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FOREWORD 


In view of recent developments in the field of American government, it would 
be difficult to overemphasize the importance of the subject of this volume of THE 
ANNALS. These developments, conspicuous prior to 1933, have been accentuated 
since that date, due jointly to the influence of the depression and to the legislative 
policies of the dominant party in the Nation and in a large majority of the states. 
Many students have attacked particular aspects of the problem, in restricted areas; 
it now seems appropriate to attempt for the first time a broad survey of the entire 
field, which includes most governmental functions and all levels. 

The Special Editor of this volume is deeply indebted to a great many persons. 
When the project was first undertaken, a letter was addressed to each of the mem- 
bers of a consulting group of fifty individuals who were known to be interested 
and to have worked in some portion of the field. Nearly all of these consultants 
replied, many of them presenting valuable suggestions as to subject matter or 
possible authors or both. In choosing the authors, the effort has been made to get 
a representative group—to give an opportunity to some of the younger men to 
contribute; to avoid the odor of the lamp by bringing in some men with no academic 
connection; but withal, to present a well-balanced view of the various aspects of 
the subject. ` 

I should indeed be remiss if I should fail to express my very real appreciation 
of the splendid co-operation that has been accorded me by all of the contributors. 
To them belongs the credit for whatever merit the volume may possess. 

W. BROOKE GRAVES 
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Politics and Administration in Intergovernmental 
Relations | 


By G. Homer DURHAM 


HE rise of a new American fed- 

eralism has been seen in recent 
Federal-state co-operation." This is 
but a single, though commanding, aspect 
of intergovernmental relations in the 
United States where today one worker 
in every nine holds a public position 
within the 175,000-odd units embraced 
in our system. The relationships pos- 
sible among such personnel, distributed 
through so many areas and groups, are 
practically unending in their number, 
complexity, and variety. 

Outside of the work of a few pioneer- 
ing scholars, little is known of this de- 
velopment and the interlocking of these 
many units. The legal devices of Fed- 
eral and state aid have been generally 
recognized as important factors in forg- 
ing such relations; as has the compact, 
the administrative or legislative agree- 
ment, and the contract. Such inventions 
have served to bridge the gap between 
various agencies, but form only another 
phase of the problem. Professor Wil- 
liam Anderson points out: 


If we think only in terms of constitu- 
tionalism and strict legality, we shall miss 
some of the most important functions... 
in understanding the working relations 
among governmental units. The problem 
is essentially a human and not a legal one.? 


STRUCTURE AND FUNCTION AND THE 
PROBLEM oF “CONSENT” 


As intergovernmental functions have 
increased to meet the demands of an ex- 


1 Jane P. Clark, The Rise of a New Fed- 
eralism; Federal-State Co-operation in tke 
United States, New York: Columbia Univer- 
sity Press, 1938. 

2 American Government (New York: Henry 
Holt and Co., 1938), p. 275. 


panding nation, the administrator has 
come to have dominating influence in the 
American’ political scene. Presidents, 
governors, and lesser executives have 
long received attention, even in that as- 
pect of public affairs which brings them 
into intergovernmental activity. But 
universities and colleges, and to a 
greater extent the public schools, have 
been slow in presenting the place of such 
activities in the political process.” In 
general, the American public, including 
many of those in active political life, 
prefer to view the scene in terms of tra- 
ditional thinking about American gov- 
ernment; namely, the states perform cer- 
tain functions reserved to them, the 
Federal Government performs certain 
others; both, and the localities, take 
too much for taxes; and the Supreme 
Court will straighten out everything for 
the good of mankind. Career politics 
has been looked upon as a necessary 
evil., The administration of policy, 
fathered by such “evil,” has been 
thought of as an automatic result of 
acts of Congress and local legislation. 

The growing maze of relationships, le- 
gal and extra-legal, within the federal 
system has radically altered any ancient 
bases-in-fact for such views, and today 
affords particular challenges to the in- 
terests of regions and localities, to the 
nature of our federalism, and to the 
intelligent citizen’s effort to understand 
the nature and control of his govern- 
ment. 

Writing in Tue ANNats in 1933, 


8In five important college textbooks on 
American Government produced since 1938, 
only one makes systematic effort to analyze 
this problem and two make no significant 
mention of it whatever. ` 
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Luther H, Gulick * forecast the need of 
a new theory of what he there called 
“division of powers”; not to be made up 
of checks and balances, nor yet as be- 
tween policy and administration; but to 
be concerned “with the division between 
policy veto on one side and policy plan- 
ning and execution on the other.”* A 
moment’s thought will show that the 
usual agencies of government classified 
as courts, legislatures, elected executives, 
the administration, and such devices as 
the initiative, may one and all affect 
both the veto of public policy and its 
planning and execution. So, for many 
reasons, a discussion of “politics” and 
“administration” in intergovernmental 
affairs may well recognize the basic one- 
ness of the two in the political process, 
but likewise fall back on the advantages 
of differentiating them for the time be- 
ing as posited by Professor Goodnow,® 
recognizing with Dr. Gulick that inas- 
much as continued effort by legal pro- 
hibitions has failed to take “administra- 
tion” out of “politics,” henceforth more 
attention should be directed towards re- 
moving certain features of “politics” 
from “administration.” 7 


Perplexity of the citizen 

In the realm of intergovernmental re- 
lations, a separation into “politics” and 
“administration” defies realistic analysis. 
The structure and function of American 
political institutions is such that the two 
tend to become a single entity when 


t “Politics, Administration, and the New 
Deal,” Vol. 169, Sept. 1933, pp. 55-66. 

5 Ibid, p. 66. 

8 Frank J. Goodnow, Politics and Admin- 
istraticn, Macmillan, 1900. Leonard D. White 
claims a renewal of this distinction in a re- 
cent work by his colleague, Professor M. E. 
Dimock (Modern Politics and Administration, 
American Book Company, 1937). See White, 
Introduction to the Study of Public Admin- 
istration (revised edition, Macmillan, 1939), 
p. 12. 

T Gulick, op. cit, p 59. 
reference to “prohibitions.” 


Cf. p. 55 for the 


agencies co-operate or otherwise come 
into association. Each brings to the as- 
sociation its own legislative background, 
rule-making power, and political and ad- 
ministrative controls. Such relations 
tend to obscure from the citizen the es- 
sential knowledge requisite to an intelli- 
gent “consent,” and they also absorb the 
traditional outlets for expressing policy, 
with the result that the personal rela- 
tionships between administrators become 
paramount. Thus, whereas we formerly 
had administration by campaigning of- 
fice-seekers and their allies, today we 
have policy-making by administrators 
and the molding of a new American poli- 
tics. 

Such a situation imposes a serious 
problem on the befuddled citizen who, 
in paying lip service to his ideal of a 
mechanical, liberal state as an instru- 
ment for the common weal, is confronted 
by an administrative mechanism with 
whose complex workings he is unfa- 
miliar; which seemingly directs and con- 
trols his activities while eliminating the 
traditional recourses for relief, manipu- 
lation, or direction to which he has been 
accustomed. The analysis of relation- 
ships which follow neither the vertical 
lines of financial aid nor the horizontal 
lines of co-operative agreement is pos- 
sible only to those “in the, know.” To 
a less extent the same thing is true of 
relations between overhead service agen- 
cies, such as personnel or finance, to 
operating agencies in the same jurisdic- 
tion. It is in these areas that the politics 
of management, entering with varying 
content to affect the political process, 
must seek and win “consent,” while yet 
remaining responsible. How may re- 
sponsible administration be secured? 

Somewhere behind the maze of struc- 
ture lie the statutes, the campaigns, the 
elections, the groups, and the interests 
basic to broad legal decisions. In com- 
pany with them stand the civil service 
examinations and other forms of recruit- 


POLITICS AND ADMINISTRATION: IN INTERGOVERNMENTAL RELATIONS 3 


ing and appointing administrators. The 
campaign and the election are of little 
significance beyond admitting to legis- 
lative and other offices the personnel for 
approving or rejecting basic decisions as 
to structure and function. Behind the 
process of approval or rejection stand 
the administrators and their legislative 
aids, determining the loci of such deci- 
sions after they are made and influencing 
` their making. And in certain recent 
large-scale additions to the intergovern- 
mental field, the importance of admin- 
istrative personnel has increased. 


Example of unemployment compensation 


The administration of unemployment 
compensation, for example, requires di- 
rect relations between operating person- 
nel in the Federal capital, in a Federal 
regional office, in a state central office, 
and in a local public employment office. 
To this relationship, Congress, legisla- 
tures, court decisions, and the rules and 
regulations of nearly a dozen Federal 
and state agencies è (two of the former 
bearing different types of Federal aid to 
the state agency), plus a vociferous de- 
velopment in administrative adjudica- 
tion, have contributed “policy” along 
well-beaten though complex paths. But 
where do these outlets for formulated 
policy converge in order that popular 
consent may be invoked? If policy is 

8 The Bureau of Internal Revenue (Treas- 
ury), United States Employment Service (La- 
bor), Post Office, Social Security Board and 
its operating Bureau of Unemployment Com- 
pensation and the new over-all Federal Se- 
curity Agency; state treasuries, departments 
of finance, controllers, tax commissions, at- 
torney-generals, and the complex state organ- 
izations themselves which combine the admin- 
istration of compensation and systems of 
public employment offices. 

8a This situation has been changed by a re- 
organization order effective July 1, 1939. The 
United States Employment Service was trans- 
ferred to the new Federal Security Agency and 
its function merged with those of the Bureau 
of Unemployment Compensation in a “Bureau 
of Employment Assurance.” 


the determination, says the citizen, of 
what an agency does, then when, where, 
and with what personnel in this vast new 
enterprise has policy converged? Prob- 
ably at the conference table in state of- 
fices (or in telegraphic communication. 
with regional and national offices) where 
state officers have defended their quar- 
terly budgets, and wheedled with Fed- 
eral representatives of the Bureau of Un- 
employment Compensation over various 
specific items presented therein as the 
exact item-expenditure basis for the 100 
per cent grants® administered by the 
Social Security Board to the states. 

In 1935 Congress gave its legal con- 
sent, upheld by the Supreme Court, to 
a basic policy: “Let there be unemploy- 
ment compensation.” The specified pat- 
tern, connecting joints, and related con- 
trols have served to cloud the more 
detailed aspects of the policy process to 
all except those competent to know o3 
the inside. The same factors have inter- 
fered with the process of administrative 
management in perfecting the service, in 
informing unemployed persons as to 
their legal rights, and in winning an 
intelligent “consent.” The public has 
given a (produced?) apathetic consert 
to the workings of the entire system, 
including the significant activity of the 
Interstate Conference of Unemployment 
Compensation Administrators in piecing 
together the details of a plan for paying 
interstate benefits, now in effect.1° Al- 
though recognizing the ultimate and 
present benefits of unemployment com- 
pensation, such public consent neverthe- 
less is difficult to distinguish from that 
which a primitive aborigine would give 
to his incomprehensible gods aided by 
the tribal priest instead of the necessary 


8 Including additional sums for state em- 
ployment services. 

10 The conclusion of this agreement bears 
added witness to the potency of the tax offset 
combined with a 100 per cent Federal grant 
in securing state co-operation. 
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public relations bureau. An organically 
controlled politics under such conditions 
is the inevitable result of administration, 
which factor requires analysis. , 


POLITICS AS A By-PRODUCT OF ADMINIS- 
TRATIVE MANAGEMENT 

In his clarifying analysis of forty 
years ago, Goodnow, while recognizing 
the essential unity of the governmental 
process, posited that execution (or ad- 
ministration) must be subservient to the 
law-making authority if popular govern- 
ment is to be insured. In order to keep 
the administrative arm in such control, 
Goodnow idealized the necessity of re- 
sponsible party formulators, with cen- 
tralized administration as an instrument 
for their popularly approved policies. 
“Politics” as the interrelations between 
human political beings would not be, 
and is not, thereby abolished. But the 
presence of politics within the instru- 
ment was to have been concentrated in 
content around the controls, with a mini- 
mum elsewhere as expressive only of a 
free regime. 

The concentration of responsible po- 
litical authority at all points of effective 
administrative control is impossible in 
intergovernmental relations thus far. 
Divergence in party dominance from 
district to district and from county to 
county has seen Democrats and Republi- 
cans of all shades and hues standing side 
by side, especially in the dramatic Fed- 
eral-state and Federal-local relations 
which have been occasioned since the 
passage of the Emergency Relief and 
Construction Act of 1932. There has 
been therefore a remarkable jockeying 
of party politics in administration to 
produce through that instrument many 
aberrations of what normally appears as 
the political by-product of modern ad- 
ministrative management. 

Administration is a problem in the 
association of human personalities. Their 
interrelation in the performance of serv- 


ices requires organization. Organization 
requires or entails hierarchy. Hierarchy 
entails descent of authority, decisions, 
and administrative orders, with resulting 
obedience or degree of compliance. De- 
cisions require certain rationalizations in 
terms of human good will (else threats 
or violence) in order to obtain this com- 
pliance. Hence an inevitable political 
effect is produced in the usage by man- 
agement of its staff aids, with stress on 
personnel training, in order to secure 
smooth operations and esprit de corps. 
Training, said to be inherent in super- 
vision, requires direction as part of the 
supervisory process, transfer of ideas 
and instructions. Operations marked by 
staff co-ordination and personnel train- 
ing can therefore in one sense be identi- 
fied as a specialized miniature of that 
which appears to be the essence of the 
larger political process as developed in 
the party and other groups. 

Viewing’ the nation as a whole with 
its divergent elements, the “essential” 
aids to management, even when operat- 
ing in their assigned spheres, become in- 
struments for producing “administrative 
politics.” Under pressure the content of 
operations and training may assume the 
form of propaganda where professional 
standards are weak or do not exist. 
Without strict co-ordination and train- 
ing, ambitious individuals utilize avail- 
able areas of administrative discretion 
in order to “capture” additional areas 
of control. A dog-eat-dog type of ad- 
ministrative imperialism, of which the 
public is not conscious while services 
operate at the minimum required for 
tolerance, is the undesirable fruit in 
such instances. 

The structure of intergovernmental 
relations, by and large, affords a wider 
play ‘for administrative politics of this 
nature than is possible in a direct serv- 
ice. This may be traced to: (1) diverse 
administrative as well as diverse party 
and policy controls; (2) lack of respon- 


' 


POLITICS AND ADMINISTFATION IN INTERGOVERNMENTAL RELATIONS 5 


sible personnel trained in the details of 
maintaining the delicate balance between 
varying contents of public interest and 
popular consent; (3) the rapid expan- 
sion of intergovernmental services to lo- 
calities, preceded or accompaniet by the 
decline of local responsibility, this open- 
ing the way for the atrophy of state and 
local service agencies as an ouzlet for 
the reserved powers of the states under 
the Constitution; (4) the influance of 
a growing Federal’ parallelism accom- 
panying the latter atrophy witk direct 
Federal provision of services, funds, or 
personnel, complementary to lecal or 
even existing intergovernmental services 
of Federal-local character;** (5) the 
very presence of connecting jarisdic- 
tional “joints” involving “no man’s 
land” for administrative discretion be- 
tween two or more agencies. Admin- 
istrative politics may therefore be con- 
ceived in this sphere not only as (1) 
essential aids to management, (2) propa- 
ganda for self-perpetuation and other 
ends, and (3) administrative inperial- 
ism, but also as (4) the basis ard core 
of a rising federal politic in which the 
generic concept of “administrative poli- 
tics” threatens to replace the tracitional 
“politics and administration,” ard em- 
brace the entire process. 


A Ristnc FEDERAL POLITIC 


It is along the lines of heavy expendi- 
ture for highways, public works, relief 
of all sorts, and the provision cf new 
social services that the field referred to 
above has been prepared. The seeds 
have been sown for new and significant 
political alignments in which the parts 
will adhere to the national whole, rather 
than the whole being composed cf and 
controlled through its many parts Re- 
peated emergencies and the pressare of 


11 Provision of the National Re-empleyment 
Service paralleling Federal-state empleyment 
services developing under the Wagner-~Peyser 
Act from 1933 to 1937 affords a good example. 


international events aid and. abet the 
development, of which the channels of 
intergovernmental relations are sym- 
bolic. Said relations have cut through 
state and local lines in an era of cen- 
tralization and integration with subse- 
quent widening of the area in which 
orders descend from a central, federal 
organism. Some of the largest and po- 
litically most powerful state agencies, 
such as highway administration with an 
almost total absence of merit personnel, 
are no longer dependent on their operat- 
ing jurisdictions for funds, and especially 
is this true in the west where recent de- 
velopments have been extensive. And 
in the heavily populated metropolitan 
centers, mayors and other officials look 
to the party in power in Washington for 
entering financial wedges. Governors, 
mayors, councilmen, and county officers 
no longer stay at home to enlist local 
aid during the period between their 
election and their assumption of office. 
Instead they are seen in the national 
capital, closeted with Federal officials 
and the officers of such groups as the 
United States Conference of Mayors. 
With this rising federal politic a re- 
ality, even a Congress in revolt, however 
strong the local administrative ties en- 
gendered through “senatorial courtesy,” 
may come to have little influence over 
the administration of policy except 
where its basic decisions alter the out- 
line and structure of the governmental 
organization. No state legislature is 
likely to strip itself of the advantages of 
participating in Federal funds and rela- 
tionships merely for the glorious thrill 
of exercising dominance over state ad- 
ministration, even if that were still pcs- 


, sible. And to the office of President of 


the United States, such a nationalization 
of the political line only increases and 
enhances that executive office with fur- 
ther marks of political leadership and 
importance as source of policy. For, 
contrary to the Goodnow philosophy as 
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crystallized in the council-manager idea, 
the Presidency unites in one office and 
one personality the functions of “poli- 
tics” and “administration.” Reorganiza- 
tion as response to public need, interest, 
or national crisis, as a further interpreta- 
tion of that philosophy in recent months, 
does not promise any separation but in- 
tegration of the same. 


The party cnd administrative politics 


So what of politics and administration 
in intergovernmental relations? Their 
interlocking indicates the unreality of 
checks, balances, and division into poli- 
tics and administration. As a guide to 
a “new theory of the division of pow- 
ers,’ the idea of administrative poli- 
tics, or the interrelations of public 
administrators in what appear to be 
increasingly more permanent offices with 
tenure, forms a more realistic concept. 
Too, with the importance of the Presi- 
dency emphasized, the political party 
emerges as an instrument of policy and 
consent in a new light. Questions of 
structure and function in the federal 
system preclude, under present bounda- 
ries and constitutional restrictions, the 
emergence of a more significant factor 
than the party in clearly defining the 
policy-phase of a new “administrative 
politics.” 

The realization of the importance of 
the party, which will increasingly tend 
to revolve around associations of admin- 
istrators in spite of the Hatch Act of 
1939, must bear effect in a decentralizing 
of the national party power. To attain 
this, wide participation in local political 
affairs, plus an eschewment of that tradi- 
tional “clean-hands-stay-out-of-politics” 
policy which too many have followed in 
the pursuit of happiness through busi- 


1% Called for by Luther Gulick, op. cit, p. 
66, 


ness opportunity, must be accomplished. 
The party cannot be a responsible in- 
strument in any other way. Otherwise 
the essential unity of the governing proc- 
ess which the party directs, and the 
growing importance of administrative 
politics as the shaper of the party instru- 
ment, are such that instead of “towering 
above Presidents and State governors, 
over Congress and State legislatures, 
over conventions and the vast machinery 
of party,”+* as Lord Bryce once had 
occasion to write, “public opinion ... in 
the United States, as the great source of 
power, the master of servants who trem- 
ble before it,” 14 will only become a 
technique whereby a dominant group 
may find occasion to perpetuate itself 
without active consent. It is all too 
evident in recent world history that the 
“people” may be made to “tremble” be- 
fore services sugar-coated with propa- 
ganda. 

In this aspect of government the de- 
cision to take the undesirable features 
of “politics” out of “administration” 
must be a human and not a legal one. 
Such a decision is within the range of 
competent administrative management, 
aided by basic legislative decisions di- 
rected towards securing this end. The 
party as the best available instrument 
for dealing with the administrator must 
accordingly undergo a metamorphosis, 
becoming more mechanical as govern- 
ment becomes more organic. In this 
change the party must be held account- 
able, through local participation, for the 
enforcement of such human decisions as 
may be required to administer inter- 
governmental and all other activities 
within the purview of popular, though 
an intelligent, consent. 

18 The American Commonwealth (rev. ed., 


Macmillan, 1906 printing), p. 258. 
14 Idem. 


G. Homer Durham, Ph.D., is instructor in political 
science at the Utah State Agricultural College, Logan. 


State Legislation Facilitative of Feder 
By V. O. Key, Jr. 


HE traditional theory of federalism 

postulates a division of legislative 
powers between central and constituent 
governments and presumes that the leg- 
islative body of each unit will perform 
its lawmaking functions relatively inde- 
pendently. In several articles Professor 
W. Brooke Graves has shown that agen- 
cies of the Federal Government have 
come in recent years to exercise influence 
over the state legislatures. Professor 
Graves has been primarily concerned 
with the fact of Federal influence—a 
matter of great significance in the evolu- 
tion of federalism—rather than with the 
differentiation of situations in which that 
influence occurs. It is proposed here to 
carry the study a step farther by ana- 
lyzing one type of Federal relationship 
to state lawmaking. 

This discussion is concerned with the 
enactment of state legislation, under 
varying degrees of Federal persuasion, to 
facilitate direct Federal administrative 
action affecting individuals, corporations, 
or political subdivisions of the state. A 


1 “Stroke Oar,” 7 (1934) State Government 
259-62; “Federal Leadership in State Legis- 
lation,” 10 (1935-36) Temple Law Quarterly 
385-405 ; “The Future of the American States,” 
30 (1936) American Political Sctence Review 
24-50; “Influence of Congressional Legislation 
on Legislation in the States,” 23 (1938) Iowa 
Law Review 519-38. Jane Perry Clark has 
called attention to the interdependent charac- 
ter of certain types of Federal and state legis- 
lation. See The Rise of a New Federalism 
(1938), Chap. V. Similar relationships were 
earlier noted by W. Beard, “Government by 
Special Consent,” 25 (1931) American Politi- 
cal Science Review 61-68. Since the present 
analysis was outlined there has appeared an 
excellent study of the interest of government 
corporations in the passage of state facilitative 
legislation. See Ruth Weintraub, Government 
Corporations and State Law (New York: Co- 
lumbia University Press, 1939), Chap. V, “The 
State Legislates in Favor of the Government 
Corporation.” x 






complete systematization of the field of 
Federal leadership in state legislation 
need not be attempted, but the scope of 
the inquiry may be roughly marked out 
by differentiation from certain other’ 
phases of Federal influence on state 
legislative action. Through grarts-in-aid 
to the states, legislatures are brought to 
enact laws meeting Federal requirements, 
but such statutes lay the legal ground- 
work for a continuing financial and ad- 
ministrative relationship between the 
Federal Government and the state itself. 
The Bureau of Narcotics seeks to bring 
about passage of the Uniform Narcotics 
Act, but this relationship is in its essence 
the same as that of a nonofficial pressure 
agency promoting legislation. In other 
instances Federal agencies are interested 
in state action to the end that the state 
will exercise powers parallel to the juris- 
dictional area occupied by the Federal 
agency. The National Labor Relations 
Board, for example, has looked with fa- 
vor on the adoption of state labor rela- 
tions acts on the order of the national 
act. 

In the type of situation under exam- 
ination, state legislation, generally in the 
fields of private and municipal corpora- 
tion law, is sought to facilitate direct 
Federal action affecting individual or 
corporate subjects of state law. State 
legislation may be essential for the con- 
duct of the Federal activity, or it may 
merely simplify Federal action. It may 
be related to Federal administrative ac- 
tion directly, or only indirectly. It may 
be snacted by the state legislature to 
meet a condition precedent to the enjoy- 
ment of Federal services by the citizens 
of the state, or it may be inauced 
through advice or by confronting the 
legislature with the findings of re- 
search, 


8 THE ANNALS OF THE AMERICAN ACADEMY 


* 
FEDERAL HOUSING ADMINISTRATION 


Illustrative of the type of state legis- 
lation under consideration is that en- 
acted to facilitate the mortgage insur- 
ance operations of the Federal Housing 
Administration. The program, inaugu- 
rated in 1934, contemplated a system of 
mutual insurance of mortgages covering 
home loans made by banks, insurance 
companies, and other lending institu- 
tions. The policy was adopted of insur- 
ing mortgages covering a high percentage 
of the value of property offered as se- 
curity, in order that the impositions on 
borrowers in connection with second and 
third mortgages might be avoided. It 
was also made a policy to insure mort- 
gages evidencing long-term loans to be 
amortized by frequent payments, on the 
presumption that this sort of mortgage 
was more suited to the needs of the 
average borrower than short-term, lump- 
sum mortgages. i 

The Federal program immediately en- 
countered the obstacle of state legislation 
that prevented state-chartered lending 
agencies from taking advantage of mort- 
gage insurance. State-chartered com- 
mercial banks, for example, were com- 
monly permitted to lend only 50 to 60 
per cent of the appraised value of the 
property, and under mortgages payable 
in from three to five years. “With a 
loose system of appraisals and with 
mortgages traditionally a nonliquid form 
of investment, there were plausible rea- 
sons for the restrictions, at least as ap- 
plied to certain classes of lending institu- 
tions”; ° but certain features of the 
National Housing Act were designed to 
eliminate the necessity for these limita- 
tions. 

In December 1934 the President 
transmitted letters to the governors call- 
ing their attention to the need for facili- 
tative legislation. All states with legis- 

2 Federal Housing Administration, Annual 
Report, 1935, p. 27. 


latures in session in 1935, save one, 
enacted the necessary legislation. After 
the session of 1937, “practically every 
principal lending institution in every 
State of the Union” was able to “make 
or purchase any mortgage insured under 
the provisions” of the National Housing 
Act.® In addition to this enabling legis- 
lation, the Federal Housing Administra- 
tion has been interested in legislation 
making insured mortgages eligible as col- 
lateral for the deposit of public funds 
and eligible for the investment of public 
moneys or institutional funds, exempting 
insured mortgages from the operation of 
mortgage moratoria, and in other ways 
increasing the desirability of insured 
mortgages as investments. During the 
sessions of 1937 a total of 105 laws was 
passed by 42 legislatures to aid the Fed- 
eral Housing Administration.* 


Farm Crepit ADMINISTRATION 


The Farm Credit Administration is 
authorized to withhold farm loans if, 
from an examination of the laws of a 
state “relating to the conveying and re- 
cording of land titles, and the foreclosure 
of mortgages or other instruments se- 
curing loans ... ,” it appears that first 
mortgages furnish inadequate security." 
Remedial legislation has been enacted 
where necessary, and proposals injurious 
to the interest of Farm Credit agencies 
have been checked in other instances. 
In 1937, for example, Idaho adopted 
legislation forbidding deficiency judg- 
ments in connection with mortgage fore- 
closures, Lending on real estate in 
Idaho was suspended until the act was 
repealed.* 

8 Federal Housing Administration, Annual 
Report, 1937, p. 28. 

t lbid., pp. 28-29. See pp. 107-10 for a 
tabulation of the state legislation enacted in 
1937. 

512 U.S. C. 971-73. 

8 W. Brooke Graves, “Influence of Congres- 


sional Legislation on Legislation in the States,” 
23 (1938) Jowa Law Review 526, n. 11. 
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In 1935 legislation was enacted in 
thirty-two states to facilitate short-term 
lending by newly created agencies of the 
Farm Credit Administration. Included 
in the legislation adopted were acts add- 
ing to the classes of agricultural personal 
property that might be offered as se- 
curity for loans, acts simplifying and 
reducing the cost of ascertaining the 
status of title of property, and acts re- 
ducing charges for recording security 
instruments.’ 


FeperaL Home Loan BANK BOARD 


The Federal Home Loan Bank Board, 
like the Farm Credit Administration, is 
given authority to suspend lending op- 
erations if the land title and mortgage 
legislation of a state does not assure 
adequate security. Circumstances have 
not necessitated extensive exercise of this 
power, but the Board has shown by an 
analysis of the lending operations of the 
Home Owners’ Loan Corporation the 
added costs to the home owner because 
of archaic land title, mortgage, and fore- 
closure laws.® The preparation of model 
laws dealing with these subjects has been 
under way for some time. This work 
constitutes an important instance of pi- 
oneer research carried on in a field in 
which there has been no research leading 
to recommendations from state admin- 
istrative agencies. The only source to 
which state legislatures can look for in- 
formation is the Federal Government. 

Under the supervision of the Board 
are the Federal savings and loan asso- 

7 Farm Credit Administration, Annual Re- 
port, 1935, pp. 101-3. 

847 Stat. L. 725. 

See “Mortgages and Foreclosures,” 4 
(1937) Federal Home Loan Bank Review 
40-45; and, in the same volume of the Re- 
view, “Costs of Title Examination and Proof,” 
pp. 112-19; “Mechanics’ Lien Laws as They 
Exist Today,” pp. 232-36. The Federal Hous- 
ing Administration has also been interested in 
the same general problem. See Frank Watson, 
“Flexible Foreclosures,’ 7 (1934) State Gov- 
ernment 255-58, 
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ciations. The Board has sought legisla- 
tion to permit the conversion of state- 
chartered building and loan associations 
into Federal associations. Forty states 
now permit conversion? Most states 
have also authorized state-chartered as- 
sociations to avail themselves of the 
benefits of share insurance thrcugh the 
Federal Savings and Loan Insurance 
Corporation, which is under the super- 
vision of the Board. 


FEDERAL DEPOSIT INSURANCE 
CORPORATION 


To permit the insurance of the de- 
posits of state-chartered banks by the 
Federal Deposit Insurance Corporation, 
created in 1933, state legislation was re- 
quired. Soon after the creation of the 
Corporation, the President direzted a 
letter to each governor pointing out that 
if state banks were to receive the bene- 
fits of the act, additional legislation or 
amendments to existing statutes would 
be necessary in many states, and “in 
others, constitutional changes.” 1° After 
the Corporation’s legal staff was organ- 
ized, “a legislative program for the vari- 
ous States was drafted and laid before 
the proper officials of each State for ref- 
erence to and consideration by the State 
Legislature.” 13 

Included in the program of suggested 
legislation of the Corporation have been 
bills specifically to authorize banxs to 
take advantage of the benefits of deposit 
insurance, to authorize banks tc rehabili- 
tate their capital structures through the 
issuance of preferred stock without dou- 


10 Farlier state legislation facilitating the 
conversion of state banks into naticnal banks 
presents a parallel situation. 

11 For additional data, see Weintraub, op. 
cit., 133-37. See also “State Legislation and 
the Insurance Program,” 4 (19371 Federci 
Home Loen Bank Review 17. 

12 For a copy of the letter, see Ccmptroller 
of the Currency, Annual Report, 1933, p. 3. 

18 Federal Deposit Insurance Corporation, 
Annual Report, 1934, p. 25. 
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ble liability or to sell capital debentures 
to the Reconstruction Finance Corpora- 
tion, and to authorize the appointment 
of the Federal Deposit Insurance Cor- 
poration as receiver of closed insured 
banks. In addition to these and other 
proposals of general application, which 
have been enacted by a large proportion 
of the state legislatures,* the Federal 
Deposit Insurance Corporation has been 
constantly interested in state legislation 
affecting the soundness of the banking 
structure to the end that deposit insur- 
ance risks might be reduced and that 
all banks created might be eligible for 
insurance. The assessment income of 
the Corporation is only one-third as 
great as would have been needed to meet 
the losses of depositors during the sev- 
enty years prior to the creation of the 
Corporation. To maintain the solvency 
of the insurance fund, sounder banking 
practices must prevail. Although state 
banks constitute only a small part of the 
banking business, their relatively high 
record of failures in the past has made 
them worthy of special attention. 


PusBLIC WORKS ADMINISTRATION 


To expedite the program of the Public 
Works Administration in aiding the con- 
' struction activities of local governments 
through loans and grants, state legisla- 
tion was frequently needed. Indeed, in 
some cases state legislation was requisite 
to proceed at all. In December 1934 
the President transmitted letters to the 
governors pointing out the difficulties of 
the P.W.A. in dealing with municipalities 
under existing laws, informing them that 
the Public Works Legal Division was at 
their disposal for the drafting of cor- 
rective measures, and indicating the gen- 
eral types of legislation worthy of con- 
sideration. A total of 487 bills was soon 


is On the status of the legislative program, 
see Federal Deposit Insurance Corporation, 
Annual Report, 1935, pp 27-28; 1936, p. 32; 
1937, p. 24. 
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furnished to meet requests following the 
letter.15 

Over three hundred acts of P.W.A. 
parentage were passed. An important 
type of legislation fostered was that 
authorizing the issuance of revenue 
bonds (to be retired from the earnings 
of the utility financed) as a means of 
avoiding constitutional debt limitations. 
That old institution, the special district, 
was dusted off and rechristened “author- 
ity,” and promoted for the same pur- 
pose.” A careful administrative review 
by the Public Works Administration of 
the economic soundness of individual 
projects was substituted, in such cases, 
for the generally arbitrary state debt 
limits. Other legislation relaxed debt 
limitations, validated special procedures 
for bond issues, authorized municipali- 
ties to accept Federal grants, shortened 
and simplified the procedure for the 
award of contracts, and in other ways 
simplified the legal procedures concern- 
ing local public works. 


RURAL ELECTRIFICATION 
ADMINISTRATION 


In making loans to finance the con- 
struction of rural electrification projects, 
the Rural Electrification Administration 
has been handicapped by the absence of 
appropriate state legislation. In many 
states inadequate legal basis has existed 
for the creation of farmers’ co-operatives 
to construct and manage electric dis- 
tributing systems, the existing corpora- 
tion statutes being “uncongenial to such 


15H. L Ickes, Back to Work (New York: 
Macmillan, 1935), pp. 220-24 For a list of 
bills enacted, see J. C. Pray, Public Works Ad- 
ministration and Its Grant-in-Aid to Local 
Governments (manuscript doctoral thesis, 
Harvard, 1938), pp. 256-66 See also J. F. 
Isakoff, The Public Works Administration 
(Illinois Studies in the Social Sciences, Vol. 23, 
No. 3, 1938), pp. 99-101. 

16 Pray, op. cit., p. 107. 

17 See E. H. Foley, Jr., “Revenue Financing 
of Public Enterprises,” 35 (1936) Michigan 
Law Review 1-43. 
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enterprise.” 18 Acts following a model 
for the creation of electric membership 
corporations drafted by the Rural Elec- 
trification Administration legal staff have 
been enacted in fourteen states. Means 
for the creation of a suitable legal entity 
to deal with the Rural Electrification 
Administration are essential; the work 
has, however, been aided by other new 
state policies. Tax exemption is some- 
times extended ,to co-operatives. Au- 
thority to use the highways for power 
lines is being granted, and, against 
considerable resistance from privately 
owned utilities, special regulatory poli- 
cies to protect the co-operatives are be- 
ing adopted.1® 


OTHER LEGISLATION 


The Public Works Administration and 
the Rural Electrification Administration 
have sought legislation to empower local 
agencies, public and semipublic, to deal 
with the Federal Government or to cre- 
ate special agencies’ for that purpose. 
The United States Housing Authority 
and the Soil Conservation Service have 
had somewhat similar objectives. The 
Housing Authority has continued the 
work of the Public Works Administra- 
tion in securing state legislation author- 
izing the creation of local housing au- 
thorities empowered to deal with the 
Housing Authority, to exercise the power 
of eminent domain, to enjoy tax exemp- 
tion, and to construct and operate hous- 
ing projects.?° 

In its program for the control of soil 
erosion, the Soil Conservation Service 
has operated demonstration projects in 
selected areas, but it early recognized a 


18 Rural Electrification Administration, Re- 
port, 1937, p. 52. 

19 “New Wisconsin Law Protects Co-ops 
from Encroachments of Utilities,” Rural Elec- 
trification News, April 1937, pp. 14-15. See 
also R. D, Baum, “Power District Legislation,” 
26 (1937) National Municipal Review 28-30. 

20 See L. H. Keyserling, “Low Rent Hous- 
ing,” 11 (1938) State Government 83-84 


need for special local governmental ma- 
chinery through which farmérs could 
work together as well as with the Soil 
Conservation Service. An act of 1935 
provided that as a condition for the 
expenditure of funds for erosion control 
the Secretary of Agriculture could, if 
he deemed it necessary, require the en- 
actment of suitable state and local Jaws 
for the restriction of soil erosion. A 
model soil-conservation-districts act was 
prepared, after consultation with state 
and local officials, and transmitted to 
the governors by the President in Feb- 
ruary 1935. By the end of 1937 about 
one-half of the states had adopted laws 
more or less along the lines of the model 
act, which permits the creation of spe- 
cial districts with power to make Jand- 
use regulations and to accept technical 
advice and other forms of assistance 
from the United States Department of 
Agriculture.** 


MUNICIPAL DEBT ADJUSTMENT 


By an act of 1937 Congress, through 
an amendment of the bankruptcy act, 
provided for the composition of the 
debts of cities and political subdivisions 
unable to meet their obligations.*? The 
act did not specifically require state 
consent to the exercise of Federal power, 
but the Attorney-General ruled that 
state legislation was essential, and more 
than one-third of the states adopted the 
necessary statutes. In the subsequent 
opinion of the Supreme Court upaolding 
the act, the fact of state consent as ex- 
pressed by legislation was pivotal. ‘The 
State acts in aid, and not in dercgation, 
of its sovereign powers. It invites the | 
intervention of the bankruptcy power to 
save its agency which the State itself is 

21 See P. M. Ghck, “State Legislation for 
Erosion Control,” 3 (1937) Sol Conssrvation 
120-25. 

22 50 Stat. 653. Passed to replace the act 
of 1934 (48 Stat. 498) held void in Ashton v. 


Cameron- County Water Improvement District 
No. 1, 298 U. S. 513 (1936). 


12 THE ANNALS OF THE AMERICAN ACADEMY 


powerless to rescue.” ** Jn this situa- 
tion the Federal power is exercised not 
through an ordinary administrative 
agency but through the courts. Never- 
theless, the linking of Federal and state 
power is in essence the same as that 
which occurs when an ordinary Federal 
administrative agency is involved. 


ADMINISTRATIVE CO-OPERATION 


The impression should not be con- 
` veyed that the Federal agencies under 
discussion rely solely on state legislation 
to aid them in achieving their objectives. 
While in some instances legislation alone 
is necessary, in other cases close co- 
operation is maintained with the appro- 
priate state administrative agencies. The 
Federal Deposit Insurance Corporation, 
for example, exchanges information with 
state banking supervisors, at times con- 
ducts joint examinations of banks with 
them, and co-operates in other ways. 
The Rural Electrification Administration 
in some instances has cordial relation- 
ships with state utility commissions 
which may aid in the promotion of rural 
electrification through administrative or- 
ders. The Home Loan Bank Board has 
relationships of varying effectiveness 
with state supervisors of building and 
loan associations.** 


CONCLUSIONS 


The speed with which legislation was 
enacted by most of the states to facili- 
tate Federal programs may be partly 
accounted for by the fact that most 
governors were in sympathy with the 
general aims of the National Administra- 
tion. In 1935 and 1937, when most of 
the legislation was passed, the National 
Administration was at the peak of its 
prestige. Party forces tended to amal- 


28 United States v. Bekins, 304 U. S. 27 
(1938). 

24 On co-operation between state administra- 
tive agencies and Federal corporations, see 
Weintraub, op. cit, Chap VI. 


gamate Federal and state powers ard to 
create, for the moment at any rate, an 
entirely different kind of federalism. 
The significance of agreement between 
President and governor on broad objec- 
tives in the legislative process is indi- 
cated by the situation in Georgia. Ac- 
tion in a number of the programs was 
held up until the anti-New Deal gov- 
ernor, Talmadge, retired from office. In 
some instances he was influential in pre- 
venting legislative action; in others, he 
vetoed bills passed by the legislature. 

Another factor has probably been 
more fundamental than Federal-state 
political harmony in smoothing the way 
for state legislation. Individual citizens, 
state-chartered corporations, and politi- 
cal subdivisions have been desirous of 
taking advantage of the benefits of the 
various Federal programs. These in- 
terests have brought their point of view 
to bear upon the state legislatures. To 
these pressures was added the persuasion 
of Federal administrative units. While 
it cannot be accurately said that the 
state legislatures were ground between 
the upper and nether millstones, they 
were under varying degrees of compul- 
sion through the combination of pres- 
sures from above and below. 

The enactment of state legislation has 
to a degree been a condition precedent 
to the enjoyment within a state of the 
benefits of Federal legislation. That 
state action was at times a condition 
precedent was not due to deliberate Fed- 
eral grasping for power, but was a prod- 
uct of legal circumstances. If, for ex- 
ample, state law operated to prevent 
state banks from participation in Fed- 
eral deposit insurance, the requisite cor- 
rective amendment was generally desired 
by both state and Federal authorities 
and by the depositors. Most cf the 
state legislation has not been absolutely 
necessary to permit the administration 
of a Federal act within a state, but has 
been enacted to make the work of the 


STATE LEGISLATION FACILITATIVE OF FEDERAL ACTION 


Federal agencies concerned more effec- 
tive or economical. Granting the desira- 
bility of the Federal policies, such con- 
current action by the state legislatures 
seems an eminently sensible form of 
intergovernmental collaboration. 

From the foregoing analysis it appears 
that there has been developed, more or 
less without design, a new method of 
linking Federal and state powers?’ 
through interrelated Federal and state 
action. In its most extreme form, the 
method makes the availability within a 
state of direct Federal services contin- 
gent upon the adoption of facilitative 
state policies. Although the utilization 
of the method has been restricted to a 


26 This, of course, is what is accomplished 
through the Federal grant-in-aid, as has been 
pointed out by E. S. Corwin, “National-State 
Co-operation—Its Present Possibilities,” 8 
(1937) American Law School Review 687-707. 
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limited variety of situations, these uses 
suggest other potentialities. Of a wide 
front there are governmenta! problems 
in which co-ordinated Federal and state 
action is indicated.” Especially when 
a complex, integrated program’ involving 
numerous Federal agencies and several 
states is elaborated jointly Ly Federal 
and state representatives, the Federal 
phases might well be made contingent 
upon state action in related ñelds as a 
spur to overcome the inertia of state 
legislatures. To follow this course would 
tend to pass from state legislation facili- 
tative of direct Federal action to state 
legislation and administration comple- 
mentary to Federal policy. 


26 See, for example, Great Plains Committee, 
The Future of the Great Plains (1937), Pt. III, 
for an integrated program of state and local 
action to deal with the problems of the Great 
Plains, 
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The Future of Federal Grants-in-Aid 


By Joserm P. Harris 


EDERAL aid has become one of 

the most important aspects of gov- 
ernmental finance in this country. Dur- 
ing recent years it has greatly increased 
in size, and the prospect is for an even 
greater use of Federal aid in the future. 
It is time to examine critically the ex- 
isting Federal aid policies and admin- 
istration, the significant trends, and the 
defects indicated by experience, to see 
what changes are needed. Federal aid 
in this country has developed without a 
well-considered, consistent, national pol- 
icy. It has been guided principally by 
the advocates of particular forms of aid 
to the states, with little attention to na- 
tional interest. 


GROWTH oF FEDERAL AID 


Prior to 1915 the total grants, not in- 
cluding those for the National Guard, 
amounted to less than $5,000,000 an- 
nually.t After the passage of the high- 
way act in 1916, Federal aid rose to 
around $100,000,000 annually, at which 
point it remained fairly constant from 
1918 through 1930. The annual ex- 
penditures for highways alone accounted 
for about $80,000,000. During the 
1920’s, when Federal aid was the sub- 
ject of considerable controversy, the only 
substantial Federal aid was for high- 
ways. The other grants combined to- 
taled only from ten to twenty million 
annually—less than 1 per cent of the 
national budget. Somewhat more than 
half of this went to the state agricultural 
colleges for experiment stations, exten- 
sion work, and agricultural and scien- 
tific education; about a third went to 
vocational education; and the remainder, 
in annual appropriations of less than 

1 The National Guard is omitted from these 


figures because it has become in realty a Fed- 
eral rather than a state activity. 
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$1,000,000 each, to forest fire protection, 
vocational rehabilitation, public health, 
and maternal and child health. During 
these years state aid to local govern- 
ments for highways and schools was 
several times larger than all Federal aid 
and was growing rapidly. By 1930 New 
York State alone was providing nearly 
$100,000,000 in state aid, or about the 
same amount as the total Federal aid 
to all the states.? 

Since 1930 Federal aid has increased 
very rapidly, though it still constitutes 
only a small part of the national budget 
—less than 10 per cent. It has become 
in this country, as elsewhere in the 
world, an important aspect of govern- 
mental finance. In 1931 Federal aid in- 
creased to $180,000,000, largely because 
of an increase of highway aid to over 
$150,000,000, and at the close of the 
Hoover administration it had reached 
about $215,000,000 annually. Since 
1933 it has greatly increased, amounting 
to $488,000,000 in 1938. This figure 
includes only the regular, permanent 
grants-in-aid to state and local govern- 
ments, except the National Guard pay- 
ments, and does not include work-relief 
expenditures, of which $122,000,000 was 
expended through emergency grants to 
the states for highways, and $176,000,- 
000 in P.W.A. grants to states and local 
governments. The large expenditures 
for W.P.A., amounting to $1,414,708 in 
1938, were disbursed for the most part 
under co-operative arrangements with 
state and local governments, but are not 
properly classified as Federal aid. 

While the increase in Federal aid has 


2See H. J. Bittermann, State and Federal 
Grants-in-Aid (Chicago: Mentzer, Bush & 
Co.), Chap. H; R. J. Hinckley, State Grants 
an Aid (Albany: New York State Tax Com- 
mission), p. 30. 
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been rapid since 1933, it is to be noted 
that such aid has accounted for only a 
relatively small part of the increase in 
national expenditures. Since 1935, when 
the present works program was insti- 
tuted, the great bulk of expenditures for 
unemployment relief and public works 
has been disbursed directly by the Fed- 
eral agencies in charge. 

The increases in the regular, perma- 
nent Federal aid between 1931 and 1938 
are to be accounted for largely by the 
new aids provided under the Social Se- 
curity Act; but in addition, substantial 
increases have been made in other Fed- 
eral aid, particularly vocational educa- 
tion and agricultural extension. High- 
way aid increased from $75,000,000 in 
1930 to $186,000,000 in 1932. In 1938 
it amounted to $138,000,000 under regu- 
lar funds and $122,000,000 under emer- 
gency relief appropriations, making a 
total of $260,000,000. Subsidies to low- 
cost housing (not including loans for 
construction, which are to be repaid with 
interest) were added to the family of 
Federal aid by the Housing Act of 1937. 
This act authorizes loans of $800,000,- 
000 to local housing authorities, and 
subsidies to reduce the rentals at $28,- 
000,000 annually. Local authorities are 
required to make a contribution of at 
least 20 per cent of the Federal subsidy, 
which has usually been in the form of 
tax exemption. 

Under the Social Security Act, Fed- 
eral aid is provided for old-age assist- 
ance, aid to dependent children, aid to 
the blind, public health, child welfare, 
maternal and child health, vocational re- 
habilitation, and services for crippled 
children. Under this act the Federal 
Government is obligated to match state 
and local expenditures under approved 
plans for old-age assistance, aid to the 
blind, and aid to dependent children, 
without any limitation as to the total 
amount which any state may receive, 
though there are limitations as to the 


amount of grants per month to any indi- 
vidual which the Federal Government 
will match? i 

The Federal aid payments to the 
states during the fiscal year 1938 for 
these three forms of public assistance 
amounted to $226,000,000, and are 
steadily increasing. Old-age assistance 
grants constitute the great bulk of this 
amount, totaling $196,000,000 in 1938, 
and it is expected that they will continue 
to increase for many years to come. The 
other grants to the states under the So- 
cial Security Act are much smaller and 
are definitely limited in amount. The 
aid for public health was originally fixed 
at $8,000,000 annually, but was in- 
creased to $11,000,000 by the last Con- 
gress and presumably will be increased 
substantially with the development of a ' 
broader public-health program in the fu- 
ture. The Social Security grants for the 
administration of unemployment com- 
pensation, including the operation of 
public employment offices, are really not 
grants-in-aid, for the states are not ex- 
pected to match them, though they are 
required to match the funds appropri- 
ated for public employment offices under 
the Wagner-Peyser Act. The Social Se- 
curity grants for this purpos2, amounting 
to $53,000,000 in 1938, are, in effect, 
100 per cent grants, the Federal Govern- 
ment bearing the entire cost of admin- 
istration. ‘This expenditure, it should 
be noted, is more than covered by the 
10 per cent of the tax upon employers 
which is paid into the Federal treasury. 

This brief review of the recent expan- 
sion of Federal aid indicates that: (1) 
the regular, permanent grants have now 
reached approximately one-half billion 
dollars annually, or about 6 per cent of 
the national budget; (2) substantial in- 
creases are to be expected, particularly 


8 Federal aid for dependent children was 
confined to one-third of the expenditures under 
the original act, but was raised in 1939 to 50 
per cent. 
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for public-assistance grants under the 
Social Sécurity Act, for public health, 
and for housing; (3) emergency grants 
to states and local governments for high- 
ways and public works under P.W.A. to- 
taled $298,000,000 in 1938. 


FUTURE GROWTH 


What are the future prospects for 
Federal aid? If no new aids are adopted 
and the present obligations and policies 
are carried out, there will be substantial 
increases of the present grants-in-aid; 
and it would be difficult to point to any 
aid which is likely to be curtailed in the 
future. It is very probable that new ac- 
tivities will be included within Federal 
aid. The dire straits of the schools in 
many states since the depression has 
brought about a great increase in state 
aid to education, and a growing demand 
for Federal aid as a means of assuring 
a reasonably adequate minimum stand- 
ard of education throughout the country. 
Legislation providing for Federal aid has 
been considered at recent sessions of 
Congress, and in 1936 President Roose- 
velt created an Advisory Committee on 
Education, which made a report in 1938 
recommending Federal aid for general 
education amounting to $72,000,000 for 
the first year and increasing annually to 
$200,000,000 by the fifth year. This 
amount is relatively small in proportion 
to the total cost of public education 
throughout the country, which in 1936 
amouhted to well over two billion dol- 
lars. Thus, the Federal aid proposed 
would have constituted less than 10 per 
cent of the total when the maximum pro- 
posed was reached. Legislation to carry 
this program into effect has met with 
considerable opposition in Congress, but 
it seems entirely probable that Federal 
aid will be provided sooner or later, and 
necessarily will be in large amounts. 

It should also be noted that there is 
. considerable sentiment in the country 
and in Congress for changing the present 


program for unemployment relief, turn- 
ing it back to the states and localities to 
carry on with Federal aid. Legislation 
along these lines was strongly pressed at 
the last session of Congress as the most 
feasible means of reducing Federal ex- 
penditures for this purpose. If similar 
legislation is adopted in the future, 
which is rather probable, it will result 
in a very great increase in Federal aid, 
though probably a decrease in Federal 
appropriations. 


Woriv-Wme Movement 


The expansion of Federal aid in this 
country is by no means exceptional to 
the trend in other countries. Every in- 
dustrialized country has faced the prob- 
lem of a growing disparity between local 
governmental tax resources and the de- 
mands for services, and has been forced 
to resort to central financial aid to local 
governments. The grant-in-aid is only 
one of several devices which may be 
used. Other means include the assump- 
tion by the central government of ex- 
pensive activities formerly conducted by 
the local governments, the sharing of 
centrally collected taxes with the local 
units, and the use of “block” or uncondi- 
tional subsidies, permitting the local gov- 
ernments to expend them for whatever 
purpose they may determine. 

Although little attention has been paid 
to state aid to local units, it has greatly 
exceeded in amount Federal aid to the 
states (except emergency expenditures 
for unemployment relief), and within re- 
cent years has been increasing at a very 
fast rate, particularly for education and 
relief. Professor Newcomer estimated 
that state aid amounted to $340,000,000 
in 19254 By 1932, according to esti- 
mates by Professor Bittermann, it had 
increased to over $600,000,000, and by 


4 Mabel Newcomer, “Tendencies in State 
and Local Finance and Their Relation to State 
and Local Functions,” Political Science Quar- 
terly, Vol, XLOT (March 1928), p. 23. 
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1934 to over $900,000,000.° If current 
figures were available, they would un- 
doubtedly show state aid amounting. to 
well over a billion dollars annually, con- 
stituting nearly half of state expendi- 
tures, though probably amounting to 
only about one-sixth of the local govern- 
mental expenditures. 

A few illustrations taken from the re- 
leases of the Bureau of the Census on 
Financial Statistics of State Govern- 
ments for 1937 will indicate the very 
large part of the state budgets which 
state aid bas become. New York in 
1937 made grants to local authorities 
totaling $206,878,000 out of a total ex- 
penditure of. $420,000,000; California, 
$88,000,000, while total state expendi- 
tures amounted to $224,000,000; Massa- 
chusetts, $31,000,000 out of total ex- 
penditures of $93,000,000. The growth 
of state aid is not confined to the more 
wealthy states. South Carolina, for ex- 
ample, provided nearly $10,000,000 of 
state aid while expending a total of 
about $33,000,000. 


NATIONAL Poticy NEEDED 


Because of the great increasé in size 
of Federal aid, and the strong likelihood 
that it will continue as a major feature 
of our system of governmental financing, 
it is desirable to examine carefully the 
prevailing philosophy and policies. As 
long as Federal aid amounted to only a 
few million dollars annually, or even a 
hundred million, as was the case from 
1918 to 1930—only about 3 per cent 
of the national budget—it was not so 
essential to develop a consistent and ra- 
tional policy, or to consider carefully 
such matters as apportionment, measure- 
ment of the need of aided services, the 
financial abilities of the states, and the 
many problems of Federal and state ad- 


Ministration of grants. Heretofore, na- ‘ 


3H. J. Bittermann, State and Federal 
Grants-in-Aid, op. cit, p. 50 See, however, 
other and smaller estimates on p. 54. 


tional policies on the subject have been 
dictated largely by those who were in- 
terested in securing legislation, with little 
attention to consistency or national in- 
terest. Now there are commanding rea- 
sons why our whole grant-in-aid program 
should be broadly considered and poli- 
cies developed which will safeguard na- 
tional interest. 

Opposition to Federal aid has been 
raised upon a number of grounds. It 
has been said: (1) that it is unsound to 
separate the pleasure of spending from 
the pain of levying taxes; (2) that 
grants-in-aid are a form of brikery to 
state and local officials, inducing them 
to spend public funds and to carry on 
activities beyond their need under the 
inducement of securing easy money from 
the Federal Government; (3) that Fed- 
eral aid is an insidious means whereby 
the Federal Government may encroach 
upon the sovereign rights of the states, 
using Federal funds to secure state ac- 
quiescence to dictation, supervision, and 
control] from Federal officials unac- 
quainted with local problems and not 
responsible to local voters; and finally, 
(4) that it is unfair to tax the wealthier 
states to support governmental services, 
in the poorer. 

On the other hand, it has been mzin- 
tained by advocates of Federal aid: (1) 


‘that it is a useful device by which the 


Federal Government and the states and 
local governments may join together in 
the financing of services of national as 
well as state and local interest, and as 
such, is an effective device whereby the 
National Government may carry out a 
national policy without duplicating and 
competing with similar services rendered 
locally; (2) that it lends flexibility 
which is sorely needed in our rigid con- 
stitutional system; (3) that it is a val- 
uable means of financing governmental 
services beyond the means of state and 
local authorities; (4) that it constitutes 
an important aspect of tax reform, per- 
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mitting the taxing of income concen- 
trated in wealthier states, and derived 
from nationwide operations, to support 
important governmental services of na- 
tional concern; (5) that it is an impor- 
tant means for the preservation of state 
and local governments by providing them 
with the means to carry on the functions 
assigned to them; and (6) that Federal 
supervision has been an important ele- 
ment in improving state and local stand- 
ards of administration. 

During the period from 1920 to 1930, 
Federal aid aroused considerable opposi- 
tion and was denounced by leaders of 
both of the major political parties. De- 
spite these oratorical fulminations of 
Democrats and Republicans alike, there 
was no falling off of Federal aid, and 
except for aid for maternal and child 
health, no attempt was made to curtail 
individual grants. Political leaders 
charged that Federal bureaucrats were 
dictating to the officials of the sovereign 
states, but the officials themselves re- 
ported the most amicable and helpful 
relations. 

On the other hand, the great increase 
in Federal aid during the New Deal ad- 
ministration has occasioned relatively lit- 
tle opposition. The greatest increase has 
come through the Social Security Act, 
but opposition to this act was centered 
on the social insurance features rather 
than upon the Federal aid for public as- 
sistance. The movement for old-age 
pensions—by far the largest of these aids 
—had become so strong by 1935 that 
there was no opposition to Federal aid 
for this purpose. Opposition came 
rather from those who would have the 
Federal Government take over the entire 
cost and pay substantially larger pen- 
sions. Federal aid was utilized because 
the Administration and a majority of 
members of Congress believed that old- 
age assistance should be left to the 
states and localities to administer. They 
believed that if half of the cost were 


borne locally, this would provide needed 
protection against raids on the Federal 
treasury. Thus Federal aid was pro- 
vided as a means of keeping the costs 
down. The same reasoning will prob- 
ably operate with respect to other func- 
tions in the future, and strange as it may 
seem, Federal aid will probably be ex- 
panded as a means of balancing the 
national budget. 

Federal aid is neither wholly good nor 
wholly bad, and a discussion of its merits 
and faults without attention to the pro- 
visions and the operation of individual 
grants is of little merit. The formula- 
tion of a rational, consistent national 
policy must await a more discriminating 
consideration of the practical operation 
and problems which experience has in- 
dicated. The remainder of this article 
is devoted to a consideration of some of 
these problems in an attempt to state 
some of the essentials of a sound na- 
tional policy. Federal aid should not 
be adopted indiscriminately for any state 
and local service which can command a 
powerful ‘enough lobby to force through 
the necessary legislation. It is by no 
means clear that it is suitable to all 
activities alike. In some instances Fed- 
eral aid ought to be denied because the 
service is essentially local; in other in- 
stances it should be refused because the 
service can be rendered effectively and 
economically only by the Federal Gov- 
ernment. If new Federal aid is pro- 
vided, careful consideration should be 
given to the provisions of the law which 
govern it, the allocation of aid to the 
several states, and the administration oi 
the grants. Some of the important older 
grants need to be reconsidered in the 
light of actual experience, and defects 
corrected as far as possible. 


EFFECT oF FEDERAL Am ON UNAIDED 
SERVICES 


A major problem in Federal aid is 
its effect upon unaided government serv- 
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ices. As long as Federal aid was rela- 
tively small in amount, the effect of sin- 
gling out a few governmental functions 
or parts of functions for Federal aid, 
thus placing them in a preferred position 
in securing state and local appropria- 
tions, was not particularly serious. But 
now that Federal aid has reached large 
proportions and is provided for many 
important activities, it is having serious 
effects in inducing state and local legis- 
lative bodies to favor these activities at 
the expense of others equally meritori- 
ous. Consider, for example, the effect of 
Federal aid upon expenditures for high- 
ways and old-age assistance. An im- 
partial student of public finance would 
be forced to admit that these activities 
have been placed in a highly preferred 
position, and that other governmental 
functions equally important have suf- 
fered because of the diversion of avail- 
able state and local funds into these and 
other activities which are Federally 
aided. Who can maintain today that 
general education is less deserving of 
Federal aid than the special types of 
education which are aided? 

That general welfare services have 
been neglected and have actually suf- 
fered because of the drain upon public 
resources caused by old-age assistance, 
no one can deny. In May 1939 the gen- 
eral relief expenditures by states and 
local governments in this country 
amounted to $39,000,000 while the ex- 
penditures for old-age assistance alone 
from all sources amounted to over $35,- 
000,000. It will hardly be maintained 
that this is a reasonable distribution of 
public funds, nor can it be denied that 
persons cared for under general relief 
have been neglected. 

An examination of the payments by 
individual states affords some striking 
contrasts. New York State, which has 
attempted to maintain a reasonable bal- 


6 These figures are taken from Social Se- 
curity Bulletin, July 1939. 
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ance between general relief and old-age 
assistance, paid out four times ds much 
for general relief as the total payments 
from all sources for old-age assistance, 
and New Jersey expended nearly three 
times as much for general relief as for 
old-age assistance. Massachusetts, Wis- 
consin, Minnesota, California, and a 
number of other states spent roughly the 
same amount for each. In a number of 
poorer states where the old-age move- 
ment has been strong, the comparison 
is extremely significant. Oklahoma 
spent during May, with Feceral aid, 
$1,190,000 for old-age assistance, but 
only $59,000—one-twentieth the former 
amount—for general relief. Texas spent 
$1,640,000 for old-age assistance, but 
only $127,000, or less than one-twelfth, 
for general relief. Colorado spent $1,- 
013,000 for old-age assistance, but only 
$187,000 for general relief. 

Further comparisons of expenditures 
for Federally aided with unaided activi- 
ties would, it is believed, afford striking 
evidence of the distortion of state and 
local expenditures induced by Federal 
aid at present. The effects ere already 
serious, and may become even more so 
in the future. All other governmental 
services suffer when a disproportionate 
part of state and local funds, which are 
necessarily limited in amount, are spent 
on Federally aided activities. 

Budgeting is essentially a process of 
balancing the needs for all governmental 
services, weighing one against the other, 
and considering the needs of all in rela- 
tion to the funds which are available. 
A basic fault of any form of outside aid 
with a matching requirement is that it 
may induce local authorities to make an 
unwise distribution of available local 
funds. During the first few years of any 
new Federal aid, it is to be expected that 
its influence will be that of stimulating 
local appropriations; but after the serv- 
ice is established and the state and local 
authorities are in a position to appraise 
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its value to the community, the effect of 
Federal aid should be limited largely to 
support rather than further stimulation 
of the particular service. It is to be 
expected, of course, that Federal aid will 
enable state and local authorities to ren- 
der more effective governmental services 
than would otherwise be possible, but it 
is of doubtful wisdom to give a pre- 
ferred position permanently to particular 
activities at the expense of others. 


FEDERAL AID WITHOUT DISTORTION 


The question will immediately be 
raised, How may Federal aid be pro- 
vided without resulting in a distortion 
of state and local budgets? Will not 
local officials inevitably favor those ac- 
tivities which receive outside aid, and 
be tempted to make appropriations, not 
on the basis of need for the service, but 
in order to secure the “free” Federal 
money? One solution is to provide Fed- 
eral aid without any strings attached, 
permitting its use for any purpose the 
Iccal authorities may decide. The 
“block” or unconditional subsidy has the 
inerit of leaving the local authorities free 
to weigh the relative claims of the sev- 
eral governmental services, but experi- 
ence in this country and abroad with 
this form of aid has been, on the whole, 
unsatisfactory. It has led to extrava- 
gance, and has not permitted the estab- 
lishment of a national minimum stand- 
ard of either service or administration. 

Another solution would be to relax 
the matching requirement, and there is 
a trend in this direction. If satisfactory 
administrative supervision can be se- 
cured, thus assuring reasonably good 
administration, the matching require- 
ment, which is designed to afford pro- 
tection against improvident spending, 
might be relaxed. So far, however, there 
has been considerable reluctance on the 
part of Congress to grant adequate au- 
thority to the Federal agency in charge, 
permitting the supervision which would 


be needed if matching were waived. It 
is significant that the matching require- 
ments have been relaxed with respect to 
emergency highway aid, and the Federal 
supervision and standards were adequate 
to assure satisfactory expenditure of 
these unmatched funds. On the other 
hand, the Federal grants for unem- 
ployment compensation administration, 
which do not require matching, have 
given rise to considerable difficulties 
which both Federal and state admin- 
istrators believe would be avcided if 
there were matching provisions. 

A third solution would be to provide 
Federal aid for most of the expensive 
state and local functions, thus avoiding 
the favoring of a few. This is the solu- 
tion which England has followed. An 
examination of the list of central grants 
to the municipalities in England indi- 
cates that practically all municipal serv- 
ices of any size receive central aid. A 
similar policy in this country would 
mean that Federal aid would be pro- 
vided for welfare activities generally in- 
stead: of for particular forms of public 
assistance, for education generally in- 
stead of for a few specialized aspects, 
and for law enforcement, recreation, and 
a few other state and local services not 
aided at present. Regulatory functions 
of government are relatively inexpensive 
and do not require outside aid. It will 
be objected, of course, that to extend 
Federal aid to these additional state and 
local services would result in further un- 
balancing of the Federal budget. This 
by no means follows. The total grants- 
in-aid are small in comparison with the 
expenditures for the emergency public 
works, for national defense, and for pay- 
ments to veterans. As indicated above, 
Federal aid for general welfare and re- 
lief would probably result in a reduction 
rather than an increase of the Federal 
expenditures. 

The present policy of Federal aids 
for favored functions and segments of 
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these functions is indefensible. It would 
be better to appropriate the same 
amount of money under broader grants, 
permitting it to be used for all aspects 
of these services, thus avoiding the 
splintering effect of existing Federal aid. 
It is significant to note that Federal 
and state aids to local governments in 
this country now amount to only about 
one-sixth of the total local expenditures, 
while in England central grants to the 
municipalities nearly equal the local tax 
revenues, the central government thus 
bearing approximately half the cost of 
local government. We have not reached 
the limit of Federal and state aid, but 
before they are expanded further, a more 
rational and consistent policy and better 
administration are needed. ` 


FIXING AND APPORTIONING 
APPROPRIATIONS 


Another major problem is that of de- 
termining the total amount of Federal 
aid to be appropriated for each purpose. 
Heretofore little attempt has been made 
to meet this problem in a scientific way. 
The total appropriation has been fixed 
in an offhand manner, without much at- 
tention to the total need for the particu- 
lar service throughout the country. The 
pressure groups supporting the legisla- 
tion or appropriation have tried to secure 
whatever amount they thought would be 
possible, and Congress and administra- 
tors have been inadequately armed with 
the facts to pass upon these claims. The 
time has come when the Federal appro- 
priation ought to be considered much 
more carefully with relation to the esti- 
mated cost of the service and the need 
for Federal aid. 

The method of apportionment among 
the states has, in the main, been decided 
in the same offhand manner. Some of 
the earliest grants apportioned an identi- 
cal amount to every state, large and 
small. The only justification for this 
practice is the fact that every state has 
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two Senators. It is still retained in a 

‘ few Federal aids, though relatively small 
amounts are so apportioned. Mary of 
the Federal aids provide for apportion- 
ment on the basis of population, either 
total population or the population served 
by the particular service. This formula 
has not worked badly for minor grants. 
Although population is only a very rough 
indication of the need for anv govern- 
mental service, and the inevitable result 
of such apportionment is that some 
states receive more and others much less 
Federal aid than they need, nevertkeless, 
for minor grants such inequities may be 
tolerated. The highway grants, being 
based in equal proportion upon popula- 
tion, area, and mileage of post roads, has 
worked with a fair degree of satisfaction. 
The poorer and more sparsely settled 
states have received relatively larger 
amounts. The method of distribution 
of forestry aid is particularly significant. 
The United States Forest Service, in 
conjunction wizh the states, determines 
upon what the cost of adequate protec- 
tion would be for each state, and this 
estimate is made the basis for the distri- 
bution of part of the Federal aid. The 
remainder is apportioned in proportion 
to the total expenditures for this purpose 
by the states. 

Much more refined methods of appor- 
tionment are needed, though it is also 
desirable to keep the method as simple 
and understandable as possible. Ideally, 
Federal aid should be apportioned among 
the states upon two principal bases, 
namely, the need for the particular serv- 
ice and, if a national minimum standard 
is desired, the relative financial abilities 
of the states to render this minimum 
service. At >Dresent little attention is 
given to either factor. During 1933-35 
the Federal Emergency Relief Admin- 
istration grants for relief were appor- 
tioned by the administrative agercy, and 
Administrator Hopkins attempted to re- 
quire each state to bear a “fair” share 
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of the cost of relief; but there was no 
agreed method of determining what was 
a “fair” proportion, and the division led 
to many serious disputes between the 
states and the Federal authorities, with 
curtailment of relief in several states for 
a period. This experience has increased 
the reluctance of Congress to permit any 
administrative discretion in the distri- 
bution of Federal aid. The Surgeon 
General is authorized to determine the 
method of allocation of Federal aid for 
public health services, in consultation 
with state health officers, the act provid- 
ing that three factors shall be taken into 
account, namely: population, special 
health problems, and relative financial 
need of the several states. This aid, it 
should be noted, is relatively small in 
size. 


NEED FOR EQUALIZATION 


Except for a small part of the Fed- 
etal aid for public health, and the un- 
employment relief grants from 1933 to 
1935, there has been little effort in the 
distribution of Federal aid to take into 
account the financial abilities of the 
states, though the desirability of doing 
so is generally recognized. Most of the 
states have introduced some “equalizing” 
factor in the allotment of state aid for 
education. The public assistance grants 
under the Social Security Act, being 
based upon the expenditures of the state 
and local governments, operate with just 
the opposite effect; to the wealthiest 
states the largest Federal aid is provided, 
for it is these states that are able to 
make the most adequate payments. In 
the poorest states the old-age assistance 
grants average less than ten dollars per 
month, while the national average is 
$19.20, and many wealthier states are 
paying around twenty-five dollars per 
month on the average. To the needy 
aged person in Arkansas the Federal 
Government pays three dollars per 
month, but to the aged recipient in 


Massachusetts it pays over fourteen dol- 
lars. The five states which are paying 
average pensions of less than ten dol- 
lars per month—Arkansas, Alabama, 
Georgia, Mississippi, and South Caro- 
lina—with a combined population of 
11,158,000, received in Federal aid $4,- 
987,000 for old-age pensions in 1938; 
while Massachusetts, Colorado, and Cal- 
ifornia, having a combined population of 
10,963,000, or slightly less than that of 
the former five states, received $38,951,- 
000, or seven and one-half times as 
much. These, of course, are the states 
standing at the ends of the scale. It 
is of interest that these five southern 
states received $14,229,000 in Federal 
aid for highways from the regular ap- 
propriation, while the corresponding 
highway aid to California, Colorado, and 
Massachusetts totaled $10,118,000. 

The inequity of the percentage grants 
for public assistance under the Social 
Security Act is widely recognized, and 
at the last session of Congress the So- 
cial Security Board advocated legislation 
which would permit larger proportionate 
grants to the poorer states, to be varied 
in inverse proportion to the average per 
capita income in the several states. Leg- 
islation along this line was proposed by 
Senator Byrnes and others, but this fea- 
ture encountered opposition from repre- 
sentatives from the wealthier states, and 
was not incorporated in the amendments 
to the act which were passed. Many 
members of Congress, even from the 
poorer states, thought that it would be 
unsafe to relax in any way the 50 per 
cent matching requirement, for once this 
principle were abandoned, there would 
be constant efforts for further modifica- 
tions, and Congress would not be able to 
withstand the pressure. 

There is much to be said for this posi- 
tion, particularly as long as percentage 
grants are continued without any limita- 
tion upon the amount of Federal aid to 
each state. The solution of the problem 
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is not to be found in merely authorizing 
larger grants to the poorer states, but 
rather in the allocation of Federal aid 
among the states on the basis of the 
need within each state for old-age assist- 
ance, determined in a uniform manner, 
plus some adjustment whereby the 
poorer states may receive a relatively 
larger proportion of Federal aid than 
the wealthy states. Unless the unlimited 
percentage grants for old-age assistance 
are modifed so as to correct the existing 
defects, it will be necessary sooner or 
later for Congress to grant to the Fed- 
eral agency more adequate authority 
whereby a greater degree of uniformity 
in policies and administration may be 
secured, or it may become necessary for 
the Federal Government to take over 
the entire cost and provide direct Fed- 
eral administration. 

The change most to be desired is to 
provide Federal aid generally for welfare 
and relief, instead of singling out a few 
activities for preferred treatment. The 
old-age assistance forces in this country 
are strong enough to secure adequate 
appropriations without the added in- 
ducement of unlimited Federal aid, while 
other related welfare activities receive 
no Federal aid. 

The proposal for Federal aid to edu- 
cation made by the Advisory Committee 
on Education called for allocation in pro- 
portion to the financial abilities of the 
states. The committee reasoned that 
since the primary objective was to bring 
up the standard of educational opportu- 
nity in the poorest states, and since the 
amount of Federal aid recommended was 
small in proportion to the total cost, the 
objective could be achieved only by allo- 
cating the bulk of Federal aid to the 
poorer states, with little aid to the 
wealthier states. 

This position would appear to be 
eminently sound, but heretofore it has 
been necessary for proposed Federal 
aids to provide substantial sums to 


all the states in order to win Congres- 
sional support. ° 

Greater attention should be given to 
the financial abilities of these several 
states in the distribution of Federal aid, 
but it does not follow that merely be- 
cause a state is poor it should receive 
proportionately larger Federal aid. 
There are said to be many counties in 
the country which are now being sup- 
ported in substantial degree by state 
aid. Communities which cannot eco- 
nomically support themselves should not 
be artificially maintained by government 
subsidy. The principal of distribution 
in proportion to financial abilities should 
never go to the length of retarding the 
normal and necessary readjustments in 
population. 

It is significant to note that in 1938 
the Federal Government expended in 
North Dakota for Federal aid, work re- 
lief, Civilian Conservation Corps, Na- 
tional Guard, and agricultural adjust- 
ment payments, a total of $39,900,900, 
while the total expenditures of the state 
and all local governments for all govern- 
mental services, capital outlays, and in- 
terest charges in 1932, less Federal aid, 
amounted to only $41,000,000! In 
South Dakota these Federal payments 
in 1938 amounted to $43,000,000, while 
all governmental costs in 1932, less Fed- 
eral aid, totaled $46,000,000. In New 
York State the same Federal payments 
in 1938 amounted to only 18.2 der cent 
of the 1932 governmental costs, less 
Federal aid; in Massachusetts, 25 per 
cent; and in Llinois and Wisconsin. 30 
per cent.” It should be noted, however, 
that Federal aid to the state constitutes 
only a very small part of the total 
Federal expenditures included in these 
figures. 


T The statistics are taken from the 1938 An- 
nual Report of the Secretary of the Treasury, 
and the report of the U. S. Bureau of the 
Census on the Financial Statistics of State and 
Local Governments, 1932. 
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FEĐERAL Arp PRESSURE GROUPS 


Another important aspect of Federal 
aid is the ability of powerful and organ- 
ized lobbies for particular functions to 
force through legislation or appropria- 
tions in Congress. The strength of these 
pressure groups, rather than any ra- 
tional consideration or governmental 
finance, has been the controlling factor 
behind Federal and state aid. This fact 
constitutes one of the greatest dangers 
to the future. State officials receiving 
Federal aid are not subject to the same 
responsibility and restrictions which ap- 
ply to Federal officials in lobbying for 
appropriations before Congress, and they 
are able to reach the ear of Congressmen 
in a much more direct and effective man- 
ner. 

The ability of the lobby for vocational 
education in 1937 to force through a 
great increase in the Federal appropria- 
tion over the opposition of the Admin- 
istration, the inability of the President 
to secure even a consideration by Con- 
gress of his proposal the same year to 
reduce highway appropriations, and the 
liberalization of the provisions for old- 
age assistance by the last Congress, are 
straws indicating the effectiveness with 
which these lobbies operate. In Canada, 
the Dominion has discontinued a number 
of important aids to the provinces, in- 
cluding that for highways; but in this 
country, when the President proposed as 
an economy measure a reduction of high- 
way aid, the Chairman of the House 
Committee refused even to call his com- 
mittee to consider the recommenda- 
tion. 

If Federal aid is to be utilized ex- 
tensively in the future, it is imperative 
that steps be taken to curtail the 
strength of powerful lobbies and to en- 
able the Government to’ adopt a well- 
considered and balanced program. The 
responsibility for the formulation of such 
a program in the light of the financial 
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ability of the Federal Government itself 
will necessarily have to be placed more 
definitely upon the administration—re- 
gardless of which party is in power—and 
Congress will be forced to follow the 
practice of refusing to raise the budget 
estimates. 


ADMINISTRATION 


A final consideration in the future of 
Federal aids, and one of which space 
does not permit more than brief mention 
here, is their administration. Unless 
satisfactory administration can be devel- 
oped whereby the central government is 
assured that its funds are being wisely, 
economically, and efficiently expended, 
Federal aid is unsound. 

The general experience with grant-in- 
aid administration in this country has 
been that the standards of state admin- 
istration have been improved through 
the influence and the requirements made 
of the states by the Federal agency. A 
number of years ago Sidney Webb said 
of grant-in-aid in England, 

... if we examine, one by one, the different 
branches of public administration .. . we 
shall find that, so far as they are entrusted 
to our local governing bodies and disregard- 
ing particular cases, they vary in efficiency 
according to the extent to which use has 
been intelligently made of the grant-in- 
aid. 

This has been equally true of this coun- 
try, though Congress has been little in- 
terested in administration, and has been 
reluctant to grant adequate authority to 
the Federal agency to require reasonable 
standards, 

Who would question the salutary in- 
fluence of the United States Bureau of 
Public Roads upon state highway con- 
struction and planning? Many would 
like to have seen even more vigorous 
Federal supervision, particularly the re- 


8 See the able study by V. O. Key, Jr, The 
Administration of Federal Grants to States, 
Public Administration Service, 1937. 
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quirement of nonpolitical administration 
of highways by the states. 

No one would question that the Social 
Security Board has worked constantly 
and effectively for efficient and nonpo- 
litical administration of the public as- 
sistance and social insurance activities 
under its supervision, and has required 
many states to correct bad situations 
when public opinion in the state seemed 
powerless to bring about any improve- 
ment. The requirement of the Social 
Security Board that the co-operating 
states shall establish merits systems—a 
requirement which was questionable un- 
der the original provisions of the act, but 
now specifically authorized by law— 
should be extended to all Federally aided 
activities. Similarly, the earlier require- 
ment of the United States Employment 
Service that appointments should be 
made on the basis of competitive exam- 
inations is to be commended. Little de- 
fense can be made of Federal or state aid 
if the local administration is conducted 
under a system of political spoils. 

The essentials for sound administra- 
tion of Federal aid by the Federal 
agency in charge include the following: 
(1) adequate grant of authority to the 
Federal agency, not merely to see that 
the Federal law is observed, but to re- 
quire a reasonable standard of admin- 
istration by the states; (2) an adequate 
Federal staff of persons with technical 
competence and practical experience; 
(3) the rendering of various kinds of 
technical service and assistance to the 
state agencies, particularly in the con- 
duct of research; (4) the adoption of a 
policy of developing strong administra- 
tion by the states, with a minimum of 
Federal dictation and interference as 
long as the state administration is rea- 
sonably satisfactory. 


SUMMARY 


Federal aid may be said to be at a 
midway point. Prior to 1930 it was 


relatively small in amount (except the 
highway grants), and was limited to a 
few major functicns regarded for scme 
reason as objects of national interest; 
now it has become very large in amount, 
totaling over one-half billion dollars 
from regular appropriations, and has 
been expanded to a wider range of gov- 
ernmental services. It is destined to be- 
come even larger. Formerly it was uti- 
lized largely as a device for stimulating 
the states to undertake a few favored 
activities; now the emphasis has shifted 
from stimulation to support, and the 
Federal Government shares with the 
states and the localities the cost of an 
increasing number of expensive func- 
tions. Formerly the Federal Govern- 
ment might disregard the effects of 
Federal aid in stimulating the aided 
activities at the expense of other func- 
tions, and, indeed, regard the stimulating 
effect with satisfaction as carrying out 
the purpose of the Federal legislation; 
now the serious effects of Federal aid in 
distorting state and local budgets need 
to be taken into account. 

In view of the size and importance of 
Federal aid, and its probable increasing 
future role, the time has come for the 
Federal Government to adopt a more 
consistent, rational policy, and to correct 
some of the existing defects which ex- 
perience has indicated in existing poli- 
cies and administration. It is suggested 
that some of the important elements of 
such a national policy on Federal aid 
include the following: 

1. Greater attention should be given 
to the effects of Federal aid on the 
whole structure of state and local 
finance, with particular attention to how 
it affects unaided activities, and steps 
should be taken to lessen the undue, per- 
manent preference now given to particu- 
lar functions or parts of functions which 
receive Federal aid. The steps to be 
taken might include a broadening of 
the purposes of Federal aid, thus avoid- 
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ing the favoring of certain functions; 
and revision of the terms of Federal aid. 
The unlimited percentage grants for ex- 
pensive governmental services should be 
abandoned. 

-~ 2. More careful consideration should 
be given to the amount of Federal aid to 
be provided for each aided function, 
based upon better factual data of the 
need for the service throughout the 
country. It is highly desirable to cur- 
tail the power of special interest groups 
to lobby through appropriations for Fed- 
eral aid, and to establish more definite 
responsibility for the passing upon ap- 
propriations with a view to national 
rather than special interests. 

3. The method of distribution of Fed- 
eral aid should be given more careful 
attention in the future, with less use of 
rule-of-thumb methods of allocation. 
Total population is too rough a measure 
of the need for a particular service to 
serve as a basis of distribution, particu- 
larly for expensive services, and simple 
percentage grants are undesirable. One 
solution would be to authorize the ad- 
ministrative agency in charge, under 
suitable statutory provisions, to deter- 
mine the need for the service in each 
state, to be used as the basis for distri- 
bution. Greater attention will also need 
to be given to the financial abilities of 
the several states, particularly where a 


minimum national standard of service is 
desired. : 

4. The maintenance of reasonable 
standards of administration is of the ut- 
most concern to the Federal Government 
as a protection against unwise and im- 
provident expenditure of Federal aid. 
The simple faith in the efficacy of the 
matching requirement as a means of 
assuring satisfactory administration is 
not supported by actual experience. The 
standards of administration of state and 
local governments are, unfortunately, 
frequently low. Experience indicates 
that the Federal agency administering 
Federal aid may exert considerable in- 
fluence in improving state and local ad- 
ministration by the insistence upon a 
merit system in personnel and nonpoliti- 
cal administration, the provision of tech- 
nical services and research, the building 
up of professional standards and tech- 
niques, the interchange of information 
and experience among the administrative 
officials of the several states, and in other 
ways. Congress should hold the admin- 
istrative agencies in charge responsible 
for insistence upon satisfactory admin- 
istrative standards—many of which 
might well be specified in the statute— 
without undue interference or dictation 
in routine matters, and should grant ade- 
quate authority to enable the agency to 
carry out that responsibility. 


Joseph P. Harris, Ph.D., is professor of political 
science at the University of California, Berkeley. He 
has also served in the departments of political sct- 
ence at the universities of Wisconsin and Washington; 
as assistant executive director of the President’s Com- 
mittee on Economic Security; and as director of re- 
search of the Presideni’s Committee on Administrative 
Management and of the Committee on Public Admin- 
istration of the Social Science Research Council. He 
is author of “Registration of Voters in the United 
States” (1927), “Administration of Elections in the 
United States” (1934), and “County Finances in the 
State of Washington” (1935). 


Intergovernmental Taxation Today 


- 


By Davip FELLMAN 


NE of the important by-products 

of the American federal system 
has been the problem of intergovern- 
mental taxation. The courts have been 
wrestling with the problem ever since 
John Marshall ruled that, even in the 
absence of any definite constitutional 
provision, Maryland could not tax the 
notes of the United States Bank, on the 
general theory that the states may not 
interfere by taxation with the execution 
by the National Government of its valid 
powers. The immunity was made re- 
ciprocal some fifty years later when state 
instrumentalities were put beyond the 
national taxing power, the Court pro- 
claiming that either way “the exemption 
rests upon necessary implication, and is 
upheld by the great law of self-preserva- 
tion.” ? The proposition that neither the 
national nor the state governments may 
tax each other’s instrumentalities and 
employees grew, in the course of litiga- 
tion, into a confusing body of legal prin- 
ciples. Rules were announced in terms 
of sweeping absolutes, only to suffer the 
corrosion of limitation, distinction, ex- 
ception, and occasional overruling. Dur- 
ing the past two years all three branches 
of the National Government have co- 
operated in reducing the area of tax 
immunity. The law of intergovern- 
mental taxation is now beginning to 
square with the necessities of legal logic 
and social justice. 


FEDERAL TAXATION OF STATE 
INSTRUMENTALITIES 
The gradual whittling down of ancient 
doctrine may be seen in considering the 
cases dealing with the Federal taxation 
of state instrumentalities. In Collector 
1 McCulloch v Maryland, 4 Wheat. 316 


(1819). 
2 Collector v. Day, 11 Wall. 113, 127 (1870). 
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v. Day * the Court decided that the Na- 
tional Government could not constitu- 
tionally tax the salary of a state official, 
and in the Pollock case * immunity was 
extended to the interest derived from 
state and local bonds. The rule of im- 
munity, however, was steadily narrowed 
in scope in subsequent decisions. One 
important exception was developed 
where the state engaged in nongovern- 
mental or proprietary aczivities. In 
South Carolina v. United States® the 
Supreme Court held that a state-owned 
and state-operated liquor dispensary sys- 
tem was taxable, on the theory that there 
can be no immunity when the state 
enters “an ordinary private business.” 
Such functions as the courts, police, ad- 
ministration of the law,’ schools, hos- 
pitals and parks,’ public ferries, and 
water works? were considered govern- 
mental in character. On the other hand 
the courts ruled that a state-owned liq- 
uor business,?° college football contests, 
a public wharf,? a street railway sys- 


8 Ibid 

* Pollock v Farmers’ Loan & Trust Co., 157 
U. S. 429, 158 U. S. 601 (1895). 

5199 U S. 437 (1905). 

6 Collector v. Day, supra, note 2; Indian 
Motocycle Co v. United States, 283 U. S. 
570 (1931); Ambrosini v. United States, 187 
U. S. 1 (1922). 

T Hoskins v. Comm’r, 84 F. (2d) 627 (C. 
C A. Sth, 1936); Mallory v White, 8 F. Supp. 
989 (D. C. Mass. 1934); Comm’r v. Schnack- 
enberg, 90 F. (2d) 175 (C. C. A. 7th, 1937). 

8 Jamestown & Newport Ferry Co. 
Comm’r, 41 F. (2d) 920 (C. C, A 
1930). 

® Brush v. Comm’r, 300 U. S. 352 (1937). 

10 South Carolina v. United States, supra, 
note 5; Ohio v Helvering, 292 U. S. 360 
(1934). 

11 Allen v Regents, 304 U S 439 (1938). 

12 Galveston v. United States, 10 F. Supp. 
810 (Ct. Cl. 1935), cert. denied, 297 U.S. 712 
(1936). 
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tem, and a bank * were not govern- 
mental activities. 

It was always difficult to rationalize 
these cases. It is not at all apparent 
that a municipally owned street car sys- 
tem is any Jess governmental in charac- 
ter than a water works, The courts 
tried without much success to work out 
a definition of what constituted a gov- 
ernmental activity. It was suggested 
that tax-exempt functions were only 
those which were “strictly” governmen- 
tal, or functions which were “tradi- 
tional,” “usual,” “indispensable,” or 
“essential.” 15 Manifestly, these were 
extremely vague terms with which to 
describe the limits of an immunity from 
the national taxing power which at best 
was based upon an inference of doubtful 
validity. 

An even more significant exception 
was developed by the courts in the elab- 
oration of the burden theory, according 
to which immunity was refused where it 
was shown that the tax did not really 
burden the state. Under the weight of 
this exception the rule ultimately col- 
lapsed. An important application of 
the burden theory is found in numerous 
cases denying tax immunity to persons 
whose incomes were derived from some 
‘contractual relationship with a local gov- 
ernment, or whose compensation was 
paid from other than public funds. In 
the leading case, Metcalf & Eddy v. 
Mitchell, the Supreme Court held that 
consulting engineers who were employed 
„by several local governments for work 
on public water supply and sewage dis- 
posal systems, whose duties were pre- 
scribed by contract and were not perma- 
nent or continuous, and who were free 
to accept other employment concur- 


18 Helvering v. Powers, 293 U.S. 214 (1934). 

14 North Dakota v. Olson, 33 F. (2d) 848 
(C. C. A. 8th, 1929), dismissed, 280 U. S. 528 
(1929). 

16 Brush v. Comm’r, 300 U. S. at 361-62 

18 269 U S. 514 (1926). 


rently, were not tax-exempt state offi- 
cials or employees. The Court asserted 
that the principle of immunity must be 
given a practical construction to avoid 
the serious impairment of the national 
taxing power. In the most recent case 
on this point, exemption was denied to 
persons employed by several states to 
liquidate insolvent banks and other cor- 
porations, their compensation being paid 
from the assets of the insolvent enter- 
prises, the Court stating “that the in- 
ferred exemption from Federal taxation 
does not extend to every instrumentality 
which a State may see fit to employ,” 
and that “it is cabined by the reason 
which underlies the inference.” 1 
Accordingly, many persons having the 
status of independent contractors were 
denied tax exemption: attorneys engaged 
by state governments to conduct particu- 
lar investigations, criminal prosecutions, 
or civil litigation,‘® attorneys engaged 
contractually by special local districts,** 
engineers, architects, real estate experts, 
consulting actuaries, and collectors of 
delinquent taxes employed by various 
units of local government.?® Similarly, 
immunity was denied to persons who 
contracted for the performance of such 
services as the paving of streets or the 
collection and disposition of waste.” 


17 Helvering v. Therrell, 303 U. S. 218, 223 
(1938). 

18 Lucas v. Reed, 281 U.S. 699 (1930) ; Lucas 
v. Howard, 280 U. S. 526 (1929); Comm’r v. 
Murphy, 70 F. (2d) 790 (C C A. 2d, 1934), 
cert, denied, 293 U. 5. 596 (1934); Ewart v. 
Comm’r, 98 F. (2d) 649 (C. C. A. 3d, 1938). 

19 Haight v. Comm’r, 52 F. (2d) 779 (C. 
C. A. 7th, 1931), cert. denied, 285 U. S. 537 
(1932) ;. Devlin v. Comm’r, 82 F. (2d) 731 
(C. C. A. 9th, 1936). 

20 Pease v. Comm’, 83 F. (2d) 122 (C. C. 
A. 6th, 1936), cert. denied, 299 U. S 562 
(1936); Mesce v United States, 64 Ct Cl. 481 
(1928), cert. denied, 278 U. S. 612 (1928); 
Campbell v. Comm’r, 87 F. (2d) 128 (C C. A. 
7th, 1936), cert denzed, 301 U. S. 688 (1937); 
Pickett v United States, 100 F. (2d) 909 
(C C. A. 8th, 1938). 

21 Sackley Co v. United States, 65 Ct. Cl. 
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Auditors appointed by courts to report 
on the financial standing of surety com- 
panies, executors of estates, court-ap- 
pointed referees and special guardians, 
and pilots appointed by a public author- 
ity, whose compensations were not paid 
from public sources, were also held tax- 
able’? The distinction between the 
bona fide officer or employee and the 
independent contractor, though never 
clearly defined, was an important factor 
in undermining the idea of tax immunity. 


Lessees of public lands 


Another illustration of the drift away 
from tax exemption is found in a series 
of cases dealing with the taxability of 
lessees of public lands. In Gillespie v. 
Oklahoma °% the Court held the income 
of a lessee of restricted Indian lands ex- 
empt from state taxation, and a few 
years later ruled, in Burnet v. Coronado 
Oil & Gas Co.,* that a lessee of state 
school lands was likewise immune from 
Federal taxation. The exemption of 
private corporations engaged in business 
for profit, where the burden on govern- 
ment was wholly speculative, was ob- 
viously unjustified, and the process of 
distinction and limitation soon began. 
The profits of a lessee of Texas oil lands 
were held taxable on the tenuous ground 
that under Texas law title to oil and gas 
in place passed to lessees before extrac- 





304 (1928), cert. denied, 278 U.S 609 (1928); 
Biooklyn Ash Removal Co. v. United States, 
10 F. Supp 152 (Ct. Cl. 1935), cert. denied, 
295 U S. 752 (1935). 

22 Miller v. McCaughn, 22 F. (2d) 165 (E. 
D. Penna. 1927), af’d, 27 F. (2d) 128 (C. 
C. A. 3d, 1928); N Y. Trust Co. v. United 
States, 63 Ct. Cl. 100 (1927), cert. denied, 274 
U. S. 756 (1927); Saxe v. Anderson, 19 F 
Supp. 21 (S. D. N. Y. 1937), afd sub nom. 
Saxe v. Shea, 98 F. (2d) 83 (C. C. A. 2d, 
1938), dismissed, 83 Law. Ed. Adv Op. 338 
(1939); Bew v. United States, 35 F. (2d) 977 
(Ct. Cl. 1929), cert. denied, 281 U. S. 750 
(1930). 

*8 257 U. S. 501 (1922). 

24 285 U.S. 393 (1932). 
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tion.” A lessee of city-owned, lands, 
under which the oil and gas recovered 
were sold by the parties jointly anc the 
proceeds divided in stated proportions, 
had to pay Federal taxes, the effect. be- 
ing “inconsiderable as respects the ac- 
tivities of the city.” °° Buildings erected 
by lessees on school lands, under long- 
term leases, were held taxable, tae rental 
being based upon the value of the Jand 
and not upon the improvements.?” Prof- 
its derived from the sale of such a “ease 
were also considered taxable.*8 Fur-her- 
more, sublessees were excluded, with lit- 
tle logic, from the rule of tax immu- 
nity. What little was now left of the 
original doctrine was finally swept aside 
in Helvering v. Mountain Producers 
Corp.,*° the Court flatly overruling the 
Gillespie and Coronado cases ir: uphold- 
ing a tax on the income of a lessee of 
state school lands, even though the state 
reserved a considerable royalty to itself. 
Speaking for the Court, the Chief Justice 
wrote: 


Immunity from nondiscriminatory taxa- 
tion sought by a private person foe his 
property or gains because he is engaged in 
operations under a government contract or 
lease cannot be supported by merely theo- 


25 Group No. 1 Oil Corp. v. Bass, 283 U. S. 
279 (1931). 

26 Burnet v. A. T. Jergins Trust, 288 U. S. 
508, 516 (1933). 

47 Eckstein v. United States, 10 F Supp. 231 
(Ct. Cl. 1935), cert. denied, 296 U. S. 582 
(1935); Metropolitan Bldg. Co. v. United 
States, 12 F. Supp. 537 (Ct. Cl. 1935) cert. 
denied, 297 U. S. 713 (1936); Helvering v. 
Atlas Life Ins. Co, 78 F. (2d) 166 (C. Ç. A. 
10th, 1935). 

28 Marland v. United States, 53 F. (2c) 907 
(Ct. Cl. 1931), affd on rehearing, 3 F. Supp. 
611 (Ct. Cl. 1933), cert. denied, 290 U. 3. 6&8 
(1933). 

29 Wanless Iron Co. v. ER r, 75 F (2d) 
779 (C C. A 8th, 1935), cert. dented, 295 U. 
S. 765 (1935); Hobart Iron Co v. Ccmm’r, 
83 F. (2d) 25 (C. C. A. 6th, 1936), cert. de- 
nied, 299 U. 5. 543 (1936). 

80 303 U, S. 376 (1938). Accord: Helvering 
v. Bankline Oil Co, 303 U. S. 362 (1938). 


30 Tue ANNALS oF [HE AMERICAN ACADEMY 


retical conceptions of interference with the 
functions of government. Regard must be 
had to substance and direct effects. And 
where it merely appears that one operating 
under a government contract or lease is 
subjected to a tax with respect to his profits 
on the same basis as others, who are en- 
gaged in similar businesses, there is no suffi- 
cient ground for holding that the effect 
upon the government is other than indi- 
rect and remote. 


In many other comparable situations 
immunity from Federal taxation has 
been refused. Thus, the mere fact that 
a corporation receives its charter from 
a state government does not make it 
a nontaxable state instrumentality.** 
While it is improper to impose a sales 
tax directly upon sales to local govern- 
ments, Federal taxes levied on the trans- 
portation or manufacture of goods sold 
to them, with the seller paying the taxes, 
are valid, since the burden falls upon the 
transportation or manufacture, which is 
not part of the sale, but preliminary to 
it"? Income derived from the purchase 

„of delinquent tax sale certificates,®* or 
from the sale of land to a city for a pub- 
lic use,** or from a compensation or con- 
demnation award by a city,®* has been 
held subject to national taxation. 


Salaries of state employees 
Finally, in the case of Helvering v. 


31 Flint v. Stone Tracy Co., 220 U. S. 107 
(1911). 

82 Wheeler Lumber Co. v. United States, 281 
U. S. 572 (1930); Liggett & Myers Co v. 
United States, 299 U. S. 383 (1937). 

38 Wiltsie v. United States, 3 F. Supp. 743 
(Ct. Cl. 1933), cert. denied, 291 U. S 664 
(1934). 

34 Fullilove v. United States, 7 F. Supp. 468 
(W. D. La. 1934), afd, 71 F. (2d) 852 (C. 
C. A. 5th, 1934), cert. denied, 293 U. S. 586 
(1934); B. & O. R. Co. v. Comm’r, 78 F 
(2d) 460 (C. C. A. 4th, 1935). 

35 Acme Land & Fur Co. v. Comm’r, 84 F. 
(2d) 441 (C. C. A. 5th, 1936); U. S. Trust 
Co. v. Anderson, 65 F. (2d) 575 (C. C. A. 
2d, 1933), cert. denied, 290 U. S. 683 (1933). 


Gerhardi,*° decided in 1938, the Su 
preme Court held taxable the salaries of 
a construction engineer and two assistant 
managers employed bythe Port of New 
York Authority, a corporation estab- 
lished by compact between New York 
and New Jersey to build and operate 
essential transportation facilities. The 
Court stated that the exemption from 
national taxation established in Collector 
v. Day should be narrowly limited be- 
cause of the importance of preserving in 
its vigor the taxing power of a govern- 
ment in which all the people are repre- 
sented, particularly when exemptions are 
demanded for the benefit of privileged 
classes of taxpayers without compensat- 
ing advantage to the state. A nondis- 
criminatory tax on the net income of 
employees, “derived from their employ- 
ment in common occupations not shown 
to be different in their methods or their 
duties from similar employees in private 
industry,” does not burden the state, 
whose continued existence does not re- 
quire a competitive advantage over pri- 
vate industry. Thus, the nature of the 
activity, whether governmental or pro- 
prietary, was not considered, since, what- 
ever its character, the burden on the 
state was “wholly conjectural,” but even 
if there was some charge on the state, 
“such burdens are but normal incidents 
of the organization within the same terri- 
tory of two governments, each possessed 
of the taxing power.” The last step was 
taken in 1939, in Graves v. New York 
ex rel. O'Keefe, wherein Collector v. 
Day was specifically overruled. In re- 
fusing an employee of the Home Owners’ 
Loan Corporation exemption from state 
taxation, the Court held that in the light 
of this and other recent decisions, noth- 
ing was left of the original immunity 
doctrine, so far, at least, as local em- 
ployees are concerned. 

The Court has not ruled squarely on 


26 304 U. S. 405. 
3783 Law. Ed. Adv. Op. 577. 
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the question of taxing state and local 
securities since its original decision in 
1895, and Congress has not yet at- 
tempted to tax them. Here again, how- 
ever, the tendency has been to narrow 
the range of immunity from Federal 
taxation, in the adjudication of various 
collateral issues. Thus, it has been de- 
cided that profits derived from the sale 
of state bonds are taxable,** and that the 
interest paid on money borrowed to buy 
tax-exempt municipal bonds may not be 
deducted from the income tax returns.®° 
An inheritance tax on an estate which 
includes tax-exempt securities is valid,*° 
as well as a succession tax upon a be- 
quest to a municipal corporation.“ A 
Federal corporate excise tax may be 
computed on a basis which includes in- 
come from local bonds.**? A Federal tax 
on the average amount of deposits in 
banks may include deposits of a state 
government, since the tax is on the bank 
not as an agent of the state, but as a 
bank receiving deposits.* 

These cases are in accord with the 
trend of tax decisions in other fields, 
which make a distinction between in- 
come and its source. Thus, a state may 
tax the securities of another state,“* and 
one state may tax a resident on income 
received from rents on land in another 
State, the Court asserting that “income 
is not necessarily clothed with the tax 
immunity enjoyed by its source.” *® In 
upholding a recent state gross income 
tax as applied to the interest on local 
bonds issued tax-exempt, the Court 
argued that it was not unreasonable for 

88 Willcuts v. Bunn, 282 U. S. 216 (1931). 

39 Denman v. Slavton, 282 U. S. 514 (1931). 

40 Gremer v. Llewellyn, 258 U. S. 384 
(1922). 

#1 Snyder v. Bettman, 190 U S 249 (1903) 

42 Flint v Stone Tracy Co., supra, note 31. 

43 Manhattan Co. v. Blake, 148 U. S. 412 
(1893). 

44 Bonaparte v Tax Court, 14 Otto 592 
(1881). 

45 People ex rel. Cohn v. Graves, 300 U. S. 
308, 313 (1938). 


the state to make a distinction between 
taxing the bonds and taxing the interest 
on the bonds, for the tax “is not laid 
upon the obligation,” but rather “upon 
the net results of a bundle or aggregate 
of occupations and investments.” * The 
well-established doctrine that the states 
may tax net income derived from inter- 
state commerce and exportation, al- 
though a direct burden upon such com- 
merce would be invalid, is also in point.*" 
If a tax on income is not necessarily a 
tax on its source, then, in the light of 
the present interpretation of the range 
of state immunity from Federal taxa- 
tion, national taxation of state bonds 
may very well receive the Court’s bless- 
ing without benefit of constitutional 
amendment. 


STATE TAXATION OF FEDERAL 
INSTRUMENTALITIES 


The taxability of Federal instrumen- 
talities and employees by the states pre- 
sents an altogether different legal prob- 
lem. As the court decisions now stand, 
several propositions are clearly indicated. 
First of all, there is no doubt of the fact 
that the states may tax any Federal in- 
strumentality with the consent of Con- 
gress. No question of constitutional 
right exists where Congress has removed 
all doubt by expressly permitting its 
agencies to be taxed by the states. 
Thus, the Act of Congress permitting the 
nondiscriminatory taxation of national 
bank shares was upheld. It is also 
clear that where Congress has stipulated 
exemption from local taxation, local tax- 
ation is precluded. The first issue to be 
determined in any specific instance, 


46 Hale v. State Board, 302 U. S. 95, 108 
(1937). Accord’ Adams Manufacturing Co. 
v. Storen, 304 U. S 307 (1938). 

47 United States Glue Co. v. Oak Creek, 
247 U. S. 321 (1918), Peck & Co. v. Lowe, 
247 U. S. 165 (1918). 

48 Van Allen v. Assessors, 3 Wall. 573 
(1866); First Natl Bank v. Anderson, 269 
U. S, 341 (1926), 
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thereforg, is whether Congress has ac- 
tually expressed an intent, one way or 
the other.‘® There is no case where lo- 
cal taxation of national agencies has been 
permitted in the face of a specific ex- 
emption by Congress. 

Furthermore, the distinction between 
governmental and proprietary activities 
does not apply to the activities of the 
National Government. None of its func- 
tions has ever been judicially held to be 
other than governmental, even though 
comparable state functions have been 
construed to be nongovernmental in 
character. For example, a state-owned 
bank and a municipally owned trolley 
system are proprietary activities, while 
on the other hand a Federally chartered 
bank ®° and the government-owned Pan- 
ama Railroad Company * are not. The 
Supreme Court has explicitly accepted 
the theory, long urged, that since the 
Federal Government 


derives its authority wholly from powers 
delegated to it by the Constitution, its 
every action within its constitutional power 
is governmental action, and since Congress 
is made the sole judge of what powers 
within the constitutional grant are to be 
exercised, all activities of government con- 
stitutionally authorized by Congress must 
stand on a parity with respect to their 
constitutional immunity from taxation.>? 


The principle of national supremacy in- 
sures that the will of Congress will pre- 
vail. In this as in other fields of public 
law, the federal principle has not been 
a reciprocal principle. Chief Justice 
Marshall explained the difference be- 
tween the whole and its parts in the 
very first intergovernmental tax case: 


40 Baltimore Natl. Bank v. State Tax 
Comm, 297 U. S. 209 (1936). Cf. 49 Stat. 
1185 (1936). 


60 McCulloch v Maryland, 4 Wheat 316 
(1819) ; Osborn v. Bank, 9 Wheat. 738 (1824). 

51 New York ex rel. Rogers v Graves, 299 
U. S5. 401 (1937). 

52 Graves v. New York ex rel. O’Keefe, 83 
Law, Ed. Adv Op 577, 579 (1939). 


The people of all the States, and the 
States themselves, are represented in Con- 
gress, and, by their representatives, exer- 
cise this power. When they tax the char- 
tered institutions of the States, they tax 
their constituents. .. . But, when a State 
taxes the operations of the government of 
the United States, it acts upon institutions 
created, not by their own constituents, but 
by people over whom they claim no con- 
tro].58 


The sole area of controversy is found, 
therefore, in the large number of in- 
stances where Congress has been silent 
on the subject of taxation. It is now 
clear that the silence of Congress is not 
necessarily either an invitation to tax or 
a prohibition of taxation. Justice Stone 
recently stated the rule as follows: 


Silence of Congress implies immunity no 
more than does the silence of the Consti- 
tution. It follows that when exemption 
from state taxation is claimed on the 
ground that the Federal Government is 
burdened by the tax, and Congress has dis- 
closed no intention with respect to the 
claimed immunity, it is in order to con- 
sider the nature and effect of the alleged 
burden, and if it appears that there is no 
ground for implying a constitutional im- 
munity, there is equally a want of any 
ground for assuming any purpose on the 
part of Congress to create an immunity.®4 


Burdening Federal functions 


Whether or not particular state taxes 
burden Federal functions has been the 
subject of prolonged controversy, and 
while it is true, as Justice Frankfurter 
has remarked, that the doctrines of Mc- 
Culloch v. Maryland “have been dis- 
torted by sterile refinements unrelated 
to affairs,” °° the tendency of interpreta- 
tion in recent years has been increasingly 
realistic. 

An examination of a few important 
fields of Federal activity will illustrate 

58 McCulloch v. Maryland, 4 Wheat. at 435. 


54 Supra, note 52, at 581. 
55 Ibid , at 585. 
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the present scope of Federal immunity. 
It is well established that the states may 
not tax Federal securities or their in- 
come directly, on the theory that this is 
a burden upon the national borrowing 
power," nor may the states tax the in- 
come of Federal securities by an other- 
wise valid tax which singles out Federal 
securities for discriminatory treatment.®” 
It is not improper, however, for a state 
to levy a franchise tax measured by net 
property or income which includes tax- 
exempt bonds of the United States or 
their income." A stockholder may be 
taxed on the full value of his shares, 
even if the corporation’s assets include 
tax-exempt Federal paper.” The states 
may also tax a bequest of Federal securi- 
ties.°° 

May the states tax the salaries of 
Federal employees? In the Dobbins 
case, decided in 1842, the Supreme 
Court held that the salary of the captain 
of a Federal revenue cutter was exempt 
from a nondiscriminatory local tax, and 
this holding was reaffirmed as late as 
1937, in New York ex rel. Rogers v. 
Graves, where it was held that a state 
could not tax the salary of the general 
counsel of the government-owned Pan- 
ama Railroad Company. But in the last 


58 Weston v. Charleston, 2 Pet. 449 (1829); 
Bank of Commerce v. New York City, 2 Black 
620 (1862); Smith v. K. C. Title & Trust Co, 
255 U.S. 180 (1922). 

57 Miller v. Milwaukee, 272 U. S. 713 
(1927); Macallen v. Massachusetts, 276 U. S. 
620 (1929); Schuylkill Trust Co. v. Phila- 
delphia, 296 U. S. 113 (1936), 

58 Society for Savings v. Coite, 6 Wall. 594 
(1868); Provident Institution v, Massachu- 
setts, 6 Wall. 611 .(18€8); Home Ins. Co. v. 
New York, 134 U. S. 594 (1890). 

s8 Van Allen v. Assessors, 3 Wall. 573 
(1866); Cleveland Trust Co v. Lander, 184 
U. S. 111 (1902); Des Moines Natl. Bank v. 
Fairweather, 263 U. S. 103 (1926); Schuylkill 
Trust Co. v. Pennsylvania, 302 U. S. 506 
(1938). 

80 Plummer v. Coler, 178 U. S. 115 (1900). 

81 Dobbins v. Comm’r, 16 Pet. 435. 

62 299 U S 401. 


term of court, the Rogers case was spe- 
cifically overruled when it was decided 
that an attorney employed at a fixed an- 
nual salary by the Home Owners Loan 
Corporation to examine titles was not 
free from the obligation of paying e state 
income tax; since the statute setting up 
this agency did not specify immunity, 
the Court ruled that none shou-d be 
granted, for the tax imposed no economic 
burden on the government.®* “The the- 
ory which once won a qualified ap- 
proval,” it was asserted, “that a tex on 
income is legally or economically a tax 
on its source, is no longer tenable.” 


Lessees of Indian lands 


The evolution of the doctrine of im- 
munity with respect to lessees of Indian 
lands presents a parallel situation. In 
several cases the Supreme Court estab- 
lished the immunity of lessees of mines 
or oil wells on restricted Indian lands 
from local occupation, capital stock, ad 
valorem, and income taxes, on the the- 
ory that they were Federal instrumen- 
talities.°4 But this immunity was soon 
subjected to one limitation after anotker. 
A railroad whose right of way and sta- 
tion grounds were granted by Congress 
to serve mines situated on Indian lards 
was denied exemption.*° The shift from 
the old policy of restricted allotments to 
the new policy of permitting and en- 
couraging Indians to assume the respon- 
sibilities of citizenship was also taken 
into consideration.®* Furthermore, taxa- 
tion was allowed where the oil had been 
removed from the land and stored in the 


88 Graves v. New York ex rel. O'Keefe, 
supra, note 52. 

84 Choctaw R. Co. v Harrison, 235 U. S 
292 (1914); Jaybird Mining Co. v. Weir, 271 
U. S. 609 (1926); Indian Territory Oil Co. v. 
Oklahoma, 240 U. S. 522 (1916); Gillespie v. 
Oklahoma, 257 U S 501 (1922). 

65 Choctaw R. Co v. Mackey, 256 U. S. 
531 (1921). 

66 Shaw v. Oil Corp, 276 U. S. 575 (1928) , 
Leahy v. State Treasurer, 297 U.S. 420 (1936). 
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lessee’s tanks,” and where the tax was 
on the’ lessee’s buildings and machin- 
ery.®8 

Finally, in 1938, the Court overthrew 
the whole doctrine of immunity by rul- 
ing that lessees of government lands may 
be compelled to pay state income taxes 
on incomes derived from the land, since 
the Federal Government is not bur- 
dened.®* Similarly, while it is well es- 
tablished that lands owned by the 
United States are not subject to state 
taxation,” even though leased to private 
parties,” tax exemption disappears after 
the land passes to private ownership,” 
even though title has not been formally 
transferred.” A state may also tax land 
purchased from a Federal housing cor- 
poration, even though the government 
retains the right of foreclosure, at least 
to the extent of the equitable interest 
of the buyer.** 


Those doing business with government 


The Court has been increasingly criti- 
cal of the claim to immunity from local 
taxation advanced by persons or corpora- 
tions having business dealings with the 
government. A state may not levy a tax 
directly on sales to government agen- 
cies,"* or on the withdrawal from storage 
of gasoline sold to the United States, a 


6’ Indian Territory Illuminating Oil Co. v. 
Brd. of Equalization, 288 U. S. 325 (1933) 

68 Taber v. Indian Territory Dlummating 
Oil Co, 300 U. S. 1 (1937). 

89 Helvering v. Mountain Producers Corp., 
303 U. S. 376. 

70 Van Brocklin v. Tennessee, 117 U S. 151 
(1886) ; Irwin v. Wright, 258 U.S 219 (1922). 

71 Springfield v. United States, 99 F (2d) 
860 (C. C A. Ist, 1938). 

72 Exchange Trust Co. v. Dramage Dist , 278 
U. S. 421 (1929). 

78 Bothwell v. Bingham County, 237 U S. 
642 (1915). 

74 New Brunswick v. United States, 276 U.S, 
547 (1928). 

153 Panhandle Oil Co v. Mississippi, 277 U. 
S. 218 (1928); West Co. v. Johnson, 20 Cal. 
App. (2d) 95, 66 Pac. (2d) 1211 (1937), cert. 
denied, 302 U. S. 638 (1937). 


necessary step in the sale itself,7* or on 
telegraph messages sent by officers of 
the United States on public business.” 
On the other hand, a state may tax the 
interest of a company owning a dry dock 
on land conveyed to it by the United 
States, notwithstanding the fact that in 
case of the nonfulfillment of a subse- 
quent condition the land would be for- 
feited to the United States, and the gov- 
ernment retained a continuing right to 
use the dock, the tax being only on the 
company’s interest." Similarly, a state 
may tax premiums collected by insur- 
ance companies on surety bonds of 
United States officials.” The machinery 
and boats of a dredging company en- 
gaged in work in pursuance of a con- 
tract with the United States may be 
taxed,®° as well as property used to per- 
form a contract to carry the mails, even 
though the tax is measured by gross re- 
ceipts.® A state excise tax on gasoline 
used by a contractor with the Federal 
Government for the construction of river 
levees is valid.*? 

Recently the Court upheld a non- 
discriminatory state privilege tax on 
gross receipts,®* an occupation tax on 
gross income,®* and a personal income 
tax on net income ® of contractors with 
the government. In these cases the idea 
was developed that the burden of such 

76 Graves v. Texas Co., 298 U. S. 393 (1936). 

77 Western Union Co. v. Texas, 105 U. S. 
460 (1882); Williams v. Talladega, 226 U. S. 
404 (1912). 

18 Baltimore Shipbuilding Co. v. Baltimore, 
195 U.S. 375 (1904). 

78 Fidelity & Deposit Co. v. Pennsylvania, 
240 U. S. 319 (1916). 

80 Gromer v. Standard Dredging Co, 224 
U. S. 362 (1912). 

81 Alward v. Johnson, 282 U. S. 509 (1931). 

82 Trinityfarm Construction Co. v. Grosjean, 
291 U. S. 466 (1934). 

88 James v. Dravo Contracting Co., 302 U. 
S. 134 (1937). 

8t Silas Mason Co. v. Tax Comm, 302 U. S. 
186 (1937), 

85 Atkinson v. Tax Comm., 303 U. S. 20 
(1938). 
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taxation upon the Federal Government, 
if any at all, is remote and indirect, that 
the cost to the government is not inevita- 
bly increased since the contiactor may 
absorb the tax, and that in any event, 
taxes should be regarded as a normal 
part of the expense of getting the work 
done. The Court did not believe that 
this opened the door to destructive state 
taxation, since this argument “ignores 
the power of Congress to protect the 
functions of the National Government 
and to prevent interference therewith 
through any attempted state action.” 3° 
After all, it is rather well established to- 
day that the power to tax is not neces- 
sarily the power to destroy. 


Federal incorporation 


The same view prevails with respect 
to corporations which the government 
has chartered but which are privately 
owned and operated for profit, for it is 
now settled doctrine that the mere fact 
of Federal incorporation does not render 
the corporation tax-exempt if Congress 
has not stipulated exemption by law. Of 
course, this does not mean that the states 
may tax the franchise itself, for that 
would be a burden upon the power to 
create it.8? Thus, railroads having Fed- 
eral charters are subject to local taxa- 
tion of their property, for in giving the 
Constitution a “practical construction” 
the Court saw no point in needlessly em- 
barrassing the states in the collection of 
their necessary revenues without any 
corresponding advantage to the United 
States.® Similarly, immunity from lo- 
cal taxation does not follow from the 
fact that the Federal Government has 
given franchises or licenses to companies 

86 James v Dravo Contracting Co., 302 U 
S. at 160. 

87 Cahfornia v. Central Pac. R. Co, 127 
U. S. 1 (1888). 

88 Railroad Co. v. Peniston, 18 Wall. 5, 31 
(1873) ; Thomson v. U. P. R. Co., 9 Wall 579 


(1869) ; Central Pac. R. Co. v. California, 162 
U S. 91 (1896). 


engaged in the telegraph, bridge-build- 
ing, electric power, or warehouse busi- 
ness,® for “the mere extension of con- 
trol over a business by the National 
Government does not withdraw it from 
a local tax which presents no obstacle to 
the execution of the national policy.” °° 
Thus also, the astounding rule once an- 
nounced by the Court that royalties de- 
rived from patents issued by the gcvern- 
ment were not subject to state taxation ° 
was soon limited in scope,®? and then 
squarely overruled four years later when 
the Court upheld a state privilege tax on 
the business of licensing copyrighted mo- 
tion pictures, measured by gross receipts, 
since the United States has no in-erest 
aside from the general benefits derived 
by the public from the labor of au- 
thors.** 

Congress has also created corporations 
of its own, most of them to meet the 
emergencies of the war and the depres- 
sion, of which it maintains direct owner- 
ship, and many of which produce reve- 
nue. Most of these corporations are 
specifically exempted from direct taxa- 
tion by the states except as to their 
realty, and as a matter of constitutional 
law they may not be taxed directly by 
the states if the tax is burdensome. 
Thus, it was held that the states could 
not tax the physical property of corpora- 
tions chartered by the government for 
war purposes.” Mortgages held by a 
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Federal agency, which are declared by. 


law to be governmental instrumentali- 
ties, are not subject to a state mortgage 
recordation tax.” Nor is a Federal cor- 
poration required to pay an entrance fee 
to do business within a state,” or local 
motor vehicle license taxes.” In the 
absence of any grant of immunity by 
Congress, however, the Court recently 
ruled that attorneys employed by the 
Home Owners’ Loan Corporation, the 
Reconstruction Finance Corporation, 
and the Regional Agricultural Credit 
Corporation were no longer immune 
from nondiscriminatory state income 
taxes.°® Various state courts are begin- 
ning to follow suit by refusing exemp- 
tion to employees of various Federal 
farm credit agencies.*® 


DIFFERENTIAL FACTORS 


The essence of the prevailing view 
with respect to intergovernmental taxa- 
tion is found in the separation of income 
from its source and in the distinction be- 
tween a nondiscriminatory tax and a dis- 
criminatory one. Congress may ask 
state employees to pay an income tax 
which all persons in the country are re- 
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quired to pay, but it would be a burden 
on the state to single out its employees 
for special treatment. Indeed, the tax 
which was condemned in the McCulloch 
case was directed specifically against the 
Bank of the United States, and could 
have been set aside merely on grounds 
of discrimination.1°% But the nationalis- 
tic Marshall, speaking in terms of the 
sweeping absolutes of the age of ra- 
tionalism, was anxious to establish the 
supremacy of the Federal Government 
when he announced that the power to 
tax is the power to destroy. As Justice 
Holmes remarked, “In those days, it was 
not recognized as it is today, that most 
of the distinctions of the law are distinc- 
tions of degree. .. . The power to tax 
is not the power to destroy as long as 
this court sits.” 1% 

That these tax immunities are unde- 
sirable from the social and economic 
points of view is agreed by most students 
of the subject. Says Professor Paul 
Studenski: 


It is conceded generally that tax exemp- 
tion results in heavy losses of revenue to 
the Federal Government, that it diverts the 
flow of capital from private industry and 
hence retards industrial growth, that it per- 
mits some citizens to escape their proper 
share of the costs of government, and that 
it invalidates the ability-to-pay principle of 
taxation to which we, as a democratic 
people, are presumably committed.1%? 


Furthermore, it may be added that a 
special inequity results from the fact 
that under a system of progressive taxa- 
tion the relative advantages of tax ex- 
emption are greater for those who have 
large incomes. 


ABOLITION OF TAX EXEMPTIONS 
President Roosevelt took an impor- 


100 See the remarks of Justice Stone in 
Helvering v. Gerhardt, 304 U. S. at 413. 

101 Dissenting in Panhandle Oil Co. v. Mis- 
sissippi, 277 U. S. at 223. 

10217 Tax Mag. 5, 6 (1939). 
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tant step in the direction of a more 
equitable tax system when he sent a 
special message to Congress, on April 
25, 1938, asking for the enactment of “a 
short and simple statute” abolishing all 
tax exemptions of both Federal and state 
instrumentalities.1°? Congress responded 
with the passage of the Public Salary 
Act of 1939,1° which brought the sal- 
aries of state officers and employees 
within the ambit of the Federal taxing 
power, and expressly permitted the non- 
discriminatory taxation of the salary of 
any officer or employee of the United 
States by the states. No action has yet 
been taken with respect to the taxation 
of securities, although hearings have 
been held on the subject by a special 
Senate committee. It should be noted 
that there is no inclination on the part 
of either the President or Congress to 
make any tax in this field retroactive. 
The yield to the Federal Government 
alone which would result from abolishing 
tax exemptions would be considerable. 
The Treasury found that state and local 
interest-bearing securities outstanding on 
June 30, 1938 amounted to $19,170,- 


108 83 Cong. Rec. 5683. 
104 Pub, Laws, 76th Cong., 1st sess., c. 59. 


000,000, and that the value of ql! securi- 
ties of the Federal Government and its 
agencies was $44,568,00C,000, of which 
securities about one-third were wholly 
tax-exempt and two-thirds partially ex- 
empt.2°% Under-Secretary of the Treas- 
ury Hanes recently estimated that the 
annual increase in revenue to the United 
States from abolishing th2 exemption of 
all bonds would be from $179,009,000 
to $337,000,000, and that the annual in- 
crease in interest costs to the govern- 
ment would be from $19,000,000 to 
$50,000,000. The yield to tke gov- 
ernment from taxing state and local 
employees was estimated at but $16,- 
000,000, for, although there are some 
2,600,000 state and local employees, 
their average salary is but $1,400, and 
only a fourth of them receive more than 
$2,500.1°° In addition, one may say 
that the abolition of these tax immuni- 
ties would have beneficial moral results, 
for government has an obligation to be 
just and fair to all. 


105 Annual Report, Secretary of the Treas- 
ury, June 30, 1938, p. 543. 

108 Special Committee on Taxation of Gov- 
ernmental Securities and Salaries, Hearings, 
United States Senate, 76th Tong., Ist sess, 
Jan. 18-Feb. 16, 1939, Part I, pp. 10-21. 
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Federal-State Personnel Relations 


By Gerorce C. S. BENSON 


HE rapidly expanding literature of 

public administration has wisely ig- 
nored much of the old-line political sci- 
ence which was one of its several parents. 
It has not worried itself greatly about 
sovereignty or pluralism or academic dis- 
tinctions between types of states, and 
has thus avoided much confused meta- 
physical thinking, all unrelated to re- 
ality. 

At the same time, however, public ad- 
ministration should be alert to pick up 
any political science viewpoints which 
may affect the basic goals of our ad- 
ministrative institutions. Recent treat- 
ments of administrative aspects of Amer- 
ican federalism have been unfortunately 
devoid of careful analysis of the manner 
` in which the fundamental goals of our 
American federal system are affected 
by the administrative institutions de- 
scribed. 

For example, Professor V. O. Key’s 
otherwise brilliant study of The Admin- 
istration of Federal Grants to States? 
omits the most fundamental reason for 
operating governmental services through 
grants to the states rather than through 
a Federal agency—the value of political 
decentralization for the maintenance of 
constitutional, democratic government. 
Moreover, although the book mentions 
such other important purposes of a 
grants-in-aid system as the desirability 
of flexibility, it consistently omits men- 
tion of instances in which an excess of 
Federal administrative zeal has defeated 
these purposes. Similarly, Professor 
Jane Perry Clark portrays The Rise of 
a New Federalism? in a volume which, 
however stimulating, makes almost no 
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attempt to define the goals of our fed- 
eral system or to appraise any of the 
various devices of the new federalism in 
the light of these objectives. The editor 
of this issue of THe ANNALS displays a 
broader viewpoint in his Untform State 
Action,® but even he fails to evaluate the 
techniques which he portrays in the light 
of their effect on the ultimate aims of 
the federal system. 

This brief article cannot hope to 
achieve what these learned authors have 
failed to accomplish. It aims merely to 
suggest a method of analysis which, ap- 
plied to certain Federal administrative 
institutions, will not ignore all that com- 
parative and historical political science 
has taught about federalism. Particular 
application will be made to the field of 
Federal-state personnel relations, since 
the writer has had both official connec- 
tions and research relationships with 
Federal and state agencies in that 
sphere. In fairness to the reader, how- 
ever, it should be noted that these re- 
flections are only offshoots of these ex- 
periences, and that the writer might 
express very different viewpoints if he 
had conducted researches as extensive as 
those noted above. 


VALUES AND CRITICISMS OF 
FEDERALISM 


What advantages do we feel that our 
federal system possesses as contrasted 
with a unitary system? The following 
distinctive features are certainly funda- 
mental: 

1. The prevention, by division of the 
agencies possessing political power, of 
the acquisition by any one agency of 
power sufficient to overthrow democratic, 
constitutional government; 


3 Chapel Hill: University of North Carolina 
Press, 1934. 
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2. An opportunity for experimenta- 
tion in governmental matters; 

3. An opportunity to adapt govern- 
mental programs to needs of different 
localities; 

4, An opportunity to train our citi- 
zenry in state institutions before select- 
ing them for national responsibilities; 

5. The administrative advantages at- 
tendant upon a forced administrative de- 
centralization. 

Recognition of the desirability of these 
goals does not, however, deny the valid- 
ity of certain basic criticisms of a federal 
form of government. The most obvious 
disadvantages are: 

1. The tendency of freedom of com- 
merce—almost universal within federal 
systems—to place economic handicaps 
on progressive social legislation by mem- 
bers of the system. These handicaps 
frequently operate to prevent establish- 
ment of even minimum nationwide 
standards, 

2. The great variations in financially 
feasible governmental programs of mem- 
ber states which result from the unequal 
economic resources of different members 
of federal systems. These variations ad- 
versely affect establishment of nation- 
wide minimum levels of government per- 
sonnel. 

3. The central government almost in- 
evitably possesses a predominance in 
financial resources over most of the 
member units, simply because most taxes 
can be collected more effectively over an 
entire economic area than over portions 
of such an area. 

A problem, if not a disadvantage, 
arises from the fact that the financial 
strength of the federal government often 
exceeds its responsibilities. Federal 
financial supremacy often results in 
higher-salaried personnel and hence bet- 
ter administrative standards. Some sys- 
tem is needed whereby not only some of 
the money may be passed on to member 
units, but also some of these higher ad- 


ministrative standards may bę estab- 
lished within the states.* 


Frecps oF GRANTS-IN-AID 


One of the natural results of the de- 
sire to maintain the basic values of fed- 
eralism and yet to overcome its basic 
disadvantages has been the grants-in-aid 
system. Such systems are now in effect 
in connection with several aspects of 
public welfare—including public health, 
public assistance, and one form of social 
insurance—with roads, with limited as- 
pects of education and conservation, 
with military affairs, with agricultural 
research and education, and with em- 
ployment offices. At present, indications 
point to the extension of grants-in-aid to 
other fields. A discussion as to what 
fields of governmental activity are, in 
view of the underlying purposes of our 
federal system, most appropriate for 
grants-in-aid, although beyond the scope 
of this article, would prove useful and 
interesting. 

Within the fields of grants-in-aid ac- 
tivity, one of the most crucial problems 
of Federal-state relations is that of selec- 
tion and tenure of personnel. Personnel 
standards are the key to successful ad- 
ministratior——a fact which most Federal 
agencies realize. On the other hand, an 
unhealthy majority of the states have 
been operating their administrative ma- 
chinery without any true personnel 
standards. Although glad to receive 
Federal funds to hire more friends or 
political allies, many state administra- 
tions object to Federal “interference” in 
selection of personnel for the Federally 
aided activities. This dualism of view- 
point makes the personnel field a partic- 
ularly interesting one from the stand- 

* All these points could be expanded upon 
and other points which arise in particular 
federal systems could be discussed far beyond 
the scope of this article. It is hoped, how- 
ever, that this too succinct statement will 


serve the purpose of illustrating the technique 
needed in cr-tical literature in this field. 
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point of Federal-state relations and also 
an excellent one in which to analyze new 
administrative developments in the light 
of the objectives of federalism. 


FEDERAL POLICY TOWARD STATE 
PERSONNEL 


Three major methods of approach 
characterize Federal policy towards state 
personnel in aided activities. The first, 
exemplified by the Federal Bureau of 
Public Roads, leaves personnel problems 
almost entirely to the states and at- 
tempts to judge whether or not the state 
performance is up to the nationwide 
standard by measuring the administra- 
tive performance on the job. This lais- 
sez faire attitude towards personnel does 
not interfere with three of the five pur- 
poses of federalism outlined above—i.e., 
division of power, chance for experiment, 
and opportunity for localized adaptation. 
It has, however, resulted in extensive 
political machinations in state highway 
departments which, it might be claimed, 
“mistrain” citizens for national responsi- 
bility. A more definite charge grows out 
of the fact that frequent political over- 
turns in state highway departments re- 
sult in a financial wastage which escapes 
the spotlight under the Bureau’s system 
of measuring administrative perform- 
ance. Thus, the fullest attainment of 
two of the goals of grants-in-aid—a na- 
tionwide level of governmental per- 
formance and an improvement of ad- 
ministrative standards—is less likely to 
be secured by this method. 

The second method may be character- 
ized as one of occasional interference 
with state personnel decisions. This ap- 
proach, which usually takes the form of 
withholding approval of appointments, 
Professor Key has described as “an un- 
systematic effort to deal with aggravated 
situations on the basis of no explicit 
Federal policy.” © This policy has been 

SThe Administration of Federal Grants to 
States, p. 315. 
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followed—with a minimum of pressure 
—by the Co-operative Extension Office 
of the United States Department of 
Agriculture in connection with agricul- 
tural extension work, and by the Office 
of Experiment Stations in connection 
with state agricultural experiment sta- 
tions. Like the first method noted 
above, it does not seem’ to obstruct the 
accomplishment of any of the goals of 
federalism. And, especially in the case 
of the experiment stations, which usually 
enjoy college or university immunity 
from state politics, it has been possible 
to steer clear of the rocks of politics. In 
the case of the extension service, how- 
ever, the establishment of a national 
minimum standard of aid to farmers has 
not been achieved.® 

The same method was followed much 
more aggressively by the Federal Emer- 
gency Relief Administration. The writer 
is not in a position to say whether 
F.E.R.A. policies did violence to any 
of the fundamentals of American fed- 
eralism. The political reactions which 
resulted from these policies, however, 
certainly hindered subsequent develop- 
ment of nationwide administrative stand- 
ards by other granting agencies, and it 
is generally supposed that they were not 
unrelated to the insertion of the paren- 
thetical clause in the original Social Se- 
curity Act which prohibited control of 
personnel methods by most of the grant- 
ing agencies operating under that act.’ 
The way in which the Federal Emer- 
gency Relief Administration used its 
power to approve state appointments 
also pointed towards a type of political 
centralization which federalism aims to 
to avoid. 

Federal control of state personnel is 


6 See Gladys Baker. The County Agent (Chi- 
cago: University of Chicago Press, 1939), pas- 
stm, but especially Chaps. V and VIL 

T In this connectior see Lewis Meriam, “Per- 
sonnel Administration under the Social Security 
Act,” Tue Annars, March 1939, pp, 159-64. 
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also frequently achieved by setting up 
minimum education and experience qual- 
ifications for personnel. The Rehabilita- 
tion Service, the Vocational Education 
Service, and the United States Public 
Health Service have used this technique. 
While further study would be necessary 
to demonstrate the point, the writer is 
inclined to believe that this technique 
often fails to secure nationwide admin- 
istrative standards, since it sometimes 
creates an opportunity to appoint in- 
competent people. Occasionally, only 
incompetent people meet the specifica- 
tions. “Standards” thus become barriers 
to good selection. Worse than that, 
however, it sometimes ties a program 
down to some narrow professional view- 
point, and thus the chance for experi- 
mentation in the different states—one of 
the goals of a federal system—is cur- 
tailed. In so far as nationwide stand- 
ards are not applicable in certain states, 
it prevents adaptation to the needs of 
different areas. 

The requirement of merit systems in 
the services aided seems to be the most 
promising Federal method thus far at- 
tempted. Of course this is true only if 
the merit systems are under state aus- 
pices. The United States Employment 
Service has required merit systems—ad- 
mittedly too Federal in their original ad- 
ministration, but now somewhat more 
under state control. The revised Social 
Security Act will enable the Social Se- 
curity Board to prescribe the state merit 
systems which it has previously only 
been able urgently to recommend. If 
the Board in its administration of this 
new power keeps in mind the fundamen- 
tal aims of a federal system, the results 
of the experiment should be highly de- 
sirable. 

To keep in mind the aims of a federal 
system is, however, a task more easily 
said than done. The merit-system re- 
quirements should be sufficiently rigid 
to insure that appointments will be made 


. only from eligible registers, that persons 


shall not be removed for political rea- 
sons, and that the process of examination 
and appointment shall be free from fac- 
tors tending to favor particular indi- 
viduals or factions. At the same time, 
it should definitely leave rocm for varia- 
tions from state to state, according to 
different local conditions, and should 
provide opportunity for experimentation. 
The middle way which combines all these 
advantages will be hard to discover. 


DANGERS OF FEDERAL REQUIREMENTS 


A few suggestions may be made, how- 
ever. The Federal agencies should be 
extremely cautious about requiring or 
even strongly suggesting years of cer- 
tain experience or certain education as 
minimum qualifications. This is espe- 
cially true in the various fields of activ- 
ity for which professional requirements 
are not yet universally agreed upon, or 
for which professional schools are only 
training in part (since they often have 
not yet adjusted themselves to public 
needs). There is a growing danger from 
professional overspecialization in Ameri- 
can society. It would be extremely un- 
fortunate if grants-in-aid should serve to 
let narrow professional g-oups in the | 
Federal Government dictate the estab- 
lishment of similar narrow professional 
groups in state services. Professor Key 
repeatedly points out as an advantage of 
grants-in-aid that they enable profes- 
sional administrators to have their own - 
way on matters of appointment. In do- 
ing so he ignores the dangers both of 
narrow professionalism ard of loss of 
state political responsibility. The writer 
in saying this does not loss sight of the 
necessity for Federal standards for state 
personnel. 

On the matter of experience require- 
ments, there is the further danger, noted 
above, that Federal standards may be- 
come barriers to more competent per- 
sonnel. Experience requirements may 
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handicap a departmental personnel. ` 
Unemployment compensation is now 
facing this situation to some extent as 
a result of a Federal “suggestion” of 
experience for claims examiners. In one 
southern state, able, likable school teach- 
ers had to be turned away from a $1,000- 
a-year receptionist job because they had 
no clerical experience. The Federal staff 
was not aware of the low level of salaries 
and the high quality of applicant person- 
nel in that state. Experience require- 
ments may also assume political signifi- 
cance if there is a battle of ins against 
outs, and the control of this weapon by 
one agency would violate a basic purpose 
of the federal system. 

Residence requirements raise a rather 
knotty problem. In themselves, they 
often operate against selection of the 
best personnel. On the other hand, if a 
grants-in-aid system is designed to ad- 
mit of adaptation to regional or state 
needs, perhaps residence requirements 
may serve a useful purpose. Thus far 
Federal agencies have not displayed 
marked tendency to eliminate them, and 
where such efforts have been made—as 
in the attitude of the Department of 
Agriculture toward having county agents 
work in the county where they were 
reared—the position is not unreason- 
able. 

The Federal requirement of a merit 
system is likely to have as an important 
by-product advantage the encourage- 
ment of general state merit systems 
which include departments not receiving 
Federal aid. Thus one of the basic goals 
of grants-in-aid—the improvement of 
state administrative standards—can be 
achieved without any danger to the fed- 
eral system. It will be interesting to 
see whether the Social Security Board’s 
power to require merit systems will con- 
tinue to have the good influence in this 
direction which is said to have accom- 
panied its recommendations of such sys- 
tems. It has also been said that the 
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Federal Government requirements have 
taught the states to dislike or to evade 
merit systems. Both statements need 
investigation. The Federal staff needs 
also to be alert to the possibility of 
passing information from state to state— 
a legitimate but often overlooked goal 
of the federal system. 


JOINT EXAMINATIONS AND 
APPOINTMENTS 


Turning from the subject of grants-in- 
aid to other types of Federal-state per- 
sonnel relations, we may note the inter- 
esting possibilities inherent in the use of 
joint Federal-state examinations in cases 
where uniform class specifications have 
been worked out for state and Federal 
positions. For a number of years the 
United States Civil Service Commission 
has offered to state governments lists of 
persons from their respective states on 
Federal eligible registers. If Federal- 
state examinations could be offered 
jointly, there might be real economy and 
greater opportunity for study of statisti- 
cal validity and perhaps even reliability 
of examinations. 

Several difficulties are apparent, how- 
ever. The United States Civil Service 
Commission examining unit, although 
improving, is not financed on a scale to 
permit better performance than that of 
a number of the best state and local 
staffs. Hence, it is hardly fitted to as- 
sume leadership in any movement for 
joint examinations. A number of Fed- 
eral personnel practices also do not 
appeal to ‘the best state and local 
jurisdictions. The device of selective 
certification in the Federal system, while 
having real administrative utility, is 
susceptible to great political pressure. 
The complicated statutory classification 
system of the Federal Government is 


8 One of the best sources of information is 
an unpublished manuscript by Elmer B. Staats 
of the staff of the United States Budget Bu- 
reau. 
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frequently criticized by state and local 
technicians. It would be particularly 
difficult in the case of posts involving 
administrative responsibility to devise 
uniform class specifications as a basis 
for joint Federal-state examinations. 
Only when our personnel people begin 
to plan recruitment in terms of careers 
in public service will joint entrance ex- 
aminations be feasible. 

In ber volume on The Rise of a New 
Federalism, Professor Clark has devoted 
some attention to the practice of joint 
Federal-state appointments to office,” 
and she cites the elimination of unneces- 
sary duplications of Federal and state 
services as the major advantage of the 
policy. Undoubtedly this simplification 
is often desirable, and other advantages 
could certainly be found. In answer to 
the major objection that administrative 
responsibilities of the official who holds 
a joint appointment are divided, Pro- 
fessor Clark admits the necessity of— 
and defends the sufficiency of—a 
planned and co-ordinated scheme. The 
danger that such a scheme might under- 
mine two basic principles of our fed- 
eralism—(1) a division of political 
power, and (2) adminis-rative decen- 
tralization—she does not discuss. Per- 
haps this danger is visionary, but it 
would be well to investigate the possi- 


9 See the interesting Chapter IV on “Co- 
operative Use of Government Personnel,” and 
also pp. 296-300, (Columbia University Press, 
1938 ) 


bilities thoroughly before indorging the 
new technique. 


Topics FoR RESEARCH 


In concluding, the author wishes to 
repeat that this brief article is designed 
only to raise questions and to suggest 
methods of approach. The whole field 
of Federal-state relations offers rich op- 
portunities for discussion and research, 
and this note will close with a very par- 
tial list of possible topics: *° 

1. Are there actual instances in which 
minimum qualification requirements 
worked against experimentation in state 
programs? 

2. Have such requirements appre- 
ciably limited the possibility of selecting 
capable persons in given states? 

3. Can poor administrative perform- 
ances be traced to political overturns in 
an appreciable number of instances? 

4. Has the furnishing of examination 
questions by Federal agencies been con- 
ducted in accordance with state policies? 

5. What have been the actual results 
of state use of Federal registers? 

6. How much Federal partisan poli- 
tics has been discernible in Federal 
approval or disapproval of state em- 
ployees? 


10 Tt is suggested that persons who are in a 
position to write up specific cases on these 
or related questions communicate with Mr. 
Charles S. Ascher of the Committee on Public 
Administration of the Social Science Research 
Council. 


George C. S. Benson is associate professor of politi- 
cal science and director of the curriculum in public 
administration at the University of Michigan, Ann 
Arbor. He is a member of the Board of Directors of 
the National Civil Service Reform League, a member 
of the Michigan State Planning Commission and of 
the Civil Service Advisory Board of the Michigan Un- 
employment Compensation Commission, and consultant 
for the National Resources Planning Board. 


-Municipalities and the Federal Government 


By Raymonp S. SHORT 


HE new and more intimate relation 

of municipalities to the Federal 
Government has been one of the most 
significant developments of the present 
decade. Officials—both local and Fed- 
eral—are just beginning to realize that 
this new relationship, born of the depres- 
sion, is likely to be permanent. The 
depression, the growing complexity of 
society, and an expanding concept of 
civic needs have imposed new demands 
upon every level of government, the sat- 
isfaction of which has forced the adop- 
tion of new channels for intergovern- 
mental co-operation. 

Viewed in terms of the volume of 
services today, the principal govern- 
mental units are, first, the municipality 
and, second, the National Government.t 
Yet in spite of this, the first mention of 
municipalities in a Federal statute came 
in 1932 when the Reconstruction Fi- 
nance Corporation was authorized to 
make loans directly to cities for self- 
liquidating projects upon approval of 
the application by the governors of the 
states affected. The depression created 
a situation in which cities found them- 
selves in dire need of immediate aid. 
The states were not in a position to offer 
the needed assistance, nor had they 
developed adequate channels through 
which the Federal Government might 
extend the aid. On the other hand, Con- 
gressional remedies for recovery called 

. for the co-operation of local govern- 
ments. From this situation developed 
direct contacts between Washington an 
the local governments. 

During the early years of the depres- 
sion emphasis was placed upon attaining 


1 Urban Government, Volume I of the Sup- 
plementary Report of the Urbanism Committee 
to the National Resources Committee, Wash- 
ington, 1939 


certain objectives rather than upon the 
proper allocation of functions or upon 
the development of permanent principles 
for intergovernmental co-operation. For 
the most part, Congress seemed little 
nearer the consideration of these prob- 
lems in 1939 than in 1933. 


FEDERAL-MUNICIPAL CONTACTS 


Growing out of the interrelation of a 
Federal Government which needed the 
co-operation of local governments in in- 
stituting recovery measures, and local 
governments which were in dire need of 
Federal financial aid, came several types 
of Federal-municipal contacts. By way 
of contrast it may be well to note the 
character of the great majority of pre- 
New Deal Federal-municipal relations. 
These relations, for the most part, were 
casual and incidental, developing from 
the administrative necessity for contact 
between governmental levels. Aid was 
in the form of statistical, research, in- 
formational, and advisory services.? 

Of course, this type of relationship is 
not confined to the predepression period. 
It characterizes many of the contacts 
which have developed during the last 
seven years in the expansion of the work 
of the regular branches of the National 
Government. 

Then, too, some municipal functions 
came under the direct control of Federal 
agencies as incidental regulations under 
powers conferred upon the National 
Government but which parallel to a cer- 
tain extent local functions. There has 
been an expansion of this type of con- 

2¥For a detailed account of these develop- 
ments see Urban Government, Vol. I, Part II, 
Sec. 1; P. V. Betters, Federal Services to Mu- 
sucipalities, Municipal Administration Service, 
1931; and P. V. Betters, “The Federal Govern- 


ment and the Cities: A Problem in Adjust- 
ment,” THe ANNALS, Sept. 1938. 
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tact also in the past few years, as, for 
example, the licensing and regulation of 
municipal airports. 

With the coming of the depression, 
unemployment and relief kecame such 
acute problems that the National Gov- 
ernment set up the now familiar relief 
and work relief agencies to cope with 
them. Since unemployment and need 
for relief were most urgent in urban 
areas, and state organizations adequate 
to serve as channels for the distribution 
of Federal aid were lacking, national 
agencies dealt directly with municipali- 
ties. 

As a result, an important zlass of con- 
tractual relations between municipalities 
and the public works and work relief 
agencies developed. In this class of 
relationships the states acted primarily 
as authorizing or promotional agents 
through the passage of enabling legis- 
lation. The Work Projects Administra- 
tion and its predecessors illustrate a type 
of contractual relationship in which the 
Federal rather than the local agencies 
took the primary responsibility for mak- 
ing the contracts. This developed, ac- 
cording to the Urbanism Committee, be- 
cause of the fact that the agreements for 
selecting, supervising, and sharing the 
costs of work relief projectes approached 
a uniform nationwide function.’ 

A different type of contractual rela- 
tion was set up with respect to public 


works involving such agencies as the, 


Public Works Administration and the 
Reconstruction Finance Corporation. 
Although not primarily a public works 
project, the United States Housing Au- 
thority falls in the same class of relation- 
ship. In these cases, contracts are made 
with individually selected agencies. Lo- 
cal agencies initiate the contracts and 
the primary responsibility is theirs. 
Direct contacts have likewise been 
established in those fields in which the 
National Government has set up regular 
3 Urban Government, Vol. I, p. 97. 


services which would benefit local gov- 
ernments but where the states do not 
perform functions parallel to municipal 
services. The Federal Bureau of In- 
vestigation deals directly with cities in 
cases of criminal investigation and in 
conducting a training.school for police 
officers. Federal recreation contacts 
have been maintained directly with the 
municipalities. The recently created 
Civil Aeronautics Authority plans to 
work with cities in the development of 
a Federal airport plan. In fact, since 
the state does not participate in the 
transportation field, we may expect di- 
rect relations between the National Gov- 
ernment and municipalities whenever the 
interests of the two merge. 

The grants-in-aid system has been 
given new significance in the develop- 
ment of Federal-municipal relations. 
The older types of grants-in-aid, such 
as those for vocational education and 
rehabilitation and for highways, had 
only a limited effect upon urban govern- 
ment. Now, however, Congress is using 
the grants-in-aid system to extend finan- 
cial aid to the states and through them 
to urban communities. The most impor- 
tant new grant-in-aid project is the so- 
cial security program; but the training 
program authorized under the George- 
Deen Act of 1936 and the extension of 
Federal aid to municipalities for high- 
way construction conducted under the 
Bureau of Public Roads are not without 
significance. 

The general development of Federal 
aid aside from emergency aid is well ex- 
pressed in the report of the Urbanism 
Committee: 


The Federal agencies administering the 
aid systems informally contact the munici- 
palities, but chief reliance is centered upon 


“the responsibility of the states for the per- 


formance of functions. Where the Federal 
agency was in operation before the institu- 
tion of Federal aid, as with the Public 
Health Service, the municipal advisory 
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services, are numerous and not lacking in 
importance. . . . Where the state grants 
antedated the municipal contacts, as in the 
case of the Bureau of Public Roads, the 
Federal view is to continue working through 
the state as the unit indispensable to the 
administration of a far-flung activity.* 


Inprrect FINANCIAL Am 


Municipal finances have been aided 
materially in the Federal Government’s 
attempt to buttress the economic sys- 
tem by giving aid and providing safe- 
guards to private business. Activities 
of the Home Owners’ Loan Corporation 
in saving hundreds of thousands of 
homes from the sheriff’s hammer, and of 
the Federal Housing Administration in 
adding in the current taxes as a part of 
the carrying charges on mortgages in- 
sured by it, have greatly improved tax 
collections in many cities. The Federal 
Housing Administration, through its fa- 
vorable mortgage insurance terms, has 
stimulated building, which in turn has 
added to the assessment rolls. 

Aid may come from unexpected quar- 
ters. Recently, at the request of the 
United States Conference of Mayors, the 
Federal Trade Commission instituted in- 
vestigations into identical bidding on 
building supplies bought by cities. There 
is the prospect that large sums might be 
saved by breaking up collusive bidding. 

However, the operation of some of 
these agencies has not been an unmixed 
blessing. Carl H. Chatters, executive 
director of the Municipal Finance Of- 
ficers Association of the United States 
and Canada, reported at a conference of 
the American Municipal Association on 
October 5, 1938, that the amount of 
Federal property which is exempt from 
local taxes is increasing as a result of 
foreclosures by the Home Owners’ Loan 
Corporation. Likewise, legislation gov- 
erning the Federal Deposit Insurance 
Corporation and the Federal Reserve 

4 Urban Government, Vol. L, p. 73. 


Board, which prevented banks from pay- 
ing interest on public fund deposits in 
1937, has resulted in a considerable loss 
of interest to local governments. An 
attempt was made to amend this in the 
recent session of Congress, but without 
success. 


OPERATION OF GRANTS-IN-AID Not 
WHOLLY SATISFACTORY 


Municipal benefits from Federal 
grants-in-aid have not been all that was 
hoped for. It is not denied that this 
form of aid has been a helpful influence 
in the improvement of local conditions, 
although some local officials have pointed 
out that it has encouraged additional 
spending which cities could ill afford. 

Dissatisfaction over the operation of 
the aid system has sprung from two 
factors—the difficulty which municipali- 
ties have in getting funds to which they 
are entitled, and the tendency of Con- 
gress to attach conditions which would 
sap them of authority over their own 
expenditures. 

Both the appropriations for highway 
construction and those for categorical 
aid under the social security program 
have become important to municipalities. 
These illustrate the manner in which the 
grants may be administered by the 
states. In the case of highway aid, mu- 
nicipalities had to appeal to Federal 
agencies to get the states to apportion 
part of the funds to municipalities for 
street construction purposes. 

Prior to 1934, states were prohibited 
from spending any portion of the regu- 
lar Federal-aid highway funds in munici- 
palities of more than 2,500. But Con- 
gress made available $125,000,000 in 
1932 and $400,000,000 in 1933 as out- 
right grants for highway and grade- 
crossing-elimination work. Municipal 
projects were made eligible to partici- 
pate in these. Nevertheless, municipal 
officials had to appeal to the Bureau of 
Public Roads over the heads of several 
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state highway departments to get any 
benefit from the appropriations. The 
Bureau directed that 25 per cent of the 
appropriations should be spent on mu- 
nicipal projects—a provision which was 
incorporated into both the emergency 
and the regular Federal-aid highway 
legislation in 1934. 

When the social security program was 
up for consideration, the United States 
Conference of Mayors sought to have in- 
corporated in the Social Security Act a 
provision to insure that the state share 
of the cost would specifically be paid 
out of state government revenue, to pre- 
vent the states from shifting a large 
share of the financial burden back to the 
localities. Paul V. Betters, executive 
director of the Conference, points out 
that because the law did not clearly in- 
corporate the amendment proposed by 
the Conference, in some states the locali- 
ties have had to share some if not all of 
the burden. He concludes that those 


who believed that the states would come in 
and do their share now realize that it is 
highly improbable that the state govern- 
ments will accept their proper responsubili- 
ties unless there are mandatory provisions 
in the Federal statute.’ 


Both municipal and state officials fear 
that the grants-in-aid system will be 
used as a vehicle to force a Federal pat- 
tern upon them. The Senate in 1938 
attempted to require a uniform licensing 
law for operators of motcr vehicles as a 
condition for receiving Federal-aid high- 
way funds, In the same bill it incor- 
porated a provision of the Hayden-Cart- 
wright Act of 1934 which would have 
prevented the states from reducing the 
percentage of proceeds from highway-use 
taxes which would be available to the 
state highway department. This was to 
be accomplished by withdrawing aid in 

5'’The Federal Goevernmert and the Cities: 


A Problem in Adiustment,” THE Awnwats, 
Sept 1938, p 195, 


case of violation. The provision was 
killed by the Conference Committee af- 
ter strong protest from municipal offi- 
cials. The effect, according to Earl D. 
Mallery, executive director of the Ameri- 
can Municipal Association, would have 
been to make it next to impossible for 
a state to share highway funds to an 
effective extent with counties or munici- 
palities, even though the funds were to 
be expended only for roads and streets.® 


ALLOCATION OF FUNDS 


Federal aid is reaching the stage 
where a reconsideration of the methods 
of allocation of funds becomes impera- 
tive. But reallocation of funds must be 
based upon comprehensive studies into 
the allocation of functions between the 
different levels of government, and a 
consideration of the financial ability of 
the different levels of government to sup- 
port the functions which they are most 
competent to administer. Unfortu- 
nately, those in positions to determine 
policies have all too frequently acted 
without the benefit of thorough study. 

Unemployment relief, for instance, a 
problem which has been in the front 
rank of public questions for nearly a 
decade, to use the words of Carl H. 
Chatters, has been handled as a tempo- 
rary emergency. Nothing far-reaching, 
nothing forward-looking or statesman- 
like, has been done.” However, recent 
realization that the problem is of more 
than temporary character has led both 
houses of Congress to authorize com- 
mittee investigations. The Senate Com- 
mittee headed by Senator Byrnes made 
a report in January 1939. The subcom- 
mittee of the House Appropriation 
Committee investigating the W.P.A. is 


8 “Federal-City Relations in 1938,” Munici- 
pal Year Book, 1939. 

™“Tgs Municipal Government Slated for a 
Headache?” address before -he Conference of 
the American Municipal Association held in 
Chicago, Oct. 5, 1938. 
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still at work, although a preliminary re- 
port was made before the adjournment 
of Congress in August. The Byrnes 
Committee recommended: (1) discon- 
tinuance of the W.P.A. type of relief 
and adoption of a public works program 
in its place—a part of the slack would 
be taken up by an expanded social se- 
curity program; (2). establishment of a 
department of public works to handle 
the public works program; (3) adoption 
of a formula based upon the population 
of the states and the number of unem- 
ployed in the various states, under which 
aid would be granted to the states; (4) 
limitation of Federal contributions to 
not more than two-thirds of the cost 
except in states whose average per cap- 
ita income is less than the average per 
capita income in the United States. The 
Committee did not think it justifiable to 
maintain two organizations, each en- 
gaged in construction work, the one re- 
quiring a local contribution of 55 per 
cent and the other an average of 22 per 
cent. Senator Byrnes favors allocation 
on a state basis with the one-third rule 
applying to projects in the state as a 
whole. 

The development of a formula for 
distributing Federal funds for unemploy- 
ment relief has been very troublesome. 
The House Committee agrees with the 
Senate Committee that state and local 
contributions should not be less than 
334% per cent, with a minimum of flexi- 
bility permitting lower amounts in some 
places. On the other hand, the Presi- 
dent does not look with favor upon the 
use of the Byrnes formula. A formula 
should take into account not only the 
factor of population but also the con- 
stantly changing economic and unem- 
ployment conditions in various sections 
of the country. To be acceptable, a 
formula should be sufficiently flexible 
to meet specific situations. The Presi- 
dent does not believe that states and 
local units should be required to con- 


tribute so large a percentage of the total 
cost. 

Local officials contend that Federal 
aid should be accorded in proportion to 
the number of jobs necessary to relieve 
unemployment, rather than in fixed 
sums allotted to states. The issue is an 
important one, which will in all likeli- 
hood come before the next Congress. 
Consideration of the problem by the re- 
cent session of Congress was influenced 
by such bitter politics that an acceptable 
solution was out of the question. 

The same problem is faced in the 
distribution of Federal funds for high- 
way purposes. Legislation provides that 
the funds be granted to the states with 
the stipulation that 25 per cent be 
spent on highways within municipali- 
ties. However, the Bureau of Public 
Roads refrains from ordering the pro- 
portion or the method of distribution 
within a state. This has led to the con- 
tention that some state highway depart- 
ments have slighted their cities. In de- 
fense of some states it should be noted 
that they may not legally spend state 
funds on municipal streets. 

The pertinent comment of the Ur- 
banism Committee anent this situation 
expresses a principle that might well be 
observed generally in applying Federal 
funds. Wrote the Committee: 


No continuing validity can be attached 
to the 25 per cent rule; nor can internal 
distributions within states be left to hap- 
hazard decision Urban needs and capaci- 
ties do not run uniformly to an arbitrary 
percentage, like the 25 per cent used as an 
emergency rule; and road needs, engineer- 
ing and social requirements, and financial 
capacity cannot be safely neglected for long 
in determining the fund distribution.® 

Facts are needed to determine the 
proper allocation for road building as 
well as for any other function. In this 
connection the recent report of the 


8 Urban Government, Vol I, Part U, Sec. 2, 
p 115. 
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United States Bureau of Public Roads 
is important. The Bureau in conjunc- 
tion with state highway departments has 
been making a survey of highway users. 
The report shows a much greater urban 
use of all highways than most municipal 
officials would have guessed. Most traf- 
fic begins and ends in cities, so that the 
belt line is not so important in an inte- 
grated highway program as was once 
supposed. The report has important 
possibilities for securing to municipali- 
ties a fair and reasonable share of state- 
collected highway revenues. It likewise 
provides the basis for a better Federal 
distribution. 


Recent Poricy CHANGES 


A serious problem for municipalities 
in their contacts with the Federal Gov- 
ernment is the change in Federal poli- 
cies. Often changes in policy adversely 
affecting the municipal budget are made 
suddenly, and often these changes come 
in the middle of the city’s fiscal year. 
As long as some of the most important 
direct Federal-municipal contacts are 
due to emergency legislation, this is to 
be expected. Two factors might help 
the municipal budgetary problem. First, 
Congress might adopt a permanent pro- 
gram for the problems growing out of 
unemployment and relief instead of 
treating these as emergency problems; 
and second, Congress and Federal agen- 
cies might establish better channels for 
consultation with municipal officials. It 
is reasonable to suppose that sudden 
changes would be less likely to occur if 
channels existed for more direct and fre- 
quent contacts between national and lo- 
cal authorities. 

Congressional legislation of 1939 was 
not without its shock to local govern- 
ment. Congress seemed to be in a mood 
to return much of the responsibility for 
public construction and relief to the 
state and local governments. No new 
public works appropriations were au- 


thorized, although at the close of 1938 
a total of 6,246 applications were in the 
hands of the Public Works Administra- 
tion for consideration if Congress should 
authorize another appropriation.* The 
demand for this type of aid is shown by 
the fact that these requests remained af- 
ter the allotment of $965,0C:0,000 appro- 
priated in 1938 to the Works Progress 
Administration and after Congress had 
made available $400,000,000 for this 
purpose from the revolving fund of the 
Reconstruction Finance Corporation. 
The President’s “lending-spending” pro- 
gram which was defeated in the closing 
days of the session called for $350,000,- 
000 for non-Federal public works of a 
self-liquidating character, and $750,- 
000,000 for self-liquidating toll roads, 
bridges, high-speed highways, and city 
by-passes. 

The relief act +° made some important 
changes which are of concern to local 
governments. The salieni features of 
the act which are likely to affect munici- 
pal budgets are: (1) reduction in the 
amount appropriated over 1938 by 
about one-third, entailing a cut in 
W.P.A. rolls by approximately one- 
third; (2) prohibition against varying 
the rate of pay for workers of the same 
type in different geographical areas to 
any greater extent than may be justified 
by differences in the cost of living; (3) 
the furloughing for thirty days of all 
persons except veterans who have been 
continuously employed on W.P.A. rolls 
for eighteen months; (4) requirement 
that local sponsors contribute at least 
25 per cent of the total cost of a project; 
(5) reduction of the ratio of administra- 
tive expenditures to total costs; (6) sub- 
stitution of the security wage for the 


° E. D. Mallery, “Federal City Relations in 
1938,” The Municipal Year Book, 1939, p. 154. 
A summary by types of projects approved un- 
der the 1938 appropriation is contained in this 
article, pp. 153-54. 

10 Pub. Res No. 24, 76th Cangress. 
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prevailing wage; and (7) prohibition of 
the use of any of the funds after January 
1, 1940 for the construction of any non- 
Federal building the portion of which 
payable from Federal funds exceeds 
$52,000. 

It is too early to weigh the effects of 
these changes. Unofficial information 
from several states showed increases in 
the state and local relief rolls about in 
proportion to the number dismissed from 
W.P.A. rolls. The United States Con- 
ference of Mayors warned Congress late 
in July that the Federal work relief pro- 
gram would collapse unless the present 
law was amended “to meet the needs of 
the situation.” It contended that it was 
already unmistakably clear that the 
whole work program was jeopardized as 
a result of certain provisions of the law 
and that the already heavily burdened 
taxpayers were faced with an additional 
load. War in Europe may relieve the 
pressure on local relief rolls, but condi- 
tions at the time of the passage of the 
act scarcely warranted Congress in as- 
suming that industry would take up the 
slack caused by reduced W.P.A. rolls. 

Since 1933 there had developed a plan 
of intergovernmental co-operation in 
dealing with the relief problem which 
fixed within general limits responsibility 
among the three levels of government for 
various types of relief. That program 
has been upset, with the result that a 
readjustment of responsibility and finan- 
cial obligations must now be sought be- 
tween state and local governments if the 
relief problem continues to be acute. 


HOUSING AND TAXATION POLICIES 

A third important change in policy 
has occurred in the field of housing. 
The National Government did much to 
stimulate local interest in public hous- 
ing. Aside from aid for limited-dividend 
housing projects, the first public projects 
were built and managed by the Housing 
Division of the P.W.A. Congress by the 


passage of the United States Housing 
Act of 1937 changed its housing policy 
from one of Federally administered 
housing to decentralized, locally admin- 
istered housing. Local authorities were 
responsible for the initiation and man- 
agement of projects under nationally 
prescribed standards. 

Congress came to the aid of these lo- 
cal authorities by authorizing the United 
States Housing Authority to lend them 
up to $800,000,000. Ninety per cent of 
the cost of a project might be borrowed 
from the Housing Authority. In addi- 
tion, Congress agreed to provide $28,- 
000,000 annually for sixty years to be 
allocated to local authorities to enable 
them to bring the rents within the means 
of the lowest income groups. Local au- 
thorities were only required to put up 
one-fifth of the amount received from 
the United States Housing Authority. 

By April of 1939, thirty-seven states 
had passed enabling legislation and 230 
local authorities had been established. 
A number of these had not been created 
in time to participate in the grants of 
1937 and 1938. A new housing bill 
was introduced in 1939 authorizing the 
Housing Authority to lend an additional 
$800,000,000 to local authorities and 
to contribute annually up to $45,000,000 
for sixty years. 

Local interest in the program is shown 
by the fact that early in 1939 the 
United States Housing Authority had 
earmarking requests for more than the 
amount sought in the bill before Con- 
gress. At this point further Federal aid 
for housing was stopped by the action 
of the House in dropping the bill al- 
though the Senate had passed it. This 
probably means the death of further 
low-cost housing and slum-clearance 
projects for the time being. 

Following the Supreme Court’s recent 
decisions that salaries of officials of one 
government are not immune from taxa- 
tion by another, Congress passed the 
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Public Salary Tax Act, which provided 
for the taxation of salaries of officers 
and employees of states or their political 
subdivisions. More controversial is the 
question of taxing public securities. An 
amendment to include public securities 
in the Public Salary Tax Act was with- 
drawn. But hearings have been held by 
a subcommittee of the House Committee 
on Ways and Means on a measure to 
accomplish this purpose, and the meas- 
ure is scheduled to come before Congress 
in January, 1940. Many feel that if 
such a measure passes, state and local 
bonds cannot be floated on such favor- 
able terms, and that the cost to local 
governments will be greater than the 
revenue secured by the Federal Govern- 
ment. 


New ACTIVITIES AND NEw NEEDS 


Each year the activities of the Na- 
tional Government which affect munici- 
palities grow more numerous. Bills were 
under consideration during the session of 
1939 which would increase Federal ac- 
tivity in such fields as education, health, 
stream pollution control, and personnel 
relations. The services of the regular 
agencies grow more numerous. Many of 
the new contacts which grew out of the 
depression are certain to continue. The 
last few years mark a period of swiftly 
changing emphasis in the apportionment 
of authority among the different levels 
of government. As yet no clear line of 
policy has emerged with respect to the 
distribution of authority. 

Two important needs have emerged; 
first, more thorough studies in intergov- 
ernmental relationships, and second, bet- 
ter channels through which Federal-city 
co-operation may be carried on. Al- 
though Federal services have been ex- 
panding which are very beneficial to 
Cities, little effort has been made to 
develop services for cities as such. Le- 
gal concepts of the city and its relation 
to the state have dominated the thinking 


of Federal and state authorities, The 
city as an economic and social entity 
which plays an important role in the na- 
tional economy has not been given 
proper consideration. An intelligent 
policy for Federal-municipal co-opera- 
tion can only be built upon compre- 
hensive studies into the interrelation of 
functions at different levels of govern- 
ment, together with a consideration of 
the financial and administrative re- 
sources of each level of government for 
performing those functions. It is a 
problem of the proper allocation of 
powers and functions between the na- 
tional, state, and local governments. 

Until recently, little has been done 
along this line by those in official ca- 
pacity. It is for this reason that the 
comprehensive study and recent reports 
of the Urbanism Committee * appointed 
by the National Resources Committee 
stand as a landmark in the development 
of Federal-municipal relations. They 
mark the blazing of a trail which Con- 
gress, the National Administration, and 
state and local authorities might explore 
to their mutual benefit. In this connec- 
tion a report of the United States Bureau 
of Public Roads on the allocation of 
highway funds and highway uses, made 
public in 1939, is important in the de- 
velopment of better intergovernmental 
responsibilities with reference to the 
highway function. 


New CHANNELS FOR FEDERAL- 
MUNICIPAL CO-OPERATION 


Not only does the need exist for more 
thorough knowledge on the allocation of 
functions, but equally important is the 
need for better channels of co-operation 
between the national and local govern- 
ments. Municipal officials have no spe- 


11 Urban Government, Volume I of the Sup- 
plementary Report of the Urbanism Commit- 
tee to the National Resources Committee, 
Washington, 1939; Our Cities: Their Rele in 
the National Economy, Washington, 1937. 


52 THE ANNALS oF THE AMERICAN ACADEMY 


cific regularized channel for contact with 
the executive and legislative branches of 
the National Government. The Urban- 
ism Committee listed seventy-one Fed- 
eral agencies dealing with urban govern- 
ment. Because the services offered are 
so widely scattered, municipal officials 
are often unaware of their existence. 
Moreover, the same type of services may 
be rendered by more than one Federal 
agency, and this causes confusion. 

The creation of some agency for cen- 
tralizing information concerning Fed- 
eral services to municipalities has been 
preached for more than a decade. Some 
would go beyond the mere clearing- 
house stage by favoring the offering of 
more concrete aids to local governments, 
in line with what the Federal Govern- 
ment does for agriculture. 

Several recent developments are likely 
to improve Federal-municipal relations. 
By the President’s Reorganization Plan 
Number 1, the P.W.A., the W.P.A., 
the Bureau of Public Roads, the Public 
Buildings branch of the Treasury’s Pro- 
curement Division, the Buildings branch 
of the National Park Service, and the 
United States Housing Authority were 
consolidated into a new Federal Works 
Agency. Also, the United States Em- 
ployment Service, the Office of Educa- 
tion, the Public Health Service, the Na- 
tional Youth Administration, the Social 
Security Board, and the Civilian Con- 
servation Corps were consolidated under 
a new Federal Security Agency. By an 
Executive Order issued September 9, 
1939, providing for White House staff 
reorganizations, the President directed 
the National Resources Planning Board 
to consult with Federal, regional, state, 
local, and private agencies in developing 
orderly programs of public works and 
to act as a clearing house and a means 
of co-ordination for planning activities— 
linking together various levels and fields 


12 Approved June 7, 1939, Public Resolution 
No. 2, 76th Congress. 


of planning. An Office of Government 
Reports has been set up under the Ex- 
ecutive Office, which among other things 
will: (1) provide a central clearing 
house through which citizens, state 
and local governmental bodies, and, 
where appropriate, agencies of the 
Federal Government may transmit in- 
quiries and complaints and receive 
advice and information; (2) assist the 
President in dealing with special prob- 
lems requiring the clearance of informa- 
tion between the Federal Government 
and state and local governments and pri- 
vate institutions; (3) keep the President 
currently informed of the opinions, de- 
sires, and complaints of citizens and 
groups of citizens and of state and local 
governments with respect to the work of 
Federal agencies. 

In addition to these changes, a mu- 
nicipal reference bureau has been estab- 
lished in the Bureau of the Census. The 
National Resources Committee (now the 
National Resources Planning Board) re- 
cently named a special committee to dis- 
cover and make available aids to local 
planning. One of the problems which 
faces this committee is to decide upon 
what kind of planning aids to make 
available. Shall it deal in drafting gen- 
eral plans, or shall it widen the scope of 
its work to enable it to assist in the 
implementation of the recommendations 
of the Urbanism Committee? Many 
hope that it will undertake this broader 
task. 

Treatment of municipalities by the 
National Government as wards of the 
state which should be dealt with through 
state channels has been a major retard- 
ing influence to the development of bet- 
ter official contacts between cities and 
the Nation. In the absence of official 
contacts, cities have had to develop and 
rely upon unofficial representation at 
Washington to get a proper hearing on 
Federal-municipal problems. Especially 
valuable have been the representations 
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carried on through the American Mu- 
nicipal Association and the United States 
Conference of Mayors. These organiza- 
tions are likely to continue to act as 
important Haison agencies between the 
two levels of government. 


THe Present PERIOD oF 

TRANSITION l 
Criticisms as well as praise have been 
characteristic of this transition period. 
One local government official has re- 
marked that the Federal Government 
has alternated between preserving the 
cities financially, placing new burdens 
upon them, and sapping their authority 


and influence.*® It is to be expected in 
this period of rapidly changing condi- 
tions that maladjustments would be ex- 
perienced. 

The distinctive characteristic of the 
present period, as the Urbanism Com- 
mittee has so clearly pointed out, is a 
groping toward a new synthesis in allo- 
cating powers. The task of governing 
through various levels of government 
has yet to attain an equilibrium by har- 
monious intergovernmental relations. 


18 C., E. Armstrong, City Comptroller, Bir- 
mingham, Ala., “Troubles and Trends in Mu- 
nicipal Finance,” Texas Municisalities, Feb. 
1939, p. 43. 
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Trade Barriers Between States 


By F. EUGENE MELDER 


RADITIONALLY, the United 

States is an area in which internal 
free trade exists as long as the trade 
is not detrimental to the public safety 
and morals. This tradition is based on 
the Constitution’s limitations on the ac- 
tivities of the states, which forbid a 
state to “. . . lay any Imposts or Duties 
on Imports or Exports, except what may 
be absolutely necessary for executing it’s 
Inspection Laws . . .” or to“... lay any 
Duty of Tonnage .. . ,” without the 
consent of Congress. Furthermore, the 
Constitution forbids discriminations 
against commerce, ships, and citizens of 
other states. 

Nevertheless, a considerable variety 
of state and local statutes and regula- 
tions have been enacted or practiced 
which accomplish results similar to those 
served by tariffs in the relations between 
nations. Like international tariffs, these 
laws have tended to accomplish any of 
three ends: first, to provide a protected 
market for home producers and mer- 
chants by discouraging the consumption 
of “imported goods”; second, to retaliate 
against governments which have pro- 
tected their own producers; and third, 
to raise public revenues at the expense 
of those who produce, market, or con- 
sume “imported” products or services. 

The principal forms of state and local 
trade barriers which have received court 
sanction are classified as “indirect bur- 
dens” on interstate commerce. These 
laws are based on the states’ rights or 
powers to tax and license those enjoying 
property or other privileges or rights in 
the state, and the states’ police and gen- 
eral regulatory powers, which include 
sanitary protection of the health and 
goods of persons resident in the state, 
including the power to impose quaran- 
tine, and which provide for the safety 
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of the persons, the property, and the 
morals of populations. Other types of 
laws which tend to clog the arteries of 
trade and which are sanctioned by the 
courts are based on the sovereign pro- 
prietary powers of states or on specific 
grants of authority to the states by Con- 
gress or constitutional amendment. The 
proprietary or corporate powers relate to 
the conservation of natural resources and 
ownership of public works and prop- 
erty. 

Although the Constitution forbids the 
states, without the consent of Congress, 
to levy duties on imports and exports, 
and prohibits discriminations against 
commerce, ships, and citizens of other 
states, the revenue powers of the states 
have often been used so as to discrim- 
inate against outside goods, persons, and 
corporations.? 


EXERCISE OF TAX AND LICENSE POWERS 


The leading types of discriminations 
based on the tax and license powers of 
the states, which may be delegated to lo- 
cal governments, are as follows: 

1. Special taxes on certain commodi- 
ties which compete with products made 
within the state. Thus today we have 
the spectacle of thirty states attempting 
to limit the sale of margarine within 
their borders in order to protect various 
of their home producers. Of these, nine 
states apply their “protective tariffs” 
to all margarine, in order to protect but- 
ter producers. Fifteen states protect 
producers of cottonseed oil or other do- 
mestic fats and oils against the competi- 
tive menace of coconut and other im- 
ported oils in their state markets, by 
excise taxes on the sale of margarine 

1F, Eugene Melder, “Trade Barriers and 


States Rights,” American Bar Association Jour- 
nal, Vol XXV, No. 4 (April 1939), pp 307-9. 
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containing such foreign ingredients. Six 
states levy only a license tax, while nine 
states which levy excise taxes also em- 
ploy licenses to collect fees from dealers, 
manufacturers, and other handlers of the 
product. Used-car import laws and 
carbonated-beverage license laws at 
times appear to combine similar fea- 
tures. 

2. Special taxes on certain types of 
merchandising organizations, as for ex- 
ample, state taxes on chain stores and 
other integrated merchandisers, aimed 
to protect the merchants in older mar- 
keting channels such as the traditionally 
independent retailer and wholesaler. 
One-half of the states enforce such a 
tax. 
3. Use taxes levied by sales-tax states 
and applied to purchases from outside 
merchants by state residents without 
“offsets” for sales taxes paid in the state 
of origin. At least five states have such 
consumer tax laws. 

4. Taxation of nonresident commer- 
cial motor vehicles so as to discriminate 
in favor of resident trucks and busses. 

5. Special taxes and license fees levied 
on “foreign” corporations in return for 
the privilege oi doing business within the 
states. 

6. Vendor licensing by municipalities 
and states which apply to merchant- 
truckers and nonresident canvassers. 

7. Discriminatory premium taxes ap- 
plicable to each foreign insurance com- 
pany doing business within the state. 
Twenty-nine states appear to fall in this 
category. Exemptions from a part or 
the whole of state premium taxes are 
sometimes granted to those insurance 
companies which have a certain propor- 
tion of their reserves invested within the 
state. Ten states have such a feature 
in their laws. 

8. Discriminatory liquor tax laws 
have been enacted by many states since 
the adoption of the Twenty-first Amend- 
ment to the Federal Constitution in 


1934. These are used to curb or destroy 
out-of-state competition with resident 
liquor producers or dealers, or to pro- 
tect the resident farmers who produce 
raw materials usable in the manufacture 
of alcoholic beverages.* These laws 
have been based upon a section of the 
Twenty-first Amendment which was in- 
tended to protect “dry” states from il- 
legal liquor imports under the protection 
of the “Commerce Clause,” but which 
has been so construed as to enable “wet” 
states to erect protective tariffs and dis- 
criminatory police measures against out- 
of-state alcoholic products. During the 
past five years an amazing variety of 
such restrictions on the import of out- 
of-state liquors have Deen adopted. 
While many represent barriers under the 
police powers, the most effective dis- 
criminatory measures undovbtedly are 
found in the field of taxetion. 

Protection of a state’s manufacturers 
and wholesalers of alcoholic beverages 
takes at least five forms: (1) lower ex- 
cise taxes on alcoholic beverages, espe- 
cially wines, which are manufactured 
from domestic rather than out-of-state 
or partly out-of-state materials; (2) 
higher license fees on wholesalers who 
handle imported alcoholic beverages 
than on those who handle domestic 
products only; (3) special license fees 
or “certificates of approval” for non- 
resident manufacturers who wish to ship 
into states; (4) requirements that a 
manufacturer qualify to do business in 
the state as a foreign corporation before 
he can secure a license; and (5) ex- 
plicit or implicit advantages to domestic 
products given by the liquor stores in 
those states which themselves monopo- 
lize the retailing of liquor. 

Preference to farmer producers of raw 
materials usable in liquor manufacture 


1a Thomas S. Green, Jr., State Discrimina- 
tions Against Out of State Alcoholic Beverages, 
Trade Barrier Research Bulletin Series, Council 
of State Governments, March 17, 1939. 
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may likewise take several forms: (1) 
lower tax differentials on wines made 
from local raw materials than on those 
made from “foreign” grapes; (2) sale 
by domestic producers directly to retail- 
ers rather than through wholesalers; and 
(3) requirements that a certain percent- 
age of the alcoholic beverage be made 
from specified products grown in the 
state. 


PoLicz AND REGULATORY POWERS 


Under the police and general regu- 
latory powers, states exercise the func- 
tions of protecting the public health, 
safety, and morals. In performing these 
functions it is often necessary to inter- 
fere with interstate and interregional 
commerce. When such occasions arise, 
a trade barrier exists if the measures 
taken go beyond the necessities of the 
situation and operate to the economic 
advantage of local residents and indus- 
tries at the cost of persons or products 
of sister states. Often trade barriers 
and legitimate police measures are so 
indistinguishable as to cause the ex- 
perts to disagree. However, the courts, 
as well as economists and public authcri- 
ties, have often made such distinc- 
tions.? 

Some of the more or less significant 
types of barriers based on police or regu- 
latory powers of the states are: 

1. Milk-market exclusion by limita- 
tion of the area or milkshed from which 
fluid milk may be supplied to city mar- 
kets, through refusal to inspect the 
premises of some dairymen who wish 
to supply the market, or by arbitrary 
and questionable changes in the sani- 


2F, Eugene Melder, State and Local Bar- 
riers to Interstate Commerce in the Untied 
States (University of Mame Studies, Second 
Senes, No 43, 1937), pp. 125-41; Geo. R. 
Taylor, Edgar L. Burtiss, and Frederick V. 
Waugh, Barriers to Internal Trade in Farm 
Products (United States Department of Agri- 
culture, Special Report, Government Pmnting 
Office, 1939), pp. 85-97. 


tary requirements applicable to milk 
producers, from time to time.’ 

2. Exclusion of plant or animal prod- 
ucts of competing areas by means of 
quarantines based on economic consid- 
erations under the guise of pathological 
or biological titles. Laws controlling the 
entry of nursery stock into the state are 
closely related to quarantine exclusions. 
Such requirements as the filing of large 
surety bonds, permit tags to accompany 
each interstate shipment, and the filing 
of special invoices with state officials 
prior to shipment of nursery stock tend 
seriously to discourage such imports. 

3. Restrictions on the movement of 
laborers across political boundaries by 
requiring monetary proof of migrants’ 
ability to remain self-supporting or by 
enforcement of settlement laws.+ 

4. Regulations of dimensions, weights, 
and equipment of interstate trucks and 
busses and the use of ports of entry on 
interstate highways so as to curb the 
use of the highways by the motor car- 
riers of neighboring states.5 The lack 
of uniformity of state motor-vehicle 
codes is the primary cause of this form 
of hindrance to interstate shipping. 
Conflicting requirements are so numer- 
ous that several legal volumes would 
be required to print all the contradictory 
legislation. 

Even though an interstate truck op- 
erator receives equal treatment with 
intrastate truckers, nevertheless he must 
comply with such a variety of dimen- 
sion, safety, and liability requirements 
that at times he finds himself violating 
one state’s Jaws in order to comply with 
the laws of an adjacent state. Such 
legislation can and does constitute a 
serious hindrance to interstate com- 
merce. For instance, a trucker in one 


8 Melder, op. cit, pp 106-24; Taylor, Bur- 
tiss, and Waugh, of. at., pp. 5-16 

4 Melder, op cit, pp. 142-53. 

5 Melder, op. cit., pp. 72-85; Taylor, Bur- 
tiss, and Waugh, oP. cit., pp. 36-57. 
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eastern state may not drive a vehicle 
whose loaded weight exceeds forty thou- 
sand pounds, while in the next state he 
may operate a truck of three times that 
weight. A truck operator in the second 
state may not be able to drive into the 
adjoining state because of the relatively 
low maximum weight limit permitted 
there, while trucks of the frst state 
move freely into the second state, as far 
as maximum weights are concerned. 

In addition to being restricted by a 
mezze of nonuniform state requirements, 
the interstate trucker sometimes finds 
his operations hindered by “ports of 
encry.” About eight western states op- 
erete these ports on highway entrances 
to the respective states, as a means of 
enforcing their motor-vehicle laws, col- 
lecting ton-mile taxes, and regulating 
the entry of nursery stock and other 
commodities. Although in theory the 
port officials do not discriminate against 
outside trucks, in practice shippers and 
truckers and even private pleasure car 
travelers lose time and suffer other an- 
ncyances to such a degree that com- 
plaints are constantly heard against 
these stoppages. Ports of entry are of 
such a spectacular nature that some ob- 
servers consider them the outstanding 
example of what they term the “Balkan- 
izing of the United States.” 

5. Establishment of state grades, 
standards, and labels which do not con- 
form to Federal or other state specifica- 
tions, with the result that the free move- 
ment of goods between states tends to 
be interrupted. Some of these laws go 
sc far as to require out-of-state eggs to 
be branded as “shipped,” while eggs 
from resident poultrymen are branded 
with the name of the home state. 


CORPORATE OR PROPRIETARY STATE 
POWERS i 
As the sovereign, a state is proprietor 


8 Taylor, Burtiss, and Waugh, op. cit, pp. 
68-84. 


of the public domain, the public works, 
and such natural resources as have not 
been reduced to private possession. 
Furthermore, as a corporate entity a 
state possesses the power and the duty 
of spending large amounts of public 
moneys in carrying out its proprietary, 
police, and other functions. Under their 
powers as proprietors in conserving nat- 
ural resources and owning public prop- 
erty and in performing their spending 
functions, the various states may exer- 
cise several types of preferences which 
favor residents or discriminations which 
penalize nonresidents, with very little 
restraint from the courts.’ The leading 
forms are as follows: 

1. As employers, states may refuse 
employment on public pay rolls to any 
but legal residents. By “legal residents” 
is meant those persons who have main- 
tained their homes in the state for a 
minimum period varying from six 
months to five years depending upon 
the state, and qualified in other possible 
ways, such as by the payment of a poll 
tax 


2. Many states have also followed a 
policy of favoring residents in the ex- 
penditure of public moneys. One way 
in which this is carried out is to require 
that public printing contracts shall be 
awarded only to resident printing firms. 
Twenty-six states have had such a pol- 
icy. This means that printers do not 
have to worry about outside competition 
in making bids for state printing con- 
tracts in these states. 

This principle of protecting residents 
against nonresident competition by 
means of granting preferences in the 
expenditure of public moneys has been 
extended in recent years to other groups. 
Thus, twenty-eight states exercise some 
degree of preference for state-produced 
products when buying supplies for pub- 
lic institutions or building materials for 
public works. These laws demonstrate 

T Melder, op. cit., pp. 12-36, 154-65. 
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an interesting variety. For instance, six 
states purchase for public use only coal 
mined within the state. Seven states 
require building stone and other mate- 
rials produced within the state to be 
used in the construction and repair of 
public buildings, whenever such are ob- 
tainable. Three others have similar re- 
strictions, but limit the preferences ap- 
plication to domestic producers whose 
prices are not more than 5 per cent 
above the prices of outsiders for like 
products. A fourth sets the limit of 
preference at 3 per cent. Some states 
provide preferential treatment of resi- 
dent contractors in awarding contracts 
for the construction of public buildings 
and other public works. One state even 
requires that textbooks for the public 
schools shall be printed within the state. 
Another requires that home-produced 
butter be served in its state hospital and 
penal institutions. 

In all, forty-seven states of the Union 
exercise at least one type of such citi- 
zen-preference laws, intended to restrict 
the movement into the state of products 
or residents of other states and to pro- 
tect some residents or home groups from 
the competition of outsiders. In so far 
as higher prices are thus paid for home- 
produced products, such practices tend 
to increase the cost of state government 
at the expense of the taxpayers as a 
whole. Furthermore, such measures 
may at times injure the outside market 
for residents, because, as in international 
trade, in order to sell abroad, a group 
must permit outsiders to sell their goods 
inside. 

3. As conservator of public or even 
privately owned natural resources, a 
state may place limitations or absolute 
prohibitions on the export of products 
of natural resources, such as hydro- 
electricity, in order to force industry 
which would obtain such products at 
advantageous prices to locate within the 
state. 


THE ANNALS OF THE AMERICAN ACADEMY 


It would be a mistake to give the 
reader the impression that the growth of 
trade barriers between the states neces- 
sarily represents deliberate attempts of 
state legislators to wall off their respec- 
tive states from the rest of the Union. 
Many times lawmakers enact such laws 
in almost complete innocence of their 
consequences. The trade-barrier effects 
of many motor-truck specification laws 
and highway ports-of-entry statutes are 
usually not foreseen. However, most 
such legislation is probably motivated 
by the desire to furnish protected mar- 
kets to various resident special-interest 


groups. 


TRADE BARRIERS UNSUPPORTED BY 
SPECIAL LEGISLATION 


Such trade barriers as exist without 
benefit of legal sponsorship are invari- 
ably intended to give market protection 
to special groups. By its very nature, 
this type of trade barrier between states, 
cities, or other sections is secretive. 
Such barriers exist extralegally or ille- 
gally—which is sometimes the best rea- 
son for their effectiveness. A barrier 
law may ultimately be recognized as 
such by those adversely affected, and if 
sufficient protest results, it is sometimes 
repealed. A trade barrier which op- 
erates without legal basis is seldom rec- 
ognized in its true colors, so surreptitious 
is its nature. As a consequence, it may 
exist successfully for years with few con- 
sumers, taxpayers, or other injured par- 
ties being the wiser, and to the great 
benefit of the protected groups. 

In fact, so little is known of such 
interstate trade barriers that they have 
almost entirely escaped the attention of 
barrier-law investigators. A few ex- 
amples will suffice to give a partial idea 
of their nature. In a western state, non- 
resident brewers recently found it diffi- 
cult or impossible to sell their product, 
without any apparent legal reason. In- 
vestigation showed that the reason for 
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the lack of orders for outside beer, de- 
spite generous advertising within the 
state, was to be found in a verbal agree- 
ment between resident brewers and sev- 
eral labor union leaders, by which the 
brewers agreed to foster the labor lead- 
ers’ interests in return for the promise 
o: union members to handle only beer 
produced in domestic breweries. 

Another barrier of the same general 
type is that to be found in some cities, 
in the building industry. Assistant At- 
torney-General Thurman Arnold re- 
cently brought it to public attention as 
a result of Federal investigations pre- 
faratory to enforcing the antitrust laws. 
According to his statement, whole build- 
ing industries, including labor unions, 
are sO organized in some cities as vir- 
tually to force home builders to pay ex- 
ceedingly high building costs as com- 
pared with the costs of construction in 
neighboring areas, by the device of ex- 
cluding outside competition through 
extralegal means. 

Sometimes public construction con- 
tracts are awarded to local high bidders 
in lieu of the legally mandatory “lowest 
responsible bidder.” In such cases it 
is probable that there is some sort of 
illegal collusion between the favored bid- 
ders and the awarding officials. Yet the 
fact remains that such discriminations 
are as effectual barriers to free competi- 
tion as any tariff laws could be. They 
may operate ior years without discovery, 
simply because the victims cannot or 
dare not divulge the practice to the pub- 
lic. Probably no broad study of such 
state and local barriers will ever be 
made, because of the difficulty of gather- 
ing data on such practices. 


CONSEQUENCES OF TRADE BARRIERS 
BETWEEN STATES 
It is outside the scope of this article 
to discuss all the consequences of state 
trade barriers. Needless to say, their 
effects have not been uniform. Doubt- 


less, favored groups have often benefited 
at the expense of consumers, competi- 
tors, taxpayers, or the public. On occa- 
sion, barrier laws have been boomerangs 
to the very groups which sought their 
creation and benefits. Probably in the 
majority of cases their economic con- 
sequences are unmeasurable. From 
another approach, however, their con- 
sequences are more certain and are ob- 
servable. This approach is their influ- 
ence on interstate relations. Here their 
consequences are invariably the same. 
Trade barriers, if discovered, always in- 
crease tensions between the lawmakers 
and business groups of the states in- 
volved. The principal proof of this 
statement lies in the fact that so many 
trade barrier laws and practices have 
come into existence as reprisals for real 
or fancied injuries by other common- 
wealths. Innumerable boycotis have 
also been threatened, and reams of pa- 
per have been consumed in exchanges 
of threats, recriminations, and argu- 
ments over trade barriers, between offi- 
cials of the several commonwealths. 


PROGRESS AGAINST STATE TARIFFS 


The picture of national cisunity aris- 
ing from interstate trade barriers and 
related activities would be very dark 
indeed were it not for the recent growth 
of a strong movement in opposition to 
provincial economic legislation. 

State trade barriers largely escaped 
public attention until recently, perhaps 
because of the desire of interested busi- 
ness groups to minimize Federal regula- 
tion through the appeal to states’ rights, 
and because of the general acceptance 
of the traditional existence of free trade 
among the states. Not until Governor 
James V. Allred of Texas appointed a 
Trade Barrier Commission in September 
1938 to investigate and recommend poli- 
cies which would tend to remove the 
obstructions of other states to the free 
sale of Texas’ products therein, did any 
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state governor express alarm over this 
abuse of state rights. In rapid succes- 
sion the Annual Governors’ Conference, 
the Council of State Governments, the 
United States Department of Agricul- 
ture, and various agricultural -and busi- 
ness groups began to take cognizance of 
the situation. 

An intensive campaign was begun to 
‘ check the rising tide of state “autarchy” 
laws when the Council of State Govern- 
ments and co-operating state agencies 
called a National Conference on Inter- 
state Trade Barriers. The conference 
met in Chicago early in April 1939 to 
air the whole situation and to work out 
a program of action to be taken by the 
groups concerned. This conference was 
attended by delegates from forty-three 
states, including six state governors and 
the representatives of several interested 
agricultural, business, and consumer or- 
ganizations. At the end of three days 
the conferees adopted resolutions con- 
demning the principle of trade barriers, 
and reports of special committees on 
various types of such laws. Of more 
importance, the conference prepared a 
program which recommended that the 
states adopt a “good neighbor” policy 
and work through the machinery of ex- 
isting state Commissions on Interstate 
Co-operation and the Council of State 
-Governments, to the end that existing 
barrier laws be repealed or amended so 
as to remove discriminatory features. 
Specifically, it proposed: 


Discouraging the adoption of any retali- 
atory legislation by states which feel them- 
selves aggrieved by the legislation of their 
neighbors. 

Encouraging the repeal of trade barrier 
legislation which may have already been 
adopted by the several states. 

Encouraging ihe enactment of uniform 
laws, and the adoption of reciprocal agree- 
ments, which have for their aim the reduc- 
tion of trade barriers between the states 

Initiating regional hearings throughout 


the United States, such' hearings to be offi- 
cially called by the Commissions of Inter- 
state Co-operation in conjunction with the 
Council of State Governments, in order to 
follow through the recommendations made 
by this conference. 

Undertaking surveys and factual studies 
as proposed by this Conference or the Com- 
missions on Interstate Co-operation. 


Following that conference very little 
new state trade-barrier legislation was 
enacted in the sessions of the forty-four 
legislatures which met in 1939, while 
dozens of trade-barrier bills were de- 
feated in legislatures or vetoed by 
state governors. The press and the 
radio of the country gave a great deal of 
publicity to the conference and its back- 
ground in provincial laws. Many Fed- 
eral and state agencies actively contrib- 
uted to bringing public attention to the 
situation which has come to exist as a 
result of such petty special-interest 
laws. There seems to be little doubt 
that the educational and propagandistic 
influence of this publicity, plus the ac- 
tive interest of state and Federal author- 
ities which grew out of the Chicago con- 
ference, is responsible for nipping in the 
bud the growth of economic national dis- 
unity by state political devices. 

Attempts to pass repeal measures have 
achieved some success. For instance, 
Indiana, Missouri, and one or two other 
states have repealed or amended liquor 
trade-barrier laws. 


States’ RIGHTS ARGUMENTS 
WEAKENED 


The general tenor of the Chicago con- 
ference indicated that in future discus- 
sions of relations of government to pri- 
vate enterprise, more emphasis should 
be placed on state interference with in- 
ternal free trade than in the past, and 
the appeal to states’ rights as a guardian 
against Federal control should receive 
less attention than heretofore. The gist 
of most of the published material, as 
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well as much of the oral discussion of 
recent months, is that the states have 
too often used their “rights” and powers 


to regulate interstate transactions to the ' 


disadvantage of persons, business, agen- 
cies, or commodities of other states, and 
to the advantage of local residents and 
industries. t 


F. Eugene Melder, Ph.D., is assistant professor of 
economics at Clark University, Worcester, Massachu- 
setts. He has written the first general treatise on 
interstate trade barriers, published under the title: 
“State and Local Barriers to Interstate Commerce in 
the United States” (1937), as well as numerous articles 
in the same field. He acted as economic adviser on 
trade barriers to the Council of State Governments in 
preparing for the National Conference on Trade Bar- 


riers in April 1939. 


Tax Competition Between States 


By James W. Martin 


ENERALLY speaking, three vari- 

eties of state tax policy are trace- 
able to interjurisdictional competition. 
The specific forms are almost as nume- 
rous as the multitude of statutes which 
impose them. Neglecting refinements, 
the major policies may be stated cate- 
gorically, then discussed in turn. (1) 
Many states employ exemptions and 
other tax favors as a means of fostering 
“home industry.” (2) States frequently 
impose tax measures designed to dis- 
criminate against out-of-state industry 
or business or against the use of raw 
materials produced outside the state. 
(3) Legislators and tax administrators 
often try to reach beyond the state for 
tax resources. 


INTERSTATE TAX COMPETITION 
THROUGH TAx Favors 


One of the most usual—and one of 
the crudest—forms of interstate tax 
competition is found in several varieties 
of tax favors to economic enterprise, 
prompted in some measure by a desire 
to lure it away from other places or to 
promote its development within the tax- 
ing state? The tax favor is bestowed 
in various forms, a few of the most im- 
portant of which will be outlined. 

The most obvious variety of tax fa- 
vor is the outright exemption of the 

1In fairness to Dr. Martin, I should like to 
record that the manuscript of this article was 
received and acknowledged by me on August 
11, 1939, one month prior to the publication 
of Professor Mabel Newcomer’s somewhat 
parallel article in the September issue of Tax 
Magasine—The Editor. 

2 Jens P. Jensen, Tax Exemption as a Means 
of Encouragement to Industry (University of 
Kansas), especially pp 42 ff. See also James 
W. Martin. “General Theory of Tax Exemp- 
tion,’ Chap I in Martin and others, Tax Ex- 
emptions, pp. 3 ff, as well as sources cited pp. 
223 f. 
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favored property, income, sale, or other 
activity. Although exemptions for this 
purpose occur in all sorts of tax meas- 
ures, property tax practice will afford 
sufficient illustration. 

Almost invariably, state laws provide 
for certain agricultural exemptions. The 
most usual type is exemption of growing 
crops. This is prompted by other con- 
siderations—economic and administra- 
tive—so that it may be ignored for pres- 
ent purposes as long as confined to usual 
practice. However, the situation is dif- 
ferent where under such a guise Tennes- 
see exempts all raw tobacco in storage 
or Maine exempts mature livestock on 
farms or Mississippi provides a five-year 
exemption for livestock almost generally. 

Another type provides partial or com- 
plete exemption for specified kinds of 
industrial or agricultural property. The 
Jensen study already cited enumerates 
a variety of instances, and a more re- 
cent announcement by the National As- 
sociation of Assessing Officers adds nu- 
merous others which reflect subsequent 
legislation. It is in this area that inter- 
state bidding with tax favors for indus- 
trial development, especially manufac- 
turing, becomes most extreme and to 
many minds most offensive.’ 

Among the specific cases of these spe- 
cial exemptions, a few illustrations will 
suffice. The Kentucky Constitution 
provides that the General Assembly may 
authorize granting temporary exemption 
from municipal taxes to manufacturing 
plants. Mississippi and Louisiana have 
become notorious for the character and 
the extent of such exemptions. How- 
ever, they are not alone, for nearly all 


3 One of the most interesting current discus- 
sions is found in Kenneth McCarren, “Luring 
Industry through Tax Exemption,” Martin and 
others, ibid , Chap. Ii. 
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the southern as well as the New England 
and other states have some such exemp- 
tions—some of them concerning one or 
more types of industry, some involving 
manufacturing indiscriminately. 

A related practice is the partial ex- 
emption of specified types of property. 
Kentucky affords adequate illustration. 
The Blue Grass State exempts from all 
local taxation livestock, farm machinery, 
manufacturing machinery, and manu- 
facturers’ raw materials and goods in 
process. Thus, the elective tax assessor 
must place tobacco in the hands of the 
farmer who produced it (or his agent) 
in the class of wholly exempt property, 
which is not assessed; must place similar 
tobacco held in a manufacturer’s ware- 
house as raw material on hand at a place 
of manufacture in the class subject to 
state taxation only; and must put ex- 
actly the same product stored by a man- 
ufacturer but not at his manufacturing 
plant in the class which is subject to 
state taxation and to nominal local 
rates; however, if the tobacco has been 
processed, the assessor must treat it as 
finished product subject to full state and 
local rates. Over-all tax limitation has 
become the basis of a whole interstate 
tax competition movement.’ These lim- 
itation measures have been inserted in 
the constitutions of at least six states.® 

A kindred competitive device is found 


4In the Twentieth Annual Report of the 
Department of Revenue, 1937-38, recom- 
mendations for simplification are reiterated 
They were made by the Kentucky Efficiency 
Commission. (Revenue and Taxation, Ad- 
vance Pamphlet ITI, 1923, pp. 97 ff., Govern- 
ment of Kentucky, I, pp 315 ff) 

5 For full discussion of the pros and cons, see 
Glen Leet and Robert M. Paige (Eds ), Prop- 
erty Tax Lemitatson Laws, P A. S. No 36 
See also Problems Relating to Taxation and 
Finance, Vol. X of New York State Consti- 
tutional Committee Report, Chap XI, and A. 
Miller Hillhouse and Ronald Welch, Tax Lim- 
its Appraised, P A. S. No. 55. In the last is 
a well-selected bibliography. 

8 Hillhouse and Welch, op cit, p 38. 


in limitations deliberately placed on the 
taxing power by the legislature, or even 
by the constitution, in a form which pre- 
cludes imposition of certain kinds of tax 
measures. If this is done by the con- 
stitution, it may apply to the state, to 
subdivisions thereof, or to toth of these. 
In Ilinois, for example, graduated in- 
come taxes and certain types of excises 
are unconstitutional. In Florica a con- 
stitutional amendment was adopted to 
make income and death taxes impos- 
sible? If the tax applies to localities 
alone, it may be and usually is imposed 
by the legislature. Of course some such 
restrictions are motivated in part by 
considerations of an entirely different 
complexion, but there can be little doubt 
that competition for economic advantage 
has been sine gua non in many :nstances. 


PuNITIVE Tax MEASURES 


The several varieties of tax measures 
designed to discriminate against out-of- 
state competition are, for the most part, 
of recent vintage. Some of them have 
been on the statute books Zor many 
years; but the past ten years have wit- 
nessed remarkable new legislation, espe- 
cially that incident to taxation of tran- 
sactions in certain foods and beverages. 

Although a number of mino? develop- 
ments may be ignored by the procedure, 
it seems best to present the problem 
through three characteristic examples: 
retaliatory insurance taxation. alcoholic 
beverage license and gallonage taxes, 
and taxes on margarine and related 
products. 

Retaliatory and reciprocal ° policies in 


7 After the decision in Florida v. Mellon, 
273 U. S. 12, the restriction es to death taxes 
was removed by further amendment. 

8 “Retaliatory” and “reciprocal” are words 
variously defined in this connection In his 
exceptionally able address on “Reciprocity and 
Retaliation in Insurance Taxation” (Proceed- 
ings, National Tax Conference, 1938, pp 462 
ff), Professor K. M Williamson defines the 
terms in the following language: “Under the 
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insurance taxation began in 1832.° The 
practices originated in an attempt to 
protect home companies against tax dis- 
crimination by other states in which the 
companies might do business.° The 
policy seems to rest essentially in the 
notion that the state which charters an 
insurance company has a peculiar stake 
in nurturing that concern, but is totally 
or largely indifferent to the prosperity 
of concerns organized under the laws of 
other states. Occasionally, there is a 
grain of truth in the assumption. 

The principal basis of retaliation is 
the premium tax. Philip L. Gamble ™ 
defines half a dozen methods of taxing 
insurance business, but the area within 
which retaliation in the ordinary sense 
is fiscally important does not reach 
much beyond the premium tax. 

One illustration will suggest the rea- 
sons for student and insurance-executive 
objections to these discriminations.‘* An 


reciprocal plan, as the term is used here, a 
state enacts no specified mandatory taxes to 
be imposed upon foreign insurance companies 
but provides that such companies should be 
subject to the same special tax laws and fees 
as are imposed by the states chartering such 
companies, Under the retaliatory plan, how- 
ever, as that term is used here, a given state, 
A, imposes upon foreign insurance companies 
doing business within its borders its own pri- 
mary or mandatory tax at fixed rates on 
legally defined bases, but provides that if any 
other state, B, imposes upon A’s companies a 
higher tax, B’s companies shall be taxed in A 
by B’s law. The retaliatory system thus as- 
sures the taxing state of a mandatory mini- 
mum tax and permits an alternative condi- 
tional maximum, while the reciprocal plan 
provides only for such charges as are fixed by 
the chartering states.’ The word “retali- 
atory” is used for both forms of discrimination 
in the following paragraphs. 

2 Loc. cit. 

10 George B. Young, “Discussion on Reci- 
procity and Retaliation in Insurance Tax- 
ation,” ibid., p. 480. 

11 Taxation of Insurance Companies, New 
York State Tax Commission, Special Report 
No. 12, Chap. II. 

12 Williamson, loc. cit, and Young, ibid. 
p 484. 


insurance company chartered under the 
law of one state does business in an- 
other. To find out its liability, it must 
ascertain the rates of various taxes in 
each, apply them, and pay the larger 
amount. On the state’s side, it is neces- 
sary, if the task is to be properly per- 
formed, that the tax official keep cur- 
rent not only as to the statutes and regu- 
lations of his own state but also as to 
details for every state which has char- 
tered any insurance corporation collect- 
ing premiums on business within his 
own state. 

There is also a mercantilist policy of 
introducing differential premium tax 
rates if the insurance company invests 
in specified types of local securities. In 
South Carolina, for example, there is a 
reduction of one-fourth of a point for 
each one-fourth of the fire insurance 
premium invested in specified South 
Carolina securities; so that, in the event 
all the premiums collected on account of 
South Carolina policies were thus locally 
invested, the rate would be reduced from 
2 per cent to 1 per cent. In Colorado, if 
the fire company invests 50 per cent or 
more of its assets in the state’s specified 
securities, the 2 per cent premium. tax is 
entirely waived. 


REACHING BEYOND THE STATE FOR TAx 
SOURCES 


The practice has been common for 
states to reach beyond their own bound- 
aries for taxable resources. In many 
instances the practice is deliberate on 
the part of the legislature or the tax ad- 
ministration. In other cases it arises 
from technical difficulties which the 
state intentionally or inadvertently re- 
solves in its own favor. Several illus- 
trations will make clear the character- 
istics of this most direct and obvious 


18 Data as to both states from P. L Gamble, 
“Special Taxes Applicable to Fire Insurance 
Companies as of October 1, 1935,” Tax Sys- 
tems of the World, 1937, pp. 205-6. 
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form of tax competition between the 
states. 


Death taxes 


Possibly the form of overreaching 
jurisdictional bounds which has been 
most widespread, and about which most 
has been written, is found in multiple 
bases of death-tax jurisdiction. At one 
time or another, individual state legis- 
latures have asserted authority to tax 
the transfer of estates or bequests on 
the basis of the decedent’s domicile ** 
and, in the case of corporate securities, 
on the basis of corporate demicile,?® the 
location of the property of the corpora- 
tion,’® and the place of the physical de- 
pository of corporate securities." In 
addition, of course, tangible property 
having a fixed situs in another state is 
subject to transfer tax wherever the 
property is located.** In a series of de- 


cisions by the Supreme Court of the, 


United States, some of these jurisdic- 
tional grounds have been declared 
unconstitutional; though some now out- 
lawed, as for example corporate domi- 
cile, were perhaps as logical as dece- 
dent’s domicile as the determinant of 
taxable situs of stocks and bonds. At 
the present time, therefore, in respect of 
most intangible property, jurisdiction 
rests on the domicile of the decedent 
alone, and in the case of real estate and 
tangible personal property having a fixed 
situs, on the location of the property 
alone. 

It is not to be inferred, however, 
that all of the problems in connection 
with situs for death taxation have been 
solved. Transfer of trust property un- 


14 This is generally the law now. Curry v. 
McCanless, decided May 29, 1339 (No. 339), 
83 L. Ed. 865 (Adv. Sheets). 

15 First National Bank of Boston v. Maine, 
284 U. S. 312. 

18 Rhode Island Hospital Trust Co. v. 
Daughton, 270 U. S. 69. 

17 Baldwin v Missouri, 281 U. S 586. 

18 Frick v. Pennsylvania, 266 U. S. 497. 


der certain circumstances, for example, 
can be taxed in two states.?® 

The principal competitive point in 
connection with death taxation results 
from the fact that states have chosen 
those bases of jurisdiction which would 
result in the largest tax revenue. For 
example, if an eastern state enjoyed ju- 
risdiction on the basis of decedent’s 
domicile and a western staze had juris- 
diction on the basis of the location of 
corporate property, then the estate of a 
decedent resident of the eastern state 
who owned securities in the western 
state corporation would be called on to 
pay two taxes. If another eastern state 
successfully asserted jurisdiction on the 
ground that it was the domicile of the 
corporation owning the property, then 
a third tax would be imposed. More- 
over, some states have claimed jurisdic- 
tion, speaking logically, on two or more 
mutually exclusive bases. It has been 
shown that theoretically claims amount- 
ing to substantially more than the en- 
tire estate could arise from the statutes 
in force in 1924.?° 


Corporation taxes 


Another area illustrating the same 
principle but involving an entirely dif- 
ferent technique of reaching out for tax 
sources, is found in connection with ex- 
cise and income taxes on corporations. 
One of the most obvious forms of dis- 
crimination, formerly practiced even 
more widely than at the present time, 
arose from discriminatory excises on for- 
eign as compared with domestic corpora- 
tions. The Supreme Court approved 
this type of discrimination on the ground 


. tbat the equal-protection clause of the 


19 Curry v. McCanless, sutra ; Graves v. 
Elliott, decided May 29, 1939 (No. 372), 83 
L. Ed: 880 (Adv. Sheets). See also First Bank 
Stock Corporation v. Minnesota, 301 U. 5. 
234. 

20 W, B. Belknap, Proceedings of Preliminary 
Conference, Inheritance and Estate Tares, 
1924, p. 5. 
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Constitution does not apply to corpora- 
tions. 

A second form of corporation excise, 
income, and property tax discrimination 
is found in defective allocation formulas. 
In a number of states the statutes pre- 
scribe allocation formulas which are par- 
ticularly adapted to securing a large 
proportion of the corporation within its 
bounds. For example, a railroad com- 
pany subject to an income, excise, or 
property tax may find that a western 
state havirg a large amount of single- 
track mileage will employ line mileage 
as a basis af apportionment; whereas an 
eastern or midwestern state in which the 
same railroad has much double track and 
extensive vards will employ all-track 
mileage, the consequence being that the 
railroad is allocated to an aggregate ex- 
tent of more than 100 per cent.™ Ex- 
actly the same result may follow from 
administrative action. If the assessing 
officers are inconsistent in the utiliza- 
tion of formulas, the discrimination may 
be multiplied. Industrial corporations 
having property and business in two or 
more states give rise to kindred ef- 
fects. 


Use taxes 


Much has been written recently about 
the employment of use taxes as a means 
of tapping revenue sources without the 
state’s bourdaries. Most of the discus- 
sion has no factual basis other than 
irritation caused by the administrative 
machinery necessary to handle these 
measures. The enforcement structures 
are admittedly more complicated and 
irritating than are those employed in 
connection with other taxes. They are 


21 The hterature suggests that the error is 
well-nigh chronic. Cf., eg., E. A. McCrary, 
“Terminal vs. Bridge States in the Allocation 
of Unit Values,” Proceedings, National Tax 
Conference, 1938, p 300; and Robert S. Ford, 
The Allocation of Corporate Income for the 
Purpose of State Taxation, New York State 
Tax Commiss.on Special Report No. 6. 


essentially no different in principle, how- 
ever, from methods invoked in the 
administration of other commodity 
taxes. 

Notwithstanding the fact that the tax- 
ation of outsiders by means of use taxes 
has been grossly overstated, there is a 
limited area within which the tax dis- 
criminates against interstate commerce. 
It appears that such discrimination is 
accidental and exists, aside from inad- 
vertences, in only five of the numerous 
states which levy use taxes. Generally 
speaking, use-tax laws elsewhere provide 
that articles purchased from without the 
state and subject to a sales tax may have 
the amount paid offset against the use 
tax which would ordinarily be payable. 
For example, if a resident of the state 
buys personal property from without and 
pays no sales tax at the place of pur- 
chase, he must pay a 3 per cent use tax 
in his own state; if, however, he pays a 
2 per cent sales tax, he will be relieved 
of the use tax to the extent of the 
amount paid to the other state. Failure 
to incorporate some such provision in 
five states discriminates to a minor ex- 
tent against the commerce of other 
states, and under certain circumstances 
may be contrary to the Fourteenth 
Amendment to the United States Con- 
stitution. 


Margarine taxes 


A movement to tax certain food prod- 
ucts made from raw materials competi- 
tive with others produced in the taxing 
state is of more recent vintage and of 
more deleterious character. The out- 
standing example is found in margarine 
taxes imposed in about half the states.?? 


22 Oppenheim, “Nature and Extent of Trade 
Barrier Legislation,” Proceedings, National 
Conference of Interstate Trade Barriers, Coun- 
cil of State Governments, April 1939, pp. 23 ff. 
Other surveys of margarine taxes include Rod- 
man Sullivan, The New Margarine Taxes, Bu- 
reau of Business Research, University of Ken- 
tucky, 1934; Barriers to Internal Trade in 
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The state taxes include both heavy li- 
censes on individual manufacturers and 
dealers and excises of five to fifteen cents 
a pound. In some states the tax de- 
pends on whether or not the product is 
colored. 

The purpose of such legislation, in 
early days ostensibly designed to pre- 
vent fraud, is now generally “protec- 
tive.’ This motive was obvious in the 
record which went to the Supreme Court 
in the Washington case; the court never- 
theless sustained the act.’ In conse- 
quence of the purpose to “protect”— 
that is, discriminate against products 
competitive with local raw materials—in 
some states no revenue is collected, and 
in others practically none. Iowa, a state 
having an excise of 5 cents a pound, de- 
rives more revenue from the margarine 
sales tax than does any other state— 
roughly a quarter of a million dollars 
annually.** Analysis by the Bureau of 
Agricultural Economics leaves no doubt 
as to the effectiveness of the tax at ten- 
and fifteen-cent rates in preventing sale 
of margarine. 

Margarine taxes as interstate tax com- 
petitive devices resulting in trade bar- 
riers have been deplored by the United 
States Secretary of Agriculture,” by 
state officials in a general representative 
conference," and by students gen- 
erally.” The measures are doubly sub- 
ject to condemnation when, as in Min- 
nesota, Nebraska, and Wyoming, they 
are made well-nigh administratively im- 
possible by providing exemption if con- 





Farm Products, a special report to the Secre- 
tary of Agriculture by the Bureau of Agricul- 
tural Economics, pp. 17 ff (cited Barriers) ; 
and the factual table published in Tax Systems 
of the World. 

23A Magnano Co. v. Hamilton, 292 U. S. 
42. Cf. Barriers, pp. 19-28 

24 Barriers, p. 20 

25 Barriers, Foreword, p. iii. 

28 Proceedings, National Conference on In- 
terstate Trade Barriers, pp 95 ff., 100 ff, and 
115. 

27 See footnote 22 


taining specified percentages of animal 
fats. 

The results of margarine tax legisla- 
tion have included widespread retalia- 
tion, threats of retaliation, and general 
ill feeling.” In the case of Wisconsin, 
for instance, an extensive boycott of 
Wisconsin products is said to have en- 
sued. The cancellations of orders alone 
may have amounted to more dollars 
(estimated at several millions) than the 
total amount of margarine sold in the 
state for several years prior to passage 
of the act. It is not yet clear how widely 
retaliatory legislation will be adopted 
and the extent to which it will be con- 
fined to related products. 


Alcoholic-beverage taxes 


Discriminatory tax legislation has ap- 
peared in connection with alcoholic bev- 
erages in about half of the states.” For 
the most part these measures impose 
licenses, though in a number of cases 
discriminatory excises on volume have 
been enacted. Fortunately for freedom 
of trade between the states, a counter 
movement appears to have set in during 
1939 legislative sessions. 

Speaking generally, tax competition 
of this variety is in part based on situs 
of production of the beverage and in 
part on origin of the raw material used. 
In several states licenses for beer im- 
porters are higher than for other beer 
distributors. Some states have placed 
higher excises on out-of-state beer. Ex- 
port taxes on distilled spirits are imposed 
in two states. At least four states have 
imposed higher excises on imported than 
on domestic wine. As illustrative of the 
mercantilist discrimination based on 
character of raw material employed, a 
few examples may be cited. If raw 
materials for wine production are grown 
locally, Maine imposes a preferential 
rate. A similar provision applies to 

28 Barriers, pp. 28 ff. 

29 Oppenheim, ibid., p 24. 
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beer. .The alcoholic beverage license in 
that state is dependent on the origin of 
the raw materials.*° 

Legislation of this sort affecting alco- 
holic beverages has been condemned, as 
has margarine tax legislation. Retalia- 
tions have been even more vigorous, so 
that today numerous states have general 
retaliatory statutes. In Michigan the 
retaliation was in the form of an out- 
right embargo on products from a state 
which discriminates against Michigan 
beer. 


-CRITICAL ESTIMATE or TAx COMPETI- 
TION POLICY 


Politically, the tax competition de- 
vices which have been outlined are per- 
suasive. Mercantilism generally at- 
tracts those who, like the average citizen, 
have had little opportunity to study 
economic theory and political history. 
It is perhaps apparent to social scien- 
tists that tax plans like those outlined 
above are unsound from the point of 
view of the whole country. Can it be 
said also that they are unwise from the 
viewpoint of all the people of the state 
which is directly concerned? 

It appears certain that general pros- 
perity—that is, economic well-being—is 
fostered by a nondiscriminatory state 
tax policy. The burden of proof, then, 
must be assumed by one who seeks 
legislation which will restrict the sover- 
eignty of the state or favor one enter- 
prise or economic class at the expense 
of another. Tax exemption or partial 
exemption for one group which does not 
perform public service at the expense of 
other citizens, it is believed, cannot be 
defended on grounds of public policy. 


80 Data have been assembled from Barriers, 
pp. 31 ff.; Thomas S. Green, Jr., State Dis- 


criminations against Out-of-State Distilled _ 


Spirits and State Discriminations against Out- 
of-State Beers, Council of State Governments, 
1939; see also release by Council published 
July 10, 1939, in the Louisville Courier-Jour- 
nal, 


What a farmer receives from a livestock 
subsidy—tax exemption—or what a 
manufacturer gets from a subsidy for 
his manufacturing machinery must be 
paid by other members of the commu- 
nity or by the same ones through other 
taxes. Taxes designed to burden com- 
modities produced elsewhere bring in 
little revenue anc invite economic and 
political reverberations wholly deleteri- 
ous. The administrative difficulties and 
wastes introduced by discriminatory 
policies are prodigious incidental objec- 
tions. 

These economic wastes, without con- 
sidering the larger ones due to retalia- 
tion, cannot but adversely affect the gen- 
eral economic welfare and hence the 
prosperity of the individual state. The 
situation is analogous to that of national 
economic policy ir peacetime. In that 
area it is well recognized that artificial 
restrictions on the “ree flow of commerce 
are injurious to the national economy. 
Internationally, however, not more than 
perhaps 5 per cent of our trade is in- 
volved. Probably 95 per cent of it 
moves interstate. Thus, the effect of 
relatively insignificant restrictions which 
may be introduced by tax competition 
between states is very much greater 
quantitatively than that of a similar 
international restriction. The force of 
this observation will be more apparent 
if it is remembered that the national 
economy is much more truly a unit than 
is the world at large. 


Retaliation 


Possibly the most objectionable fea- 
ture of “unfair” tax competition between 
the states is found in the retaliations in- 
volved. In 1787, it will be recalled, im- 
port duties imposed by one colony were 
met by the producer colony with eco- 
nomic weapons which sometimes took 
the same form but which often took an 
entirely different form. Today, if Mis- 
sissippi introduces half a dozen kinds of 
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tax favors to manufacturing, Louisiana 
introduces a dozen. If Ohio sets a bogus 
fifteen-mill limit on tax rates, West Vir- 
ginia virtually abolishes local govern- 
ment (pending uneconomical readjust- 
ments) by setting a limitation which 
actually works—to some extent. If 
Wisconsin enacts a fifteen-cents-a-pound 
tax on margarine, not only do the cotton- 
oil states object with kindred weapons, 
but Ilinois (which manufactures large 
quantities of margarine) cancels orders 
for paper products and bathroom equip- 
ment theretofore sought from Wisconsin 
manufacturers. If western states usu- 
ally allocate interstate railroads to them- 
selves by a formula which overempha- 
sizes miles of line, the east retaliates 
with one which unduly stresses yard 
property. Thus, discriminatory, com- 
petitive tax legislation or administration 
is characteristically met with similar or 
dissimilar reciprocal weapons by the 
people or states which are injured. 


Ineffectiveness : 


The inequalities introduced by com- 
petitive tax legislation are not only ob- 
jectionable positively, as has been sug- 
gested, but they are also for the most 
part open to the charge that they do not 


effectively serve their immediaje pur- 
pose. It has been abundantly demon- 
strated that tax favors to industry fail 
materially to affect industrial location.** 
There is good reason to believe that 
margarine taxes and alcoholic-beverage 
tax discriminations fail to promote sig- 
nificantly the local consumption of but- 
ter or to stimulate home manufacture 
of alcoholic beverages respectively.*? 

In view of the sense of unfairness en- 
gendered by a policy of discrimination, 
the injurious economic, political, and ad- 
ministrative effects invited by aggressive 
tax competition, and the inefficiency of 
such a policy in achieving its purpose, 
there can be no doubt that the wisest 
general revenue plan is one of religious 
zeal to treat every taxpayer alike. 
Whether the taxpayer is a local citizen 
or a nonresident should have no bearing 
—except of course in the case of taxes 
which are peculiarly the cbligation of 
residents. Experience indicates that the 
soundest tax competition in the long run 
is undeviating, nondiscrimimatory fair- 
ness. 


81 McCarren, loc. cit. 

82 See especially discussion in Barriers and 
Proceedings, National Conference on Interstate 
Trade Barriers, 1939. 


James W. Martin is professor of economics and di- 
rector of the Bureau of Business Research at the Uni- 


versity of Kentucky, Lexington. 


He has served as 


president of the Kentucky Academy of Social Science, 
the Southern Economics Association, and the Tax Re- 
search Foundation. He ts active as a consuliant in 


public finance. 


For the past few years, until his re- 


cent resignation, he has headed the state tax admin- 
istration of Kentucky, and inctdentally served as a 
member of the State Legislative Counci and as chair- 
man of the Kentucky Planning Commission. 


- The Supreme Court and Interstate Barriers 


By ROBERT H. Jackson 


The oppressed and degraded 
state of commerce, previous to the 
adoption of the constitution, can 
scarcely be forgotten. . . . Those 
who felt the injury arising from 
this state of things, and those who 
were capable of estimating the in- 
fluence of commerce on the pros- 
perity of nations, perceived the 
necessity of giving control over 
this important subject to a single 
government. It may be doubted, 
whether any of the evils proceed- 
ing from the feebleness of the 
federal government, contributed 
more to that great revolution 
which introduced the present sys- 
tem, than the deep and general 
conviction, that commerce ought 
to be regulated by congress.1 


HE history of the times which im- 

mediately preceded the Constitu- 
tional Convention abundantly justifies 
the opinion thus expressed by Chief 
Justice Marshall. The Revolutionary 
War was followed by an economic break- 
down and an accompanying commercial 
war between the states. Beginning in 
1784 protective tarifis were erected by 
New England and most of the Middle 
states. Connecticut levied discrimina- 
tory duties on goods from Massachu- 
setts, and Pennsylvania discriminated 
against Delaware. Tribute was exacted 
from the coasting trade, notably by New 
York, through the imposition of clear- 
ance fees. Even market boats from New 
Jersey, carrying butter and cheese and 
garden vegetables, were subject to en- 
trance fees when rowed across from 
Paulus Hook to Cortlandt Street. Mad- 
ison drew a classic picture of “New Jer- 
sey, placed between Philadelphia and 
New York, .. . likened to a cask tapped 


1 Brown v. Maryland, 12 Wheat 419, 445- 
446. 
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at both ends; and North Carolina, be- 
tween Virginia and South Carolina, to 
a patient bleeding at both arms.” Dis- 
crimination was followed by retaliation, 
and the meetings and resolves of embit- 
tered merchants bore an ominous re- 
semblance to those which in 1775 had 
prepared the way for revolution.? 

On the anvil cf this experience the 
Constitutional Convention of 1787 ham- 
mered out one of the great implements 
of federal power.’ Article I, Section 8, 
paragraph 3 of che Constitution pro- 
vides: “The Congress shall have Power 
... to regulate Commerce with foreign 
Nations, and amcng the several States, 
and with the Indian Tribes.” 


DIFFICULTY IN APPLICATION 


These concise words have been a 
sòurce of almost continuous litigation 
and vexation for the Supreme Court. 
The clause has been the focus of many 
of the most important conflicts between 
federal power and states’ rights. It 
forms the warp into which theoreticians 
have woven strange designs of laissez 
faire and patterns to separate acts of 
commerce from ar.tecedents such as pro- 
duction or mining and from subsequent 
acts such as distribution. Its applica- 
tion has always been difficult and its 
breadth not always consistently under- 
stood. Marshall described it as a “sov- 
ereign” power, “complete in itself.” 
This majestic concept was narrowed un- 
til in 1918 in the Child Labor case * the 
majority found it a puny power indeed. 
Now we are returning to its authentic 


2 See Fiske, The Critical Period in American 
History, Chap. IV; Story, On the Constitution, 
Secs. 259-61. 

8 See The Federaist, No. XLI; 5 Elliot, 
Debates, Introduction by Madison, pp 109-22. 

4 Hammer v. Dagenhart, 247 U. S. 251. 
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rigor and simplicity. The Supreme 
Court again holds that Congress may 
regulate commerce among the several 
states.” 

No more difficult problem has arisen 
under the commerce clause than its ap- 
plication to break down barriers to inter- 
state trade erected by a state to obtain 
some provincial advantage. Some of 
these barriers are obvious and easy to 
strike down. Others are disguised in 
inspection laws which actually serve or 
at least simulate a public gcod. Others 
are subtle discriminations in administra- 
tion which usually elude the judicial 
power. But the decisions of the Su- 
preme Court show how frequently com- 
merce has invoked the clause to save it 
from local pride, jealousy, or selfish- 
ness. 


CHIEF JUSTICE MARSHALL'S OPINION 


The problem was first presented to 
the Supreme Court in Gibbons v. Og- 
den, in 1824.8 Chief Justice Marshall, 
speaking for the Court, held invalid a 
New York statute granting to Livingston 
and Fulton the exclusive privilege of 
navigating the waters of the state by 
steamboat, and refused to enjoin Gib- 
bons from navigating between New York 
and New Jersey. Gibbons had invoked 
the protection of both the commerce 
clause and a coasting license under an 
Act of Congress of 1793. Marshall’s 
opinion is far from lucid, but part of 
his discussion emerges as the broad doc- 
crine that power over interstate com- 
merce is confided “exclusively” to Con- 
gress, ‘This interpretation ignores the 
reliance of counsel and Court on a con- 
flict between state and Federal laws cov- 
ering the same subject, but it has, with 
modifications, become central to our 
whole constitutional scheme: the com- 
merce clause, by its own force, without 

5 Currin v. Wallace, 306 U. 5. 1; Mulford v. 


Smith, 307 U. S. 38. 
8 Gibbons v Ogden, 9 Wheat. 1 


national legislation, puts limits upon the 
power of the states which the Supreme 
Court may delineate. 

A few years later, in 1827, Brown v. 
Maryland" provided the occasion for a 
practical application of the intimations 
in Gibbons v. Ogden. A Maryland stat- 
ute had levied a discriminatory tax on 
an importer selling articles of foreign 
origin in their original packages. The 
opinion of Marshall ignores the feature 
of discrimination and discusses the case 
as though the Maryland tax were on 
the selling of goods of whatever origin. 
Witb considerable ingenuity, Marshall 
found a license in the Federal Tariff Act 
giving an importer the right to sell “in 
the original package.” He then dis- 
pensed with the relevance of the argu- 
ment by declaring that the majority 
“suppose the principles laid down in this 
case, to apply equally to importations 
from a sister state.” The “principles” 
were limitations which Marshall derived 
from the existence of the commerce 
clause, upon the power of the states to 
impose general taxes upon dealings with 
goods yet in the original packages in 
which they arrived from other states. 
This particular application was formally 
rejected in Woodruff v. Parham, in 
1869,° sustaining a nondiscriminatory 
tax on goods in the original package,’ 
but the doctrine survived to restrict 
state regulation.2° Considerable time 
elapsed before discrimination against 
interstate and foreign commerce, as to 
which Marshall remained ambiguously 
silent, was decisively prohibited in Wel- 
ton v. Missouri, in 1876.4 


CHEF Justice TANEY’s OPINION 
The opinion of Taney in The License 


T See supra note 1. 

8 Woodruff v. Parham, 8 Wall, 123 

®See Brown v. Houston, 114 U. S. 622; 
Sonneborn Bros v. Keeling, 262 U S 506. 

10 Leisy v Hardin, 135 U S. 100; cf. Bald- 
win v. Seelig, 294 U. S. $11, 52€-528 

11 Welton v. Missouri, 91 U. S. 275. 
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Cases į illustrates an approach quite 
different from that of Marshall. It ap- 
peared to Taney to be 

very clear that the mere grant of power to 
the general government cannot, upon any 
just principles of construction, be con- 
strued to be an absolute prohibition to the 
exercise of any power over the same sub- 
ject by the States. The controlling and 
supreme power over commerce with foreign 
nations and the several States is un- 
doubtedly conferred upon Congress. Yet, 
in my judgment, the State may neverthe- 
less, for the safety or convenience of trade, 
or for the protection of the health of its 
citizens, make regulations of commerce for 
its own ports and harbours, and for its own 
territory; and such regulations are valid 
unless they come in conflict with a law of 
Congress. 

Even the protection afforded by the 
original-package doctrine, Taney in- 
sisted, is derived from an act of Con- 
gress and does not emanate from the 
commerce clause.’ 

The reasons which induced Taney to 
refuse to place limitations upon the 
power of the states because of assumed 
conflict with the “dormant” commerce 
clause also led him to restrict the inter- 
pretation of Federal laws when used to 
show a conflict with state enactments. 
The considerations are brought into fo- 
cus in the suit by Pennsylvania to enjoin 
as an obstruction to navigation the 
maintenance of a bridge across the Ohio 
River authorized by Virginia. The suit 
was part of a struggle between steam- 
boat and railroad interests for domi- 
nance in transportation. The variety of 
interests at stake led Taney to urge 
against the assumption of jurisdiction 
that Congress “has better means of ob- 
taining information than the narrow 
scope of judicial proceedings can af- 
ford.” ** 


12 The License Cases, § How. 504, 572. 

135 How. at 574, 577 But see Leisy v. 
Hardin, supra note 10. 

14 Pennsylvania v. Wheeling Bridge Co., 13 


PRESENT STATUS 


Neither Marshall nor Taney was to 
have his approach fully established. 
Various attempts at social legislation 
during the period under consideration 7° 
at length led to a reformulation of the- 
ory in Cooley v. Board of Wardens, in 
1851.186 The doctrine now classic is that 
over subjects of commerce which are “in 
their nature national, or admit of only 
one uniform system, or plan of regula- 
tion,” Congress alone may legislate, 
while over subjects concerning which 
there exists “no doubt of the superior 


‘fitness and propriety, not to say the 


absolute necessity, of different systems 
of regulation,” the state may legislate 
until supplanted by Congress. Thus 
emerges a basis for supporting state reg- 
ulations of interstate commerce. The 
local benefits to be secured are balanced 
by the Supreme Court against the incon- 
venience to interstate commerce. Regu- 
lations of lccal matters may be invalid 
if unduly burdensome to interstate com- 
merce,” while a stream of commerce 
national in character may be subjected 
to local regulation if the effect is “in- 
direct.” 18 

A variety of state regulations inti- 
mately affecting interstate carriers them- 
selves has been upheld in the absence 
of conflicting Congressional legislation. 
The state may construct dams and 
bridges over navigable streams,’° require 





How. 518, 592 (1852) (dissenting opinion). 
See Illinois Central R. Co v. Public Utilities 
Comm’n, 245 U. S. 493, 510. 

15 The License Cases, supra note 12; The 
Passenger Cases, 7 How. 283. 

16 Cooley v. Board of Wardens, 12 How. 
299, 

17 Eg., Brimmer v. Rebman, 138 U. S. 78 
(inspection law). 

18 E.g , Munn v. Illinois, 94 U. S. 113 (grain 
elevator regulation). 

18 Wilson v. Biack-Bird Creek Marsh Co., 
2 Pet. 245; Gilman v. Philadelphia, 3 Wal. 
713; Lake Shcre & M. S5. R. Co. v. Ohio, 165 
U. S. 365. 
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fees for policing and regulating the har- 
bor,”° insure the seaworthiness of tugs,?* 
and control the location of docks and 
impose wharfage and other charges for 
special services.2* The safety of its citi- 
zens may be thought to require special 
controls on motor carriers. Accordingly, 
it may restrict operation to uncongested 
highways," limit the hours cf continu- 
ous service of drivers,” and regulate the 
size and weight of the equipment on its 
highways.?> Local safety may be the 
basis for imposing burdens even on in- 
terstate railroads.2® The importance of 
The Granger Cases?! in the develop- 
ment of the due process clause should 
not obscure the material effect such per- 
mitted regulation has had uon inter- 
state commerce in grain. 


THE ORIGINAL-PACKAGE DOCTRINE 


The state may also enforce policies 
directed not at the carriers but at arti- 
cles of commerce which it considers so- 
cially injurious. Subject to conflicting 
legislation of Congress, the state may 
regulate the importation of unhealthy 
swine or cattle, and may protect its 
citizens against noxious articles or 
foods ?° and against fraudulent and de- 


2 Cooley v. Board of Wardens, supra note 
16, Clyde Mallory Lines v. Alebama, 296 
U. S. 261. 

21 Kelly v. Washington, 302 U. $. 1 

22 Packet Co v. Keokuk, 95 U. S. 80; Cum- 
mings v. Chicago, 188 U. S. 410; Ingel v. 
Morf, 300 U. S 290 

23 Bradley v. Public Utilities Ccmm’n, 289 
U. S. 92; cf. Buck v. Kuykendall, 267 U. S. 
37. 

24 Welch v. New Hampshire, 306 U. S. 79. 

26 South Carolina Highway Department v. 
Barnwell Bros., 303 U. S. 177. 

26 St, Louis & Iron Mountain Ry. Co. v. 
Arkansas, 240 U. S. 518; cf Seaboard Air 
Line Ry. v Blackwell, 244 U. S. 31C. 

27 Munn v. Minois, supra note 18; also 94 
U. S. 155, 164, 179, 180, 181. 

28 Mentz v. Baldwin, 289 U. S. 346. 

29 Crossman v. Lurman, 192 U. S. 189; 
Price v. Ilinois, 238 U. S. 446; Bcurjois Inc. 
v. Chapman, 301 U. S. 183. 


ceptive substitutions of one article for 
another.2® The enforcement of these 
state policies, however, encounters the 
original-package doctrine. Rejected as 
a limitation on the taxing power, the 
doctrine forms the basis for curtailing 
state regulation of articles transported 
from another state as long as they re- 
main in the original packages. 

Adequate control of the social prob- 
lems arising from the use of intoxicating 
liquors was materially hindered by the 
application given this doctrine in Leisy 
v. Hardin, Potentially it offered broad 
means of evasion of state restrictions 
through shipment of proscribed articles 
from extrastate sellers direct to the con- 
sumer.’ But the doctrine was confined 
to “legitimate” articles of commerce; 
thus noxious articles and articles unfit 
for consumption or misbranded were not 
within its scope. Liquor remained a 
legitimate subject of commercial inter- 
course, however, and some other expe- 
dient had to be found. The restrictions 
imposed by the Court on local control 
were effectively overcome by Congres- 
sional action complementing the state 
laws. The Webb-Kenyon Act of 1913, 
sustained in Clark Distilling Co. v. 
Western Maryland Ry.,5? prohibited the 
transportation of intoxicating liquors 
into any state when it was intended they 
should be received or used in violation 
of its laws. The same device for effec- 
tuating state policies was recently ap- 
plied to convict-made goods.** It has 
also been used with reference to ex- 
plosives, diseased plants, and game 
killed in violation of state law.®* 


30 Plumley v. Massachusetts, 155 U. S. 461; 
Hygrade Provision Co. v. Sherman, 266 U. S. 
497. 

81 Cf. Austin v Tennessee, 179 U. S. 343. 

82 Clark Distilling Co. v. Western Maryland 
Ry., 242 U. S. 311. 

38 Kentucky Whip & Collar Co. v. Ilinois 
Central Ry. Co, 299 U. S. 335. 

3t Cf. 1 Stat. 474; 14 Stat. 81; 35 Stat. 
1137; 45 Stat 69, 1084. 
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e 
CURTAILMENT OF STATE REGULATION 


The formula expressed in Cooley v. 
Board of Wardens also operates to cur- 
tail vast fields of state regulation. Thus 
the commerce clause itself sets limita- 
tions on state control of interstate rail 
carriers so as to prevent local service 
requirements from unduly burdening the 
efficiency and convenience of interstate 

_traffic.2® Matters once thought to be 
within state competence have been with- 
drawn: in 1886 the power of a state to 
forbid discriminatory interstate rates 
was denied **—a decision which gave 
material impetus to the passage of the 
Interstate Commerce Act of 1887. Any 
form of discrimination against interstate 
commerce and any attempt to gain a 
local advantage by throwing the attend- 
ant burdens of legislation on those with- 
out the state are likewise declared to be 
prohibited by thte commerce clause.*’ 
It may be observed, however, that this 
formula is much more difficult of appli- 
cation than of statement. The compli- 
cated growth of commerce-clause limita- 
tions on the taxing power of the states is 
a complete story in itself. A brief re- 
view of only a few decisions raises con- 
siderable doubt as to the feasibility of 
leveling the barriers to interstate trade 
by the tedious process of case-by-case 
adjudication. 

Statutes which in terms discriminate 
against interstate commerce are easily 
weeded out. Thus in Cook v. Pennsyl- 
vania ™® the Court invalidated a tax on 
the sale at auction of imported goods 

35 E.g., Herndon v Chicago, R. L & P. R. 
Co., 218 U. S. 135; Chicago B. & Q R Co v. 
Railroad Commission, 237 U. S. 220. 

46 Wabash St. L. & Pac Ry v. Ilinois, 118 
U S. 557. 

87 Eg, Steamship Co v. Port Wardens, 6 
Wall. 31; Robbins v. Shelby County, 120 U. S. 
489; Baldwın v. Seelig, 294 U. S. 511. 

38 Powell, “Indirect Encroachment on Fed- 
eral Authority” (1919), 31 Harv. L. Rev. 572, 
721, 932; 32 Ibid , 234, 374, 634, 902. 

88 Cook v. Pennsylvania, 97 U. S. 566. 


which exempted similar sales of domestic 
goods. Similarly, an ordinance impos- 
ing a wharfage fee on vessels landing 
products other than of domestic origin 
was stricken in Guy v. Baltimore.‘ 
Discriminations in favor of local wines 
and beers and other local products were 
of early origin and met with a like dis- 
position.*! 


INSPECTION Laws 


Not all attempts at gaining a local 
advantage are so obvious. Many are 
clothed in the plausible garb of inspec- 
tion laws. In Minnesota v. Barber * 
the Court invalidated a statute forbid- 
ding the sale of fresh meat unless it was 
inspected in the state within twenty-four 
hours prior to slaughter. The argument 
that proper inspection can be made only 
prior to slaughter was met with consid- 
erable skepticism, together with the sug- 
gestion that outside inspection could be 
relied upon. A similar attitude was ex- 
pressed in Brimmer v. Rebman, in- 
validating a statute requiring the inspec- 
tion of all meat slaughtered over one 
hundred miles from the place of sale. 
The law did not discriminate against 
meat because of its extrastate origin, but 
merely differentiated between meat 
slaughtered close to market and that 
slaughtered at a distance. Nevertheless, 
the Court held that its necessary tend- 
ency was to stop interstate commerce in 
meat, and accordingly it went beyond 
the limits of inspection. Only last term, 
the Court condemned a Florida statute 
which, in the guise of an inspection law, 
imposed an onerous and discriminatory 
exaction on imported cement. Mr. Jus- 
tice Frankfurter, speaking for the Court 


40 Guy v. Baltimore, 100 U S 434. 

41 Welton v. Missouri, 91 U. S. 275; Ward 
v. Maryland, 12 Wall 418; Guy v. Baltimore, 
100 U S. 434, Tiernan v. Rinker, 102 U. S 
123; Walling v. Michigan, 116 U. S. 446; 
Voight v. Wright, 141 U. S. 62. 

42 Minnesota v Barber, 136 U S. 313. 

48 See supra note 17. 
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‘or the first time, referred to Marshall’s 
great decision in Brown v. Maryland 
and declared that “such assumption of 
national powers bya state has, ever 
since March 12, 1827... been found 
to be in collision with the Constitu- 
tion.” “4 

Other attempts to protect a particular 
industry have met with more success. A 
statute forbidding the sale of oleomar- 
garine colored to resemble butter was 
upheld as applied to sales in the original 
package, on the ground tha: it prevented 
deception. Recently an excise tax of 
fifteen cents per pound on all butter sub- 
stitutes sold within the state of Wash- 
ington was found to be proper.“ The 
limits appear to be delineated by two 
decisions striking down one statute for- 
bidding the sale of oleomargarine sold 
in the original package and another pro- 
hibiting sales of oleomarga-ine when not 
colored pink.“ 

State regulation of interstate motor 
traffic and the requirement of reasonable 
fees for special services and the cost of 
inspection serves an important need in 
the absence of Federal legislation. Yet 
the tests of validity often appear merely 
formal. A fee declared irvalid because 
found to be excessive in one case may 
be upheld in another after the statute 
has been rephrased and the accounting 
method changed.*® A Tennessee tax on 
the privilege of using the highways was 
declared invalid because the measure 
employed bore no sufficient relation to 
the extent or manner of use,‘ while a 


44 Hale v. Bimco Trading Co., 306 U. S. 
375, 380. 

45 Plumley v. Massachusetts, 155 U. S. 461. 
See Capitol City Dairy Co. v. Ohio, 183 U. S. 
238. 

48 Magnano Co. v. Hamilton, 292 U. S. 40. 

#7 Schollenberger v. Pennsy-vania, 171 U. S. 
1; Collins v. New Hampshire, 171 U. S. 30. 

48 Compare Ingels v. Morf, 300 U. S. 290, 
with Clark v Paul Gray, Inc., 306 U. S. 583. 
See Dixie Ohio Co v. Comm’n, 306 U. S. 72. 

49 Interstate Transit Co. v. Lindsey, 283 
U S5. 183, 190. 


South Carolina regulation of size and 
weights, which seriously impeded motor 
truck transportation through the state, 
was upheld as a reasonable exercise of 
legislative discretion.°° Relief from the 
“border wars” and ports-of-entry restric- 
tions reported in current literature ® ap- 
pears to be dependent on the promulga- 
tion of uniform regulations under the 
Motor Vehicle Act of 1935." 

The use of inspection laws and of 
quarantines to protect local industries 
from injury through the introduction of 
diseased plants or animals has long been 
recognized as valid and necessary." A 
discriminatory statute, such as one for- 
bidding the importation of cattle during 
a long season of the year, is repugnant 
to the commerce clause.** Yet the Sec- 
retary of Agriculture reports current use 
of inspection laws and quarantines as 
a means of achieving market restric- 
tion." 


PRESUMPTIVE VALIDITY 


The statement of the cases in many 
instances demonstrates the presumptive 
validity of state legislation. There are 
pressing social and economic needs that 
call for relief through local regulation. 
The menace consists in its perversion. 
The purpose to discriminate may not 
appear on the face of the most burden- 
some measure. It often appears only 
in its administration and application, 
and this is usually not susceptible of 
proof. The question before the Court 
in most instances is not whether state 


50 South Carolina Highway Department v. 
Barnwell Bros., supra note 25. 

51 See Report to the Secretary of Agricul- 
ture, Barriers to Internal Trade in Farm Prod- 
ucts (1939), pp. 38-54. 

52 See Welch v. New Hampshire, 306 U. S. 
79 

53 See inspection laws listed in Gibbons v. 
Ogden, 9 Wheat. 1, 119-123, and in Turner v. 
Maryland, 107 U. S. 38, 51-54. Also 1 Stat. 
474, 

54 Railroad Co. v. Husen, 95 U S 465. 

55 Report, supra note 51, pp. 68-97. 
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regulation is preferable to Federal regu- 
lation, but whether state control is bet- 
ter than no control at all. Unable to 
solve the problems in any practicable 
manner, the Supreme Court must be 
slow to condemn laws which do not 
clearly discriminate against interstate 
commerce. As the Court recently ob- 
served: “Its function is only to deter- 
mine whether it is possible to say that 
the legislative decision is without ra- 
tional basis.” 58 

The difficulties implicit in attempts to 
invalidate state legislation on grounds 
other than discrimination are recorded 
in the decisions. The original-package 
doctrine as a limitation on nondiscrim- 
inatory regulation of intoxicating liquors 
was overcome by Congressional enact- 
ment.’ The confusion in the tax field 
is illustrated by two recent decisions of 
the New York Court of Appeals. In 
Sears, Roebuck & Co. v. McGoldrick,®* 
the Court sustained a tax upon sales of 
bulky merchandise contracted for in 
New York. The goods, so the parties 
understood, were ‘to be delivered direct 
to the buyer from factories and ware- 
houses located in other states. On the 
same day the Court held invalid a tax 
upon quantities of off for steamships 
contracted for in New York and to be 
delivered in New York by barge from 
tanks located in New Jersey.” The 
first case was distinguished on the 
ground that the delivery from extrastate 
warehouses was a matter of indifference 
to the buyer, while the oil in New Jersey 
was specifically contracted for. 

These confusions arise from attempts 
to apply some of the nice distinctions 
that have grown about the doctrine that 
a tax “on” interstate commerce is in- 

58 Stone, J., in Clark v. Paul Gray, Inc., 306 
U. S. 583, at 594. 

57 See supra note 32. 

58 Sears, Roebuck & Co. v. McGoldrick, 279 
N. Y. 184. 


58 Compagnie Generale Transatlantique v. 
McGoldrick, 279 N. Y. 192, 
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valid." A nondiscriminatory tax by the 
state of destination on a sale negotiated 
prior to interstate transportation is a tax 
on an “interstate sale” and hence in- 
valid; “t but a nondiscriminatory tax by 
the state of destination on a sale nego- 
tiated subsequent to interstate trans- 
portation is not repugnant to the com- 
merce clause.*? The doctrine is further 
refined by distinguishing between ven- 
dors and agents of extrastate sellers. 
Finally, the equivalent of a tax on an 
interstate sale may be imposed by means 
of a tax on the “use” within the state.* 
The latest decisions of the Court have 
shown a tendency to explain earlier de- 
cisions in terms of the risk of multiple 
taxation.®© Even here, dissenting opin- 
ions suggest that actual multiple taxa- 
tion may be a more practical test of 
discrimination than the mere possibility 
of it.%¢ 

Entirely apart from the inability of 
the Court to eliminate barriers to trade 
through adjudication of the issue of dis- 
crimination, many types of discrimina- 
tion exist completely free of commerce- 
clause restrictions. Thus, the state may 
use its purchasing power substantially 
as it pleases. Employment policies on 


60 See Robbins v. Shelby County, 120 U S. 
489, 492; Helson v. Kentucky, 279 U. S. 245; 
cf. Wiloil Corp. v. Pennsylvania, 294 U. S. 
169, 175. 

et The Court has so assumed: Robbins v. 
Shelby County, 120 U. S. 489, 492; Sonneborn 
Bros. v. Cureton, 262 U. S. 506, 515; Henne- 
ford v. Silas Mason Co., 300 U. S. 577, 583. 

62 Woodruff v. Parham, supra note 8; Son- 
neborn Bros. v. Cureton, 262 U S. 506. 

88 Compare Robbins v. Shelby County, 120 
U. S. 489, with Banker Bros. Co. v. Pennsyl- 
vania, 222 U. S. 210 

64 Hannaford v. Silas Mason Co, 300 U. S. 
577; Southern Pacifc Ry. Co. v. Gallagher, 
306 U. S. 167. 

85 Western Live Stock v Bureau of Revenue, 
303 U. S. 250; Adams Manufacturing Co. v. 
Storen, 304 U. S. 307; Gwin, White & Prince 
Inc. v. Henneford, 305 U S. 434. 

86 See dissenting opinions of Black, J.: 304 
U. S at 316; 305 U. S. at 442, 
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state public works favoring local resi- 
dents and business firms have been sus- 
tained.** The ensuing discrimination 
and retaliation may impose difficult bar- 
riers to trade between the states, all 
secure from constitutional attack. 

The Twenty-first Amendment re- 
served certain powers to the states to 
insure adequate control of the social 
and moral problems incident to the 
liquor traffic. The power thus given to 
protect social policies many states have 
turned, under pressure from local liquor 
interests, to protection of home industry. 
Discriminatory sales taxes and special 
restrictions are placed on those who sell 
cut-of-state wines and beers. The Court 
is powerless to prevent economic pro- 
vincialism from perverting such state 
power to purposes not intended by the 
amendment but not precluded by its 
provisions.® 


MEANS OF PROTECTING INTERSTATE 
TRADE 


We must not forget that while the 
commerce clause of itself will not keep 
cpen the channels of interstate trade, the 
Congress has a wide choice of means to 
use the grant of power effectively to 
achieve that end. 

Litigation to enjoin or to resist the 
enforcement of interstate barriers is 
successful against most of the obvious 
cr declared discriminations against 
interstate commerce by states and mu- 
nicipalities. The Government has not 
hesitated to intervene to assist private 
litigants in that endeavor,®® but litiga- 
tion has definite limitations. Federal 
executive power, like the judicial power, 
is properly reluctant to attribute any 
undeclared and improper purpose to a 
sovereign state where its acts are as- 


6? Heim v McCall, 239 U. S. 175; Atkin v. 
Kansas, 191 U.S. 207. : 

68 Mahoney v. Triner Corp, 304 U. S. 401; 
State Board v. Young’s Market, 299 U. S. 59. 

89 Hale v. Bimco Trading Co., supra note 44. 


serted to be innocent of the purpose to 
discriminate, and where they serve a 
useful local end. If local regulations are 
within the state’s power—and that 
power is considerable—the Federal Gov- 
ernment cannot assume or ask the courts 
to assume to explore the motives. 

The Supreme Court has held, how- 
ever, that where an application of state 
power, such as the regulation of local 
rail rates, is in practice to discriminate 
against or to burden interstate com- 
merce, then regardless of motive, the 
Federal power is adequate to prevent 
that result.” This power can be made 
effective through a Federal administra- 
tive agency, such as the Interstate Com- 
merce Commission, with authority to 
invalidate local regulations found to 
burden the national commerce unduly.” 
Local inspection and quarantine laws 
which prove burdensome because of their 
very diversity might be superseded by 
uniform regulations." It has been sug- 
gested that even state taxation powers 
may also be restricted so as not to bur- 
den interstate trade unduly.“ To shield 
the national commerce from regulations 
which, however well intended, have the 
effect of an undue burden on the na- 
tional commerce, Congress may make its 
own choice of means and procedures. 

Whether the protection of interstate 
trade shall be accomplished by existing 
controls or by a further extension of 
Federal controls, the most important 
thing is the existence of an informed 
public opinion which will identify: and 
condemn efforts to fasten parochialism . 
upon the national commerce from any 


10 The Shreveport Case, 234 U S. 342; Mc- 
Dermott v. Wisconsin, 228 U. S. 115. 

T1 See 223 L C. C. 109. 

72 The Shreveport Case, supra note 70. 

78 See Oregon-Washington R. R. & Nav. Co. 
v. Washington, 270 U S. 87. 

74 See Black, J, dissenting in Gwin, White 
& Prince Inc. v. Henneford, 305 U S. 434, at 
451-52, 455. But cf. The Federalist (Lodge 
ed.), No. XXXTI, pp. 185, 187. 
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sourcer Balkanism is as much a state 
of mind as a condition of geography. 
We cannot afford to let trade selfishness 
set up legal frontiers in America where 
trade must halt. Such petty barriers 
have long since proved to be not only 


economically futile but also disastrous 
to peace and good will. A realization of 
these facts by the residents of each lo- 
cality would make the choice of means 
to level trade barriers relatively unim- 
portant. 
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Uniform Legislation in the United States - 
By Ropney L. Morr 


HE United States would appear to 

be a fertile soil for the growth of 
uniformity in legislation. The forty- 
eight states present no wide differences 
in political ideals or governmental ma- 
chinery; there are no deeply diversified 
legal habits, economic interests, or so- 
cial classes; our people have a common 
cultural heritage and a common lan- 
guage; the Nation possesses a form of 
business organization and a system of 
communications which has steadily cen- 
tralized commercial life; and the consti- 
tutional framework promotes, rather 
than impedes, common action by the 
states. 

If uniform laws thrive where there 
is social homogeneity, American condi- 
tions should furnish not only an ideal 
setting for them but also the genera- 
tive forces necessary for their devel- 
opment. 


FEDERAL POWERS AND STATE 
LEGISLATION 

A long tradition of increasing legal 
uniformity, moreover, has resulted from 
the gradual extension of national powers. 
The Federal Constitution was estab- 
lished to eliminate commercial discrim- 
inations between the states, and as the 
need for unvaried regulation has grown, 
the powers of the central government 
have grown to meet that need. This has 
been accomplished in part by amend- 
ments to the Constitution and in part 
by the decisions of the United States 
Supreme Court giving an increasingly 
broad interpretation to the power of the 
Federal Government to regulate ‘‘com- 
merce among the several states.” With 
the approval of the Court, uniformity 
has been established in such a variety 
of matters as railroad fares, labels on 
canned foods, regulation of monopolies, 
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licensing of radio broadcasting, and con- 
trol of securities exchanges. 

There are, however, very definite lim- 
its to the use of Federal powers to reduce 
variation in the legal systems of these 
United States. Even a nationally 
minded Supreme Court could not bring 
itself to decree that the regulation of 
local as well as interstate business, which 
was attempted under the National In- 
dustrial Recovery Acz, was within the 
powers granted to Corgress by the Con- 
stitution. 

If there were no constitutional doors 
to unlock, high barriers would still need 
to be hurdled before uaiformity could be 
secured by Federal fiat. The experience 
with national control of the liquor traf- 
fic under prohibition, and with price 
regulation under the short-lived Na- 
tional Recovery Administration, was not 
entirely happy. It was evident in both 
cases that legislative uniformity which 
was not accompanied by intelligent and 
skillful administratior. of the law would 
be a mirage. 

Every field which the Federal Govern- 
ment enters produces conflicts between 
the national statute and state laws at 
innumerable points. One of the prin- 
cipal objections to tha proposed amend- 
ment giving the Federal Government 
control over child labor is that under 
it the National Government might at- 
tempt to centralize education as well. 
A national marriage and divorce law has 
often been proposed to replace the pres- 
ent situation under which the states com- 
pete for marriage and divorce business 
by being more lenient than their neigh- 
bors. A single code in this field would 
certainly be desirable, but only a legal 
neophyte would fancy the task of ad- 
justing a national law on this subject to 
the diverse state rules on such correla- 
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tive subjects as property rights, inheri- 
tance, legitimacy, guardianship, public 
health, and the criminal code. 


LEGISLATIVE COPYING 


The constitutional, administrative, 
and legal difficulties which the National 
Government meets in prescribing uni- 
form laws are trivial compared with the 
practical political obstacles to harmoni- 
ous action by the forty-eight states. A 
certain amount of unplanned, fortuitous 
uniformity has been achieved by sheer 
luck. Framers of state constitutions and 
drafters of state statutes have often 
taken similar documents from conven- 
ient sister states or from the -Federal 
Government as models for their efforts. 
Legislative copying has thus cast many 
pieces of legislation in similar molds, al- 
though sometimes the results of this 
process have not been too fortunate. 
The inland prairie state of South Da- 
kota, with scarcely a navigable river or 
lake in its boundaries, solemnly stipu- 
lates in its constitution that its governor 
shall be the commander-in-chief of the 
“military and naval forces of the state” 
—a phrase from the early constitutions 
of seaboard states. The tenement-house 
law passed some years ago by a well- 
meaning but unimaginative western leg- 
islature was copied from the statute en- 
acted for New York City. As a result, 
every farmer was required to provide 
his hired hands with rooms having run- 
ning water and sanitary toilet facilities, 
although such features were almost un- 
known in the rural areas at that time. 

Fortunately, many states have taken 
steps to prevent the more serious evils 
of indiscriminate copying of statutory 
provisions from other states. Many 
legislatures provide for a careful survey 
of any important problem by a small 
investigating commission before a new 
statute is passed to solve it. More than 
two hundred of these commissions are 
appointed in each biennial period. In 


many cases the commission is given 
funds to employ an expert staff to study 
the problem, go over the legislation in 
other states, and draw up a proposed 
law. The use of investigating commis- 
sions not only tends to make the state 
statutes on a given problem more uni- 
form by enabling each state to profit 
from the experience of the others, but 
a really thorough piece of investigation 
will often result in an act which is so 
well constructed that other states soon 
find it desirable to incorporate its pro- 
visions in their own laws. The splendid 
report of the New York Commission on 
Old Age Pensions under the leadership 
of Senator Seabury C. Mastick was 
widely used as a basis for legislation in 
other states as well as in New York. 


LEGISLATIVE REFERENCE SERVICES 


The legislatures of more than three- 
fourths of the states have established 
permanent legislative reference agencies 
to guide their members through the 
mazes of legislation. Many of these 
agencies are well organized with a 
trained staff, adequate library facilities, 
and convenient offices. They compile 
digests of the laws of other states on 
subjects of current interest; prepare 
summaries of technical information for 
busy legislators; and sometimes more 
detailed investigations of the social and 
economic effects of various types of 
laws. In some states they draft a large 
proportion of the bills which are intro- 
duced in the legislative bodies, and a 
few legislatures submit all bills to them 
for revision as to form before they are 
finally enacted. Through the constant 
study of legislation, these agencies are 
in a position to suggest the statute in 
another state which is most likely to pro- 
duce the results the lawmakers desire. 
This practice tends to promote a practi- 
cal kind of similarity in the state stat- 
utes, if not precise uniformity. 

To assist these legislative reference 
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services in securing data on the legisla- 
tion of other states, the Interstate Ref- 
erence Service has performed a useful 
service. This organization acts as a 
clearing house of information on legis- 
lative problems, answers inquiries from 
the legislative reference services, pre- 
pares bulletins on legislative topics, and 
issues a monthly magazine, State Gov- 
ernment, in which legislative matters are 
discussed. It is now possible for im- 
provements in legislation to become 
known to legislative draftsmen through- 
out the United States in a very short 
time. During the banking crisis in 1933, 
copies of emergency statutes were sent 
by air mail and were on the desks of the 
directors of the legislative reference bu- 
reaus within two days. This service has 
already proved its value in harmonizing 
the laws of the various states, and as it 
becomes more firmly established, its in- 
fluence in this direction should increase. 


LoBBYING ORGANIZATIONS 


Lobbying organizations also have had 
a considerable share in the work of pro- 
moting uniformity of legislation in a 
number of fields. A directory published 
by the Public Administration Clearing 
House lists a hundred and fifty agencies 
which seek common legislative action in 
the various states on some subject. A 
few of them are very strong, and have 
qualified research staffs which do some 
excellent work. Thus, the National 
Safety Council with a staff of ninety-five 
has exerted considerable influence in the 
direction of more uniform laws to pro- 
mote safety in factories, on highways, 
and in the home. Even more influential 
is the American Automobile Association, 
with its staff of two hundred and its 
representatives in every state capital. 
Through a very extensive propaganda 
campaign it is able to exert a consider- 
able influence toward greater uniformity 
in motor-vehicle legislation. Many of 
these organizations are supported by 


public-spirited citizens, and while they 
are interested only in promoting uni- 
formity in a limited field, they do not 
have any selfish interest to protect. 
Thus, the American Association for La- 
bor Legislation has been influential in 
spreading information on labor laws and 
has helped to prevent needless variation 
in them. Most of these organizations 
engage in a wide variety of other activi- 
ties as well as the promotion of uni- 
formity ‘in legislation. The American 
Uniform Boiler Law Society, however, 
is interested solely in securing the adop- 
tion of the uniform boiler code formu- 
lated by a committee of the American 
Society of Mechanical Engineers. 

In general, these organizations repre- 
sent individuals, societies, or business 
firms outside the government. There 
are, however, a number of organizations 
of public officials which are national in 
scope and which further legislation in 
their respective fields. Thus, the Ameri- 
can Public Welfare Association provides, 
among other things, a technical staff to 
advise state legislative committees con- 
cerning changes in their poor laws or 
statutes affecting their public welfare 
institutions. With a membership com- 
posed of state and municipal officials, it 
has great technical resources for its 
work, and is able to do much for the 
unification of welfare legislation. The 
National Tax Association, composed of 
tax officials, citizens interested in taxa- 
tion, and professors of public finance, 
has been particularly active in studying 
the problems of double and conflicting 
taxation and in promoting a more har- 
monious tax structure for the states and 
the Nation. 

It is only natural that the members of 
the state legislatures should look with 
more or less suspicion on the repre- 
sentatives of all these organizations. 
Their propaganda tactics, their limited 
interest in special fields of legislation, 
and in some cases the sources of their 
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finances have been such as to prejudice 
their work. In spite of their handicaps, 
these organizations have been of real as- 
sistance in promoting more harmonious 
legislation. Their enthusiasm, the vigor 
of their educational campaign, the con- 
tinuity of their work year after year, and 
the intelligent and informed character 
of their leadership have been a tremen- 
dous source of strength. While they 
have not promoted uniformity of text so 
much as uniformity of ideas, their work 
has Jaid the basis for a more consistent 
legal structure in the United States. 


NATIONAL CONFERENCE ON UNIFORM 
STATE Laws 


The National Conference of Commis- 
sioners on Uniform State Laws is by 
far the most important organization 
striving for uniformity of legislation in 
the United States. It is an official body, 
created by state statutes. The three 
commissioners appointed by the gov- 
ernor of each state or territory are in- 
variably leading members of the bar or 
teachers in law schools. The Conference 
is now forty-seven years old, and has 
counted among its members many of 
the most prominent American scholars 
in the field of comparative law and legis- 
lation. The public spirit of the com- 
missioners is such that although they 
are all unpaid, and many do not even 
receive travel expenses for their journeys 
to the annual meetings of the Confer- 
ence, the attendance at these meetings 
is usually very good. 


TABLE 1-—ATTENDANCS AT ANNUAL 
MEETINGS BY COMMISSIONERS 
on Unirorm State Laws 


Jurisdictions 
Year Attendance Represented 
1935 74, 38 
1936 85 40 
1937 71 37 
1938 88* 44 


* There were five Associate Members in 
addition. 


The procedure of the Conference is 
such as to inspire confidence in its work. 
A uniform act is considered over a pe- 
riod of years and usually passes through 
several editions for discussion, correc- 
tion, and amendment before it is re- 
leased to the public. If the Conference 
decides that a uniform act on a given 
subject is desirable, a subcommittee is 
appointed to draft it. These subcom- 
mittees have often engaged legal experts, 
men of outstanding reputation in their 
fields, to draft acts on the more intricate 
subjects. Thus, several of the statutes 
in the Uniform Commercial Code were 
drawn by Professor Samuel Williston of 
Harvard University, the most widely 
recognized expert in that field. The text 
as prepared by the draftsman is then 
considered by the subcommittee, which 
may modify it, refer it back for redraft- 
ing, or approve it for submission to the 
Conference at its next annual meeting. 
Here it is discussed section by section, 
objections are considered, and modifica- 
tions proposed. The act is then referred 
back to the subcommittee for reconsid- 
eration. This process may be repeated 
several times before a draft is presented 
which secures the approval of the Con- 
ference. The Uniform Bills of Lading 
Act was approved by the Conference 
only after five separate drafts had been 
prepared, printed, and revised. 

Uniform acts which are approved by 
the Conference are submitted to the 
Section on Uniform State Laws of the 
American Bar Association for its ap- 
proval, and then are promulgated for 
consideration by the state bar associa- 
tions. Only those acts which can secure 
this widespread support are submitted 
to the state legislatures for their action. 
This painstaking procedure has made 
the uniform laws models of draftsman- 
ship, and the standards which the Con- 
ference has set exert an important in- 
fluence toward the technical improve- 
ment of American statutes. The metic- 
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ulous care which is taken in preparing 
the uniform laws is an indication of their 
importance, and in itself should make 
it difficult for the state legislatures to 
ignore them. 

This meticulous procedur2, however, 
is better adapted to some types of legis- 
lation than to others. Although it is 
admirably suited to the drafting of laws 
governing commercial transactions, it 
has not operated so well in the field of 
social legislation. The prosDerous law- 
yer is continually meeting commercial 
problems in his practice, and the attor- 
neys who compose the Conference are 
likely to be well informed on those 
branches of the law. On the other hand, 
they are frequently out of touch with 
some of the more fundamental social 
needs which would be well known to 
economists, political scientists, or soci- 
ologists. Furthermore, sinc? the Con- 
ference does not hold hearings, it is de- 
prived of the wisdom of those who do 
have the specialized knowledge of these 
problems. As a result, the legislation 
which has been drafted in the social 
field has sometimes failed to take ac- 
count of important aspects cf the prob- 
lem. Because of this, the legislatures 
have been inclined to favor social legis- 
lation which has the support of those 
interest groups which are affected by it, 
even though their objects may be selfish 
ones. 


ACTIVITIES OF THE CONFERENCE 


During the first forty-six vears of its 
existence (up to 1938), the Conference 
had drafted and approved ninety acts, 
and in addition had approvec seven acts 
which had been drafted by other or- 
ganizations. Some of its earlier acts 
had been declared obsolete or had been 


1 Since 1914 the Conference has discontinued 
the practice of approving acts drewn by other 
organizations. In 1928 it withdrew its in- 
darsement from one of the seven it had for- 
merly approved. 


withdrawn by the Conference, leaving 
seventy-six acts which were being 
pressed on the state legislatures. 

The constitution of the Conference 
states that its object is “to promote uni- 
formity in state laws on all subjects 
where uniformity is deemed desirable 
and practicable.” In general, a rather 
strict view has been taken of this object. 
The Conference has tended to confine 
its recommendations to subjects of in- 
terest to the country at large in those 
fields where the principles of law are 
fairly well settled, and has shunned the 
domain of public policy. Although it 
has rapidly expanded the number of acts 
which it has approved, the Conference 
has generally refrained from promoting 
new laws or legal reforms. As one of 
its members declared, “You cannot make 
uniform that which has not yet been 
formed.” 

The Conference operates on a rela- 
tively small budget of about $10,000 a 
year.? About two-thirds of its funds 
come from an annual contribution by 
the American Bar Association. The rest 
of the budget is raised by contributions 
from state or municipal bar associations 
and by appropriations from state legis- 
latures. During the past thirty years 
legislatures in thirty-two jurisdictions 
have made one or more contributions to 
the work of the Conference. While the 
amount of public money spent for this 
work has been small, it indicates an in- 
terest in the work. The only other siz- 


2 The largest item of expenditure is for the 
secretary’s office, with printing and the ex- 
pense of the annual meeting making the bulk 
of the other disbursements. 

3 The states most frequently contributing to 
the work of the Conference are: Ohio (26 
years), Pennsylvania (24 years), Connecticut 
(23 years), Massachusetts (23 years), Mary- 
land (20 years), Rhode Island (18 years), 
South Dakota (18 years), Wisconsin (17 
years), Delaware (16 years), Maine (15 
years), New York (15 years), District of Co- 
lumbia (15 years). Few states have voted 
more than $500 a year, the typical appropria- 


84 ` THE ANNALS oF THE AMERICAN ACADEMY 


able fmancial support the Conference 
has ever received was a contribution in 
1905 from the American Warehouse- 

men’s Association to pay part of the 
` costs of drafting the Uniform Ware- 
house Receipts Act. There is no evi- 
dence that the Conference has allowed 
any of the contributions which have 
been made to it to influence its judg- 
ment on proposed uniform acts. 


Poor RESPONSE 


The response to the efforts of the Na- 
tional Conference of Commissioners on 
Uniform State Laws has been, on the 
whole, rather disappointing. After an 
expenditure of some $200,000 and the 
time and effort of several hundred of 
the most capable and public-spirited 
lawyers of the country during nearly 
half a century, it is a little discouraging 
to find that the typical uniform law has 
been adopted by only one-quarter of 
the states. Only one act has been 
adopted by all the states and territories 
(the Uniform Negotiable Instruments 
Act); only eight others have been 
adopted by half the states and terri- 
tories; * and only twenty-three have 
been adopted by one-fourth of the legis- 
latures. On the other hand, there are 
eighteen acts which have not been 
adopted by more than a single legisla- 
ture. Stated another way, about one- 
fifth of the work of the Conference has 
not resulted in any uniformity at all, 
while only one-tenth has had any sub- 
stantial effect. 

Time, of course, is required to famil- 
iarize the legislators in forty-eight states 





tion being about $200 Thirteen states have 
never contributed (either through their legis- 
latures or through their bar associations) any- 
thing to the work of the Conference. 

* Uniform Sales Act, Uniform Warehouse 
Receipts Act, Uniform Bills of Lading Act, 
Uniform Veterans’ Guardianship Act, Uniform 
Declaratory Judgments Act, Uniform Narcotic 
Drug Act, Uniform Proof of Statutes Act, and 
Uniform Stock Transfer Act. 


with the provisions of these acts and to 
break down their natural hesitancy to 
accept laws drawn by other agencies. 
Nearly all the eighteen acts which have 
failed of adoption by more than one 
legislature were less than ten years old. 
Nevertheless, this by no means tells the 
whole story. The first act to be ap- 
proved by the Conference (the Uni- 
form Acknowledgments Act) has been 
adopted by only nine states in the forty- 
five years it has been before the legis- 
latures, and the Uniform Public Utili- 
ties Act, which was approved by the 
Conference ten years ago, has not been 
approved by any legislature. It is evi- 
dent that the Conference has failed to 
acquire the prestige necessary to enable 
its acts to be adopted by the legislatures 
without opposition. 

The difficulty is in part legal and in 
part political. In spite of the fact that 
many of the uniform acts contain sec- 
tions and clauses which are found in the 
statutes of many different states, it may 
be hazardous to adopt them entire in 
any one jurisdiction. Very often the 
terms used must be changed to conform 
to the legal phraseology in other statutes 
of the particular state. Thus, the term 
“felony” has a wide variety of meanings 
in American criminal law, and civil 
and criminal procedures vary from state 
to state. Since the acts must be en- 
forced in the state courts, it is often 
necessary to change a statute in order 
to have it operate with a minimum of 
difficulty in a given jurisdiction. 

These legal difficulties are by no 
means trivial, but where they are hon- 
estly met and a sincere effort is made 
to produce a statute which will har- 
monize with the laws of other states, 
they can generally be overcome. They 
account for certain of the changes 
which have been made in the uniform 
acts as they have been adopted in 
the various states, but by no means 
for all. 
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THE POLITICAL OBSTACLE 


An even more serious obstacle to uni- 
formity is the political one. Those who 
organized the National Conference of 
Commissioners on Uniform State Laws 
failed to take into account the short 
tenure of American legislative bodies 
and the rapid turnover in their member- 
ship. Nearly half the members of the 
forty-eight legislatures serve but two 
years, during which period there is only 
a single legislative session. In any legis- 
lature, a count of the members will show 
that only a small fraction have seen leg- 
islative service for four or more sessions. 
There is thus little continuity of person- 
nel, and consequently little continuity of 
policy from one session to another. 
Even if one session determines to sup- 
port the work of the Conference, both 
by giving it financial aid and by approv- 
ing its proposed laws, there is no assur- 
ance that such support will be continued 
in the next session. Everything depends 
upon the interest of individuals in the 
legislature, and the task of interesting 
anew a majority of the 7,500 members 
of the American state lawmaking bodies 
every two or four years is on2 which the 
Conference has never been able to meet. 

A newly elected legislator is deluged 
with proposals for laws. Many of these 
come from organizations waose names 
and letterheads indicate as great a de- 
gree of interest in the public weal as has 
the National Conference on Uniform 


State Laws. Some indeed insist that 
they are dedicated to the promotion of 
uniformity in legislation. There is little 
wonder that the novice in lawmaking is 
confused. Even after he arrives at the 
state house, he finds no fellow legislator 
who has been a member of the National 
Conference of Commissioners on Uni- 
form State Laws, for legislators are never 
appointed during their term of office. 
If he is a member of the American Bar 
Association, he may support the pro- 
posals of the Conference; but only one- 
quarter of the lawyers in the United 
States are members of this organization, 
and those who are not members often 
join the non-lawyers in the legislature 
in their natural suspicions of the motives 
of the Conference. Accordingly, even 
when a legislature is favorably disposed 
toward the principle of uniformity, it 
scrutinizes the proposals of the Con- 
ference very closely. 


MODIFICATION OF UNIFORM Laws 


The result has been twofold. The 
acts proposed by the Conference have 
not been widely adopted, or else they 
have been modified by the legislatures 
in such a manner as to impair their uni- 
formity. The reports of the Confer- 
ence show that the proposed uniform 
laws have been modified by every eighth 
legislature, and, what is even more omi- 
nous, this tendency has been much more 
marked during the past decade. This is 
clearly shown by Table 2. 


TABLE 2—MopriricaTion OF UNIFORM Laws BY LEGISLATURES 














Year Acts Approved Total Number Number of Adoptions Per Cent 
| by Conference of Adoptions with Modifications Modified 
1920 22 274 11 4.0 
1925 34 375 18 4.8 
1930 48 540 67 12.4 
1935 58 695 88 12.7 
1938 76* 783 95 12.1 








* Including amendatory acts. 
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Ií these modifications were merely 
changes in detail, the situation would 
not be so serious. It has been esti- 
mated ë that in at least two-thirds of 
the cases, the modifications were serious 
enough to impair the uniformity of the 
act. A comparative study of the text 
of some of the uniform laws as they 
have been adopted by the various states 
indicates that this is a very conservative 
estimate. If every change which was 
made in the text of the uniform law were 
counted, the number of identical adop- 
tions would be very few. The Uniform 
Negotiable Instruments Act has been 
altered in some particular in forty-seven 
of the fifty-three states and territories in 
which it is the law. Changes have been 
made in 117 of the 197 sections of this 
act. Many of these changes are, of 
course, of minor significance, and some 
of them were obviously errors. Never- 
theless, a surprising number of states 
have rewritten sections, added clauses 


not in the uniform act, omitted clauses, 
or even omitted entire sections. Table 
3 indicates the extent to which this one 
act has been mutilated by some of the 
legislatures. These changes do not in- 
clude obvious errors in the enacted stat- 
ute, or even intentional alterations which 
change only a single word or two, al- 
though such changes may alter the 
meaning of the act more than the omis- 
sion of an entire section.© The diffi- 
culties which the Conference has had to 
face in the state legislatures are obvi- 
ously very great. 

The adoptions of the Negotiable In- 
struments Act have been chosen for de- 
tailed analysis because that act has been 
the only one to be adopted by every 
state and territory, and because it is 
generally considered to be the most 
striking success which the Conference 
has had in promoting uniformity. A 
study of the other acts, however, tells 
much the same story.’ In general, 


TABLE 3—LEGISLATIVE CHANGES IN THE NEGOTIABLE INSTRUMENTS ACT 
IN SELECTED STaTES—1936 











Sections with | Sections with Sections Sections 
State Clauses Clauses Rewritten Omitted 
Added Omitted 

Arizona..... . . 3 2 2 
Georgia... 1 1 2 1 
Illinois... . 2 2 14 2 
Kentucky. 1 4 1 2 
Massachusetts 1 3 1 
North Carolina 3 2 1 
South Dakota. 3 2 8 5 
West Virginia...... 3 2 3 1 
Wisconsin rete 10 2 1 
Total for all others 34 35 46 33 











5 W. Brooke Graves, Uniform State Action, 
p. 52. 

ê See for example the substitution of “en- 
dorsers” for “indorsees” in the Negotiable In- 
struments Law, Sec. 68, as adopted in Ne- 
braska, North Carolina, and West Virginia, or 
the omission of the word “not” in Sec. 141 of 
that act in Arkansas. At least six states have 
corrected errors in the Negotiable Instruments 
Act by subsequently passing amendatory acts. 


T Section 4 of the Uniform Sales Act re- 
quires written contracts, acceptance of goods, 
or payment of earnest money for sales in 
excess of a stipulated amount. This amount 
varies from $2,500 in Ohio to $50 in eight 
states. Iowa even fails to specify any amount. 
The Conference recommended $500 as the 
stipulated amount, but fewer than two-thirds 
of the states adopting this act by 1936 had 
accepted its recommendations. 
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it has been found that the ects which 
have been adopted quickly by a large 
number of states have suffered Jess muti- 
lation than those which have raised con- 
troversial issues. Likewise, it may be 
said that the efforts to bring uniformity 
in the various fields of social legislation 
have met with more legislative resistance 
then have efforts in the field of commer- 
cial law. The only piece of uniform so- 
cial legislation to be adopted by one- 
quarter of the states by 1936 was the 
Uniform Desertion and Non-support 
Act, which had been adopted in nineteen 
jurisdictions. This act was altered by 
every legislature which placed it on the 
statute books, and there is not one of 
its eight sections that is identical in all 
the nineteen states. The seme forces 
which cause some legislatures to reject 
uniform social legislation have forced 
modifications and alterations of it in 
others. The latter result is, of course, 
less unsatisfactory than the former, be- 
cause a uniform act, however modified, 
will produce a considerable body of 
rules which are common to the states 
adopting it. But it is deplorable that 
the legislatures should feel it necessary 
to alter statutes which have been so 
carefully drawn. 

A similar situation exists with respect 
to the amendments which may be made 
to an act once it is adopted. The Con- 
ference has never taken the position 
that the acts which it draws are infal- 
lible and should never be changed. In- 
deed, it has itself drafted and approved 
amendments to four acts ® ard now has 
under consideration a long series of 
amendments to the Uniform Negotiable 
Instruments Act. But the urauthorized 
amendments which have been adopted 


8 Qne of these (the Criminal Extradition 
Act, approved in 1926) has been both amended 
by the Conference in 1932 and revised by it in 
1936. Fifteen jurisdictions adopted the origi- 
nal act, two adopted the 1932 amendments, 
and ten adopted the 1936 revision. 


by the legislatures have far exceeded, 
both in number and in importance, the 
approved amendments which have been 
enacted. By 1936 the Uniform Nego- 
tiable Instruments Act alone had been 
amended in twenty-nine of the fifty- 
three states which had enacted it. 
Changes were made in thirty-two of its 
197 sections. About a third of these 
amendments brought the Jaw more into 
harmony with the uniform act, but the 
great majority were in the direction of 
less uniformity rather than more. The 
amendments to uniform social legisla- 
tion have been even more drastic. By 
1936 three states had repealed the Uni- 
form Desertion and Non-support Act 
and had substituted for it a statute 
drawn along other lines. Thirteen other 
states had passed substantial amend- 
ments to it, and in only two cases were 
the amendments designed to bring the 
law of the state into harmony with the 
uniform act. 


ADVERSE INTERPRETATION 


Adverse legislative action, however, is 
not the only peril which a uniform stat- 
ute must face. Even more dangerous 
may be an adverse interpretation of its 
provisions by the courts. The doctrine 
of stare decisis is so strongly entrenched 
in American legal thinking that it is 
sometimes difficult for the courts to real- 
ize that the legislature, in enacting a 
uniform act, really intended to change 
the ancient rules which had been en- 
forced in that state. The cases where 
the courts have ignored the statute have 
fortunately been few, but the danger of 
diverse interpretation in different states 
is a much more serious one. Under the 
American legal system there is no judi- 
cial body which can harmonize the deci- 
sions of the different state courts on the 
construction of state statutes and en- 
force a common interpretation on them 
all. The United States Supreme Court 
is supreme only as far as Federal law 
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and the Federal courts are concerned; 
on all matters in the domain of state 
law, each state is a law unto itself.° 

The danger from diverse interpreta- 
tions of the law became so great that 
the Conference since 1906 has included 
a clause in each of its approved acts to 
the effect that the courts should inter- 
pret the act to produce uniformity with 
the laws of other states. This has not 
entirely solved the problem, for it still 
happens that courts decide cases to 
which the uniform acts may apply with- 
out citing them,?° or without referring to 
the interpretation which may have been 
given the same statute in a sister state. 
In a few cases, adverse interpretations 
of the acts have led the legislatures to 
enact clarifying amendments. The fault 
is only partially with the judges on the 
bench, however. The lawyers who plead 
before them are so steeped in the prin- 
ciples of the common law that it is diff- 
cult for them to see the implications of 
legislative amendments, especially when 
these are, as are some of the uniform 
acts, based on European statutes. 

The national character of legal in- 
struction has served to reduce this situ- 
ation to some extent. The stronger and 
more progressive law schools give train- 
ing in the principles of the law rather 


9 The difficulties arising from diverse inter- 
pretation of identical statutes has led Grant to 
urge the state adoption of national laws as a 
road to uniformity. “State adoption of na- 
tional laws uniftes the laws of all co-operating 
states, It does this to a greater extent than 
can be accomplished through the National 
Conference of Commissioners; for the National 
Government, unlike the Conference, has a 
supreme court to give definitive meaning to 
its laws. . . . Indeed, in adopting the law of 
the Nation the state would be adopting, not a 
particular statute, but a complete product: 
statute, administrative rulings, and judicial de- 
cisions.” J. A. C. Grant, “The Search for Uni- 
formity of Law,” 32 American Political Sci- 
ence Review (Dec. 1938), 1097. 

10 See for example the amazing situation de- 
scribed in 25 [Hinois Law Review (April 1931), 
964-65. 


than in the rules of any single jurisdic- 
tion. 

This practice has both its light and 
its dark sides, however. It has un- 
doubtedly tended to keep the general 
development of judicial decisions more 
uniform throughout the country, and if 
the tendency continues another genera- 
tion, an American common law may de- 
velop. Indeed, this is being hastened 
by the American Law Institute in its Re- 
statements of the Common Law, a work 
which is for judicial decisions somewhat 
similar to the work that the National 
Conference of Commissioners on Uni- 
form State Laws is doing for statutes. 
It should be observed, on the other hand, 
that since there is so little statutory ma- 
terial which is common to all the states, 
the national law schools tend to ignore 
the study of the statutes. The student 
is much more likely to know the rules of 
the common law with respect to fidu- 
ciaries than he is to know the meaning 
of the provisions of the uniform act:on 
that subject. But this situation is by 
no means hopeless, for as the uniform 
acts grow in number and in popularity, 
they will undoubtedly be more fre- 
quently studied. When this day comes, 
America will have progressed a long way 
toward real uniformity in its legal struc- 
ture. 

The Commissioners on Uniform State 
Laws are fully aware of the difficulties 
which they have encountered. The pro- 
ceedings of their annual conferences of- 
ten contain discussions of these prob- 
lems, and numerous suggestions have 
been put forth to remedy the situation. 
These suggestions range all the way from 
the proposal to confine the work of the 
Conference to statutes which are non- 
controversial or are exclusively in the 
commercial field, to proposals to tie the 
hands of the state legislatures by means 
of interstate treaties and thus to pre- 
vent amendments which will destroy the 
uniformity of the law. None of these 
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proposals, however, has taken hold.“ 
The Conference has steadfastly refused 
to confine its efforts to a singe group of 
laws or to recommend that the legisla- 
tures abdicate their power tc bring the 
statutes into harmony with changing 
conditions. 


PRESSURE FROM FEDERAL GOVERNMENT 


There is real danger that the Confer- 
ence may find its usefulness declining 
unless it develops methods of overcom- 
ing the difficulties which confront it. A 
competing method of securing uniform- 
ity has been gaining in popularity dur- 
ing the past decade, and may push the 
Conference on Uniform State Laws to 
the side lines. The Federal Govern- 
ment has belatedly discovered that it 
has within its own powers the strength 
to induce the states to act in the com- 
mon interest. These powers have been 
used in various ways. Herbert Hoover 
as Secretary of Commerce called several 
National Conferences on Street and 
Highway Safety which were attended by 
representatives of the automotive inter- 
ests, motor-vehicle owners, state and 
municipal officials charged with the en- 
forcement of traffic laws, and Federal 
officials from the Bureau of Public 
Roads. These conferences drafted a 
Uniform Vehicle Code and after care- 
ful deliberation approved it for presenta- 
tian to the state legislatures and munici- 


11 Tn the century and a half—f-om 1789 to 
1939—only 45 interstate compacts have been 
approved by Congress and ratified by two or 
more states, Only 9 of these have been ratified 
by more than 2 states. These 9 all date from 
1922, Most of the compacts involve only ad- 
ministrative problems and do not bind the 
states to uniform statutes. Tke Colorado 
River Compact (1922) ratified by 6 states, the 
Oil Conservation Compact (1935) ratified by 
6 states, and the Interstate Crime Compact 
(1937) ratified by 32 states, are, however, 
close to uniform acts in their effect. None of 
these three has been sponsored by the Na- 
tional Conference. Book of the States, 1939- 
40, pp. 124-27. 


pal councils. This code was thereupon 
considered by the National Conference 
of Commissioners on Uniform State 
Laws, approved by it, and made a part 
of its program. The code has been 
rather widely adopted, although the 
legislatures have so altered parts of it 
that it is difficult to measure its influence 
in quantitative terms. 


TABLE 4—ADOPTIONS oF THE UNIFORM 
VEHICLE CODE 


Jurisdictions 
Jurisdictions Adopting 
Adopting Act with 
Act Act Modifications 
Motor Vehicle Regis- 
tration Act....... 11 3 
Motor Vehicle Anti- 
theft Act.. ...... 10 2 
Motor Vehicle Opera- 
tors’ and Chauffeurs’ 
License Act ...... 14 1 
Act regulating traffic 
on the Highways... 19 18 


Various other Federal bureaus have 
been active in promoting uniform legis- 
lation. The Narcotic Drug Act, which 
was approved by the Conference on 
Uniform State Laws, was drafted by the 
Federal Bureau of Narcotics, which has 
also pressed for its adoption in the 
states. The Department of Labor has 
taken a keen interest in state labor legis- 
lation, and through the collection and 
dissemination of information has exerted 
a steady influence toward uniformity in 
that field. A similar line of activity is 
undertaken by the Federal Office of Ed- 
ucation with respect to educational legis- 
lation. More recently the Federal De- 
partment of Justice has entered the field 
of state legislation. The development of 
criminal activities on an interstate basis 
has virtually forced the Federal Govern- 
ment to give assistance to the states in 
the enforcement of the criminal laws. 
Obviously, this assistance would be more 
effective if the divergencies in the state 
laws were reduced. To this end, the 
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Attorney-General called the National 
Crime Conference in 1934, appointed a 
special officer to develop contacts with 
the states, and fostered state crime con- 
ferences. 

This was followed by the establish- 
ment, through the leadership of the 
Council of State Governments, of the 
Interstate Commission on Crime, in Oc- 
tober 1935. This agency took several 
of the uniform acts drafted by the Con- 
ference on Uniform State Laws, made 
such changes in them as experience had 
shown to be necessary, and, with the 
help of experts from twenty-six of the 
leading Jaw schools, drafted two other 
model acts. These acts were very 
widely adopted during the next three 
years. Thus twenty-nine states have 
adopted the Act for the Fresh Pursuit 
of Criminals across state lines; nineteen 
states have adopted the Extradition Act; 
twenty-seven states have adopted the 
Act for the Rendition of Witnesses 
Across State Lines in criminal proceed- 
ings; and thirty-two have adopted the 
Act for the Supervision of Out of State 
Parolees and Probationers. The last- 
named of these acts is especially signifi- 
cant, because it contains an interstate 
compact binding any state approving it 
to continue its provisions until the com- 
pact is formally renounced by that state. 
Six months’ notice must be given of such 
renunciation, Within a year after it 
had been drafted, nineteen states had 
adopted it, and under its terms 1,691 
parolees were being supervised by a sis- 
ter state of the one granting the parole. 

The success of the co-ordinated effort 
of the Conference on Uniform State 
Laws, the Department of Justice, and 
the Interstate Commission on Crime was 
clearly phenomenal. With the exception 
of the Narcotic Drug Act and the Vet- 
erans’ Guardianship Act, no other of 


12 These changes were subsequently approved 
by the National Conference on Uniform State 
Laws. 
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the uniform acts had ever been adopted 
nearly so rapidly. Each of these excep- 
tions had received Federal support, and 
in addition, the first had been promoted 
by the Interstate Commission on Crime 
and the second by powerful lobbying 
agencies. Indeed, the only other uni- 
form act to be adopted by the states 
with anything approaching the rapidity 
of the Crime Commission Acts was the 
Warehouse Receipts Act. With the help 
of a powerful lobbying organization, this 
great initial success of the Conference 
was approved by seventeen states during 
the first four years after it was drafted. 
It became evident that real uniformity 
in legislation could be secured only by 
the joint work of several agencies. 

In 1938 it seemed as if the National 
Conference on Uniform State Laws rec- 
ognized this necessity, for it joined 
hands with the Council of State Govern- 
ments. The co-operating arrangement 
provided that the Conference was to 
draft the proposed uniform laws, while 
the Council, with its superior legislative 
contacts, was to promote their adoption. 
With insufficient time to test the value 
of this arrangement, the Conference on 
Uniform State Laws terminated its 
agreement the following year, preferring 
to rely solely on such legislative support 
as the American Bar Association could 
give. It remains to be seen whether the 
states will be able by themselves to 
achieve real uniformity in their statutes, 
or whether pressure from the Federal 
Government will be necessary to attain 
the desired goal. 

The National Government has demon- 
strated its ability to induce the states to 
take common action in many fields in 
addition to those of traffic regulation, 
narcotic control, and law enforcement. 
The Federal Deposit Insurance Corpo- 
ration has promoted a substantial de- 
gree of uniformity of state legislation, 
particularly with reference to bank su- 
pervision. Under pressure from the 
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Soil Conservation Service, twenty-two 
states passed acts providing for the crea- 
tion of soil conservation districts. In 
the field of planning, however, an even 
more spectacular success was scored by 
the Federal Government. The National 
Resources Committee, in a short period 
of two years, was able to induce forty- 
six states to establish state planning 
boards—most of them being set up 
by statutory authority. This unprece- 
dented example of uniform state action 
was accomplished by the simple expe- 
dient of offering to the state the assist- 
ance of a technical expert in the field 
cf planning if it would set up a board 
patterned on the Federal model. The 
uniformity thus secured is one in fact 
rather than in form, for the provisions 
cf the state planning acts vary consid- 
erably from state to state. The fear 
that Federal 2id might be withdrawn, 
however, has been sufficient to prevent 
any important deviations in essential 
points.” 


SocIraL SECURITY BDARD 


Perhaps the outstanding example of 
Federal leadership in promoting uniform 
state legislation was the work of the So- 
cial Security Board. This agency, which 
was established by the Social Security 
Act in 1934, had charge of the general 
administration of the Federal program 
for unemployment insurance, This pro- 
gram required the co-operation of the 
states, and thus the enactment of state 
Iaws in conformity with the Federal stat- 
ute. The Board carefully refrained from 
dictating a uniform act which every 
state must enact to receive the benefits 
of the Federal law. Two diferent model 
acts were prepared, either of which ful- 
alled the requirements of the Federal 
taw. Furthermore, the Board was will- 


18 Numerous other illustrations will be found 
in W. Brooke Graves, “Influenze of Congres- 
sional Legislation on Legislation in the States,” 
23 Iowa Law Review (May 1938), 519-38. 


ing to accept modifications in even these 
laws as long as uniformity with respect 
to certain essential features was retained. 
An act as passed by the state legislature 
was reviewed by the Board, and if it 
were found to conform to the Federal 
requirements, employees in that state re- 
ceived the benefits of substantial taxes 
levied under Federal Jaw. 

The Social Security Act carries one 
step farther the method applied several 
years ago in connection with inheritance 
taxation. By giving the taxpayer credit 
on his Federal estate tax for 80 per cent 
of his state inheritance tax, the Federal 
Government induced every state but one 
to adopt this form of taxation. Thus 
one of the very few features of uniform- 
ity which we find in the American taxa- 
tion system was achieved. The Social 
Security Act provides that state taxes 
may be credited on the Federal tax re- 
turn only if the state enacts an unem- 
ployment compensation which is ap- 
proved by the Social Security Board. 
This establishes an administrative con- 
trol over state legislation through which 
essential uniformity can be demanded 
without sacrificing experimentation in 
certain states or the adjustment of laws 
to local conditions. , 

By July 1937, state unemployment 
compensation laws which met the ap- 
proval of the Board had been passed in 
all the states. It had not been found 
necessary, indeed, to reject any act 
passed by a state legislature, since the 
bills were for the most part framed on 
the Federal models, and changes in the 
models were made with the help of the 
representatives of the Board itself. The 
rapidity with which the Federal Govern- 
ment was able to secure uniformity in 
essential points of a highly controversial 
statute like that dealing with unemploy- 
ment compensation is in itself no small 
tribute to the success of this method.1* 


14 Without the impetus of Federal action, it 
is doubtful if the states could have enacted un- 
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Similar success has crowned the work 
of the Social Security Board in the field 
of public-assistance legislation. The So- 
cial Security Act authorizes Federal aid 
for three types of public assistance: (1) 
aid to needy persons of sixty-five years 
or over; (2) aid to needy blind persons; 
and (3) aid to dependent children under 
sixteen who have no parental support. 
By July 1938 three-fourths of the states 
had enacted approved plans for all three 
of these forms of public assistance. All 
but one had passed an approved old-age 
pension act, and acts for the second and 
third types were lacking in only ten 
states. 


INCREASED FEDERAL CONTROL 


It may be that this new method of 
securing similarity in state laws is 
merely a prelude to greater centraliza- 
tion in the Federal Government. In- 
deed, with the states drawing one-fifth 
of their revenues from Uncle Sam, it is 
difficult to see how increased Federal 


employment insurance laws for many years, 
because they would have thereby burdened 
their own industries in competition with those 
of other states. V. O. Key, Jr., Administra- 
tion of Federal Grants to States (Chicago, 
1937), p. 20. 


control can be avoided. Many have 
suggested that the price of a Federal 
bureaucracy is too dear for the uni- 
formity which is secured. This is, how- 
ever, in the final analysis a counsel of 
inaction. It is not standardization of 
legislation that is destroying states’ 
rights, but rather the development of 
American industry and society on a na- 
tional basis. If uniformity is desirable 
in legislation on controversial subjects, 
experience has shown that some induce- 
ment is necessary to impel the states to 
act. The motivating force may be pres- 
sure from selfish private interests or- 
ganized into lobbying groups, or it may 
be benefits which the National Govern- 
ment may confer on the states. Be- 
tween the two, there is an obvious ad- 
vantage in Federal leadership. It is 
infinitely preferable that the uniformity 
be flexible enough to meet the special 
needs of the different states than that a 
dead level of legal mediocrity settle 
down on all of them. The use of a Fed- 
eral administrative agency to furnish 
this flexibility seems admirably suited 
to the twin purposes of securing essen- 
tial similarity in legislation and pre- 
serving the states as experimental lab- 
oratories in government. 
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Interstate Compacts and Administrative Co-operatton 


By Garrano C. Routt 


HIS paper is concerned with the 

operation and effect of some of the 
formal and informal governmental de- 
vices which tend to blur the historical 
pattern of federalism in the United 
States. These devices may be described 
as “short circuits” which have developed 
between the various parts of the Na- 
tion’s federal system. They violate the 
“pure” theory of federalism in that they 
provide contacts between governmental 
units which are theoretically insulated 
from each other. The Constitution it- 
self, while it apparently did not con- 
template the development of administra- 
tive relationships between the states and 
the central government, departed from 
federal theory in giving recognition, un- 
der certain conditions, to agreements 
and joint action by the states. 


THE FEDERAL-STATE ISSUE 


Conflict and controversy over the 
“proper” scope for the application of 
state and national powers have played a 
dramatic part in the political history of 
the United States. The unending tug 
of war between the governmental center 
ard circumference has been one of the 
principal topics of political discussion 
ard debate since the Constitutional Con- 
vention and the Federalist Papers. 
Even the superior strength which forced 
nztional unity after the war between the 
states failed to give a final answer to 
the question. Nor does any final solu- 
tion seem likely to be found. While the 
Nation and its parts continue to develop 
in a changing world, there is little rea- 
son to suppose that the balancing proc- 
ess between state and Federal authority 
will reach a permanent equilibrium. 

It is likely, however, that solutions to 
certain pressing problems of government 
will continue to be sought, in increasing 
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numbers, by formal and informal col- 
laboration between Federal and state 
governments on the one hand, and 
among the states on the other. 

The American system of federalized 
government, at the time it was embodied 
in the Constitution, was a practical and 
necessary compromise between jealous 
and suspicious states which were just 
emerging from colonial vassalage to a 
distant and arbitrary government. No 
political theory dictated that the central 
government be one to which limited 
powers be delegated by the states which 
were members of the federation. Ex- 
perience with the Confederation had 
demonstrated that the central govern- 
ment must be more powerful than any 
of its members, and that, within its au- 
thorized sphere of action, it must be 
independent of state interference. The 
Constitutional Convention faced the task 
of framing a system of government 
which would have as few as possible of 
the undesirable features both of the 
autocratic British tyranny and of the 
chaotic and powerless Confederation. 
The Constitutional framers retained 
much of the general pattern of the Con- 
federation, but greatly strengthened the 
authority of the central government by 
assigning to it certain of the sovereign 
powers of the states. While this 
brought greater unity among the states, 
it offered no final solution to the Fed- 
eral-state issue. However, by making 
the central government at least equal to 
any of its parts, it established an equi- 
librium on the basis of which compro- 
mise was possible. Dr. Jane Perry 
Clark describes the nature of our fed- 
eral system as follows: 


In any federal system, government may 
be said to consist essentially of the art of 
compromise between the interests of the 
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component parts. Two governments are al- 
ways in the picture, and no matter how 
limited their spheres of authority, they can- 
not be combined or prevented from occa- 
sional collisions and duplications. But 
there are advantages in the division of au- 
thority in the federal system in the United 
States. In the expansion of governmental 
services, there is a line beyond which cen- 
tralized administration cannot go without 
falling because of its own weight. A fed- 
eral division of powers, in accordance with 
American tradition, may aid in the avoid- 
ance of a too-highly centralized adminis- 
tration and offer an opportunity for politi- 
cal and economic experimentation withou: 
the necessity for waiting to convert an en- 
tire nation to the hopes and beliefs of a 


particular program.+ 
CLOSER RELATIONSHIPS 


Dr. Clark’s study discusses the social, 
economic, and political forces which 
have brought about closer administrative 
relationships between Federal and state 
agencies. The operation of the same 
forces has brought about an expansion 
of the responsibilities of state govern- 
ments and has increased the necessity 
for co-operation among them for the bet- 
ter performance of old and new services. 

“All over the world,” says George 
Fort Milton, “government is on the 
march from dedication to narrow min- 
isterial duties to the performance of an 
economic function; and no nation, 
whether dictatorship or democracy, is 
exempt ... the whole pattern of govern- 
ment, in a practical if not a constitu- 
tional sense, has been recut.” ? 

The effects of the increased use and 
new applications of governmental de- 
vices for communication and joint action 
between Federal and state governments 


1Jane Perry Clark, The Rise of a New Fed- 
eralism (New York: Columbia University 
Press, 1938), p. 7. 

2 George Fort Milton, “New Services to 
Perform: An Opportunity,” State Govern- 
ment, Sept. 1939, p. 156. 


have been extensively discussed during 
recent years.” Less attention, however, 
has been given to the role of interstate 
co-operation and the effect which it may 
be expected to have on the Federal-state 
equilibrium. 

This discussion is directed at two gen- 
eral problems involved in the develop- 
ment of interstate relationships: first, 
the operation of state administrative co- 
operation and of interstate compacts in 
the developing trend toward general 
governmental collaboration and co-ordi- 
nation; and, second, the effects of inter- 
state communication and joint action on 
the future patterns of federal relation- 
ships in this country. Underlying the 
discussion is the assumption that at the 
present time these devices are necessary 
instruments of governmental action for 
supplementing a relatively inflexible fed- 
eral division of powers which was based 
on the expectations of the eighteenth 
century. A further assumption is that 
a sound evaluation of these instruments 
of government will be based on their 
contributions toward accomplishing the 
purposes of government in general, 
rather than on any effect they may have 
upon expanding or contracting the scope 
of state, as contrasted with Federal, au- 
thority. 

State governments are intrusted with 
the performance of a multitude of odd 
jobs for their populations. Some of 
these tasks are of the utmost importance, 
others are trivial by comparison; but 
very few are without some bearing on 
the activities of the governments of 
other states. Interstate governmental 
relationships have developed because of 
this, and they have been extended and 
have become increasingly important as 
industrial and economic changes have 
made the Nation an economic unit. Be- 
cause this process has involved a high 
degree of skill-specialization and divi- 

3 Jane Perry Clark, op. cit.; V. O. Key, The 
Administration of Federal Grants to States. 
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sion of labor, and because modern in- 
vention has whittled away the barriers 
of time and space which once separated 
states, decisions made in one state are 
important to the citizens of ther states. 
These realities have given rise to prob- 
lems which have broken down the isola- 
tion of state governments, and forced 
communication, co-operation, and com- 
promise among them. 

The states have developed a number 
of methods for solving interstate prob- 
lems and for organizing harmonious 
Interstate action. These have been 
utilized in dealing with many different 
interstate situations, with varying de- 
grees of success. A careful evaluation 
of the effectiveness of the various inter- 
state devices when applied to different 
types of interstate probleras would be 
particularly helpful to state officials 
whose duties involve interstate negotia- 
tions, However, this problem lies out- 
side the scope of the present discussion. 
Among the more important methods for 
dealing with matters which concern two 
or more states are the fallowing: (1) 
uniform state laws; (2) reciprocal or 
contingent state legislation; (3) inter- 
state administrative co-operation; and 
(4) interstate compacts and agreements. 


ADMINISTRATIVE Co-02ERATION 


This discussion is primarily concerned 
with the last two of the above methods. 
Administrative co-operation is the most 
informal of the four, and is the only one 
which can be initiated and carried on 
without legislative authorization. Inter- 
state compacts and agreements, on the 
other hand, are the most formal of the 
types of collaboration mentioned above, 
and they require the approval not only 
of the legislatures of the states involved, 
but also of the Federal Congress. Some 
compacts provide by law for subsequent 
administrative co-operation between the 
signatory states in working out the de- 
tails of the agreement. 


Administrative co-operation is one of 
the important lubricants which make 
possible the simultaneous operation of 
forty-nine semi-independent governmen- 
tal authorities inside the boundaries of 
one nation. Without it, the resulting 
friction would create a great deal of 
heat, and perhaps would damage sensi- 
tive parts of this complex mechanism, if 
not stall it altogether. 

Administrative co-operation between 
officials of two or more states may take 
a variety of forms ranging from informal 
understandings concerning minor prob- 
lems to continuing collaboration in re- 
gard to major social and economic ques- 
tions. Between these extremes the form 
of such agreements varies from informal 
verbal understandings to formal con- 
tracts. The types of interstate admin- 
istrative co-operation may be roughly 
classified under the following headings: 
(1) adoption of uniform rules and regu- 
lations for the interpretation of identical 
or similar legislation; (2) adoption of 
uniform or contingent rules, regulations, 
and procedures to govern interstate deal- 
ings; (3) negotiation or arbitration, 
rather than litigation, of interstate diffi- 
culties; (4) mutual recognition and ac- 
ceptance of findings of fact by state 
agencies in regard to interstate prob- 
lems; (5) exchange of reports, rules, 
regulations, and so forth; and (6) par- 
ticipation in interstate conferences, and 
active membership in associations of 
public officials. 

Uniform state laws can be of little 
value if those charged with their admin- 
istration promulgate rules and regula- 
tions which are radically different or 
are in actual conflict. Such differing in- 
terpretations of identical laws may pose 
academic questions for the philosopher, 
but to those who havé spent half a life- 
time in securing the adoption of uniform 
legislation, it is a practical problem 
which demands a practical solution. 

In recognition of this difficulty the 
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National Conference of Commissioners 
on Uniform State Laws has recently de- 
voted considerable effort to drafting 
uniform administrative rules and regu- 
lations on which to base enforcement of 
certain of the uniform Jaws which the 
Conference has sponsored. As a general 
rule, decisions of state and Federal 
courts have also helped to maintain the 
uniformity intended by legislatures in 
the enactment of such laws. 

Uniform or contingent rules, regula- 
tions, and procedures may contribute to 
the systematic handling of interstate dif- 
ficulties. Once properly established and 
recognized, they may become an effec- 
tive part of the machinery for interstate 
negotiation. When, in this connection, 
custom and tradition have made them a 
part of the regular institutional routine, 
many interstate problems can be solved 
automatically without unusual or extra- 
ordinary negotiation. 

Direct negotiation by state admin- 
istrators for the settlement or arbitra- 
tion of interstate difficulties is usually 
less expensive and more satisfactory 
than litigation. Solutions reached by 
this method may not be permanent, but 
in a rapidly changing world they are 
likely to be more durable than those re- 
sulting from litigation. If the negoti- 
ators reach an agreement, a pattern of 
mutual confidence has been set for deal- 
ing with related problems in the future. 
Legal action, on the other hand, usually 
results in an even wider separation of 
the contesting parties. The latitude of 
administrative discretion which is given 
officials by state laws is an important 
factor limiting their authority to arbi- 
trate certain problems. 

Political considerations may also ex- 
ercise a very real restraint, as the fol- 
lowing example illustrates: A few years 
ago an official of Wisconsin arrived at 
an understanding with officials of a 
neighboring state regarding the registra- 
tion of motor trucks which operated in 


both states. The arrangement appar- 
ently worked satisfactorily until the next 
Wisconsin legislative session, when a | 
resolution censuring the action of the 
official was introduced. The agreement 
was terminated soon afterward. 

The mutual recognition and accep- 
tance by state agencies of findings of 
fact in matters related to interstate prob- 
lems and the exchange of agency re- 
ports, rules, and regulations may help 
to provide a sound basis for intelligent 
interstate dealings. Familiarity with 
the methods and the problems of agen- 
cies in other states, in even the most 
general terms, may be expected to pro- 
mote “full faith and credit” among state 
administrators. This attitude is basic 
to the successful settlement of common 
problems by negotiation. 

In the past and at the present time, 
associations of state officials have made 
and are making important contributions 
to the development of “full faith and 
credit” among state officials who ad- 
minister similar functions of govern- 
ment. The friendships and the appre- 
ciation of common problems which are 


. fostered by the annual conferences of 


such associations have provided the 
basis for many of the present co-opera- 
tive relationships between states. At 
the present time almost every division 
and function of state government is 
represented by an association of admin- 
istrative officers drawn from all states. 
The organization and the programs of 
many of these groups have been ana- 
lyzed and discussed by Professor W. 
Brooke Graves in his volume, Uniform 
State Action.* 

Administrative co-operation, as a de- 
vice for preventing confusion and con- 
flict and for improving the operation of 
certain governmental services, has dem- 
onstrated its value. However, its chief 


4 W. Brooke Graves, Uniform State Action: 
A Possible Substitute for Centralization, Chapel 
Hill: University of North Carolina Press, 1934. 
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virtue—informality—may in some situ- 
ations become a vital defect. Most in- 
terstate administrative agreements and 
understandings have only the moral ob- 
ligation of a “gentlemen’s agreement.” 
Unless authorized by legislative enact- 
ment in the states involved, such agree- 
ments have no legal basis. Without the 
mutual good will among administrators 
which has been emphasized throughout 
this paper, the necessary process of con- 
cession and adjustment between states, 
even in minor details, may become the 
subject of litigation or a political ques- 
tion for legislative decision. 


INTERSTATE COMPATTS 


The Constitution made no provision 
for continuous contact between the gov- 
ernments of the several states. How- 
ever, it did include a provision prohibit- 
ing the states from entering into any 
“Agreement or Compact” “without the 
Consent of Congress.” The essence of 
this negatively worded compact clause 
was borrowed from the Articles of Con- 
federation, which in turn had derived it 
from the practice of American colonies in 
negotiating boundary disputes through 
joint commissions whose settlement re- 
quired the approval of the Crown.” 
Frankfurter and Landis describe the re- 
quirement of Congressional consent for 
compacts as the “republican transforma- 
zion of the needed approval of the 
Crown.” ® 

Interstate compacts are more formal 
and permanent in nature tkan the types 
of co-operative activity which have been 
discussed in preceding paragraphs. 
They have been applied to the more 
important interstate and regional prob- 
lems which lie outside the traditional 
realms of Federal or state powers. His- 


5 Frankfurter and Landis, * The Compact 
Clause of the Constitution—A Study in Inter- 
state Adjustments,” Yale Law Journal, Vol. 
XXXIV, No. 7 (May 1925), pp. 692-93. 

8 Ibid., p. 694, 


tory shows that the first and most fre- 
quent use of compacts has been in the 
settlement of disputes concerning the 
location of interstate boundaries. Since 
the beginning of the present century, 
however, the compact method has been 
used in attempts to solve an increasing 
variety of interstate and regional diff- 
culties, 

Compacts have been utilized in seek- 
ing interstate solutions to problems in 
the following fields of governmental in- 
terest and action: (1) boundary and 
jurisdictional adjustments; (2) regula- 
tion of interstate streams, harbors, and 
water resources; (3) construction and 
maintenance of interstate public works; 
(4) conservation of natural resources; 
(5) interstate tax adjustments; and (6) 
regulation of certain types of activities 
for social or economic reasons. 

As the Nation has become a more 
closely knit economic unit and the states 
have become more interdependent, inter- 
state agreements dealing with problems 
in any of these fields have had increas- 
ingly important social and economic 
repercussions. For example, an agree- 
ment for the abatement of pollution in 
an interstate stream and its tributaries 
may affect the economic interests of 
many individuals and public and private 
organizations. It is likely to interfere 
with the customary disposal of industrial 
wastes in such streams, and to require 
the construction of municipal sewerage- 
treatment plants at public expense. The 
disposal of waste and garbage from boats 
would probably also be regulated. On 
the other hand, the value of the stream 
as a source of water supply and for 
recreational purposes would be greatly 
increased by such an agreement. 

No procedure for the negotiation of 
interstate compacts is set out in the Con- 
stitution or by Federal law. Conse- 
quently, there has been no established 
pattern of action for initiating and car- 
rying on the discussions necessary for 
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arriving at such agreements. Ordi- 
narily, however, the terms of a compact 
are drawn up by representatives of the 
compacting states who have been desig- 
nated to act for their states by legis- 
lative or executive authority. The com- 
pact must then receive the approval of 
the legislatures of the states involved 
and of Congress before it becomes ef- 
fective. 

In the past the negotiation and rati- 
fication of compacts have been slow and 
cumbersome, but there is already evi- 
dence that the activities of such inter- 
state organizations as the Council of 
State Governments are resulting in the 
development of recognized procedures 
and more adequate machinery for the 
initiation and negotiation of interstate 
compacts and other less formal agree- 
ments. The Interstate Commissions on 
the Delaware, Potomac, and Ohio River 
Basins which were developed under the 
sponsorship of the Council have already 
agreed on the terms of interstate anti- 
pollution programs which are now await- 
ing the legislative approval of the states 
involved. The membership of the com- 
missions which drafted these plans was 
drawn largely from the Interstate Co- 
operation Commissions of the states rep- 
resented. These latter commissions are 
the component parts of the Council of 
State Governments and are discussed 
elsewhere in this volume. 


CLASSES OF COMPACTS 


On the basis of the permanence of 
Solutions reached, three general classes 
of compacts may be pointed out. The 
first of these classes includes compacts 
which provide a definition and perma- 
nent settlement of the rights of the com- 
pacting states with respect to the in- 
terstate problem under consideration. 
However, not all interstate problems can 
be solved so simply. In the past, com- 
pacts of this class have been concerned 
largely with boundary disputes, although 


many of those dealing with the exten- 
sion of concurrent jurisdiction also be- 
long with this group. 

Compacts of the second class also at- 
tempt to set forth the rights and duties 
of the compacting states in connection 
with the difficulty in question, but the 
type of problem involved precludes the 
possibility of a permanent settlement. 
Often such solutions are thought to be 
final, until changed conditions demand 
that the terms of the compact be 
changed accordingly. Agreements con- 
cerning problems of this kind offer at 
most a solution which can only be tem- 
porarily satisfactory to the parties con- 
cerned. i 

For example, interstate compacts pro- 
viding for the allocation of the waters 
of interstate streams for irrigation and 
domestic and industrial uses may prove 
too rigid for easy adaptation to the so- 
cial and economic development of com- 
pacting states. Changes in populations 
and increases in the industrialization of 
certain areas within the watershed of an 
interstate stream may create new de- 
mands which were not foreseen by the 
negotiators of the original agreement. 
This criticism may likewise apply to 
compacts dealing with certain interstate 
problems of a social nature. In some 
instances provision has been made for 
periodic revision of the terms of the 
compact with a view to keeping it 
abreast of changing conditions. Such 
amendments as are made to the original 
agreement, however, must again run the 
gauntlet of legislative approval in the 
states, and secure Congressional consent 
in Washington. This process may be 
as slow and difficult as the negotiation 
and ratification of the original compact. 

Interstate compacts of the third class 
have been used to create continuing in- 
terstate jurisdictions or authorities and 
to provide for the establishment of per- 
manent administrative agencies with 
sufficient discretionary power to decide 
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problems incidental to main 2bjectives. 
This type of agreement eliminates the 
necessity for periodic revision by dele- 
gating authority to administrators to 
adapt rules and methods to changing 
conditions. Successful examples of in- 
terstate authorities set up by compact 
are the Port of New York Authority, the 
Palisades Interstate Park Commission, 
and the Interstate Sanitation Commis- 
sion dealing with the waters of New 
York Harbor, the lower Hudson River, 
and the western end of Long Island 
Sound. Now in process of formation 
are several similar interstate agencies 
dealing with other problems. 


DIFFICULTY OF RATIFICATION 


In some instances the compacts cre- 
ating such interstate administrative units 
have narrowly limited the scope of ad- 
ministrative discretion. In such situa- 
tions, major questions of policy must be 
referred back to the legislatures. The 
process of securing the ratification of 
such proposed policies is often not much 
less difficult or tedious than that of se- 
curing the ratification of tbe original 
compact. ' 

A case in point demonstrating the pre- 
carious position of major decisions which 
interstate commissions must vefer back 
to the states for legislative approval is 
that of the sanitation agreement which 
was developed by the Ohio River Valley 
Sanitation Compact Commission and the 
Interstate Commission on the Ohio 
River Basin. This agreemen- was pre- 
sented to the legislatures of Clinois, In- 
diana, New York, Ohio, Pemnsylvania, 
Tennessee, and West Virgiria during 
1939.7 It was approved in all states 
except Pennsylvania. The Pennsyl- 
vania Senate also failed to approve legis- 
lation designed to control pollution in 
the Delaware River by joint state ac- 
tion. 


1 The legislatures of Kentucky end Virginia 
did not meet in regular session in 1939. 


It is alleged that the opposition - 


of certain large industrial interests was 
responsible for the defeat of these pro- 
posals.® 

These examples illustrate one of the 
more important arguments which have 
been advanced against the effectiveness 
of forms of interstate co-operation which 
require legislative approval. The possi- 
bility of securing agreements among 
states on matters of major importance 
is said to be remote, and at best it is a 
method not suited for problems which 
require immediate action by govern- 
ment. The problems which have been 
attacked by the compact method up to 
the present time have not had this criti- 
cal urgency. In most cases compacts 
have been used to correct undesirable 
situations which have been tolerated in 
the past. Neglect of such problems may 
often give them an urgency which is not 
generally recognized. In a crisis situa- 
tion, however, where the emergency is 
apparent, it is likely that the compact 
process would be speeded up in much 
the same manner as the general legis- 
lative process. 

The negotiation of compacts bears 
more than a superficial resemblance to 
the negotiation of international treaties. 
Although state sovereignty is hedged 
about with restrictions which do not 
limit the actions of independent nations, 
the compact method, like the treaty 
method of solving difficulties, is one of 
voluntary participation and agreement. 
Under normal conditions, the terms of 
a treaty may be worked out over a pe- 
riod of months or years. In critical sit- 
uations, treaties may be negotiated and 
ratified almost overnight. The analogy 
may be pursued further. Effective co- 


8 Statement by the Speaker of the Pennsyl- 
vania House, quoted in the Philadelphia In- 
quirer, May 21, 1939. However, the existing 
powers of the Pennsylvania Health Depart- 
ment are so broad that it is expected that the 
state, falling back on its adherence to the 
“ gentlemen’s agreement,” may still be able to 
do her part in these co-operative ventures. 
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operation under both compacts and 
treaties is based on ethical or moral 
sanctions rather than on those of law or 
force. 

It is now well recognized that inter- 
state compacts are not likely to be suc- 
cessful in operation unless they include 
all states which affect, or are affected by. 
the problem under consideration. Any 
such problem which has economic rami- 
fications—as indeed most interstate 
problems have—requires for its solution 
the sincere participation of all interested 
parties. Almost every interstate prob- 
lem which is likely to be the subject of 
future compacts will probably touch the 
economic interest of some minority 
group. It remains to be seen whether 
such groups will continue to oppose the 
social legislation on an interstate or 
regional basis which they were able to 
defeat in individual states a few years 


ago. ' 
CONGRESSIONAL CONSENT 


Only a few discussions of interstate 
compacts have referred more than cas- 
ually to the Federal-state aspects of such 
agreements. Current controversy con- 
cerning the Interstate Oil Compact and 
the New England Flood Control com- 
pacts, however, has centered attention 
on the effect of Federal policies on such 
interstate action. The so-called Con- 
nally “Hot Oil” Act which was passed 
in 1935 has a bearing on the Oil Com- 
pact. This Federal law prohibits the 
movement in interstate commerce of oil 
produced in violation of state laws or 
regulations. Although it applies to all 
states, its most important effect is to 
provide penalties which support the ef- 
fectiveness of the Oil Compact. 

The refusal of Congressional consent, 
on the other hand, has prevented the 
Connecticut and Merrimac flood-control 
compacts from becoming effective. 
There was acrimonious public discussion 
involving “states’ rights” and “national 


THE ANNALS OF THE AMERICAN ACADEMY 


interests” while Congress deliberated on 
this question. Since there can be no 
question concerning the power of Con- 
gress to withhold approval, the only 
question that can be involved is the 
wisdom of the public policy followed by 
Congress. Consideration of this ques- 
tion is not relevant here, but it brings up 
the proposal advanced by Mr. Ernest C. 
Carman that Congressional authority to 
approve or reject compacts be removed 
by Constitutional amendment.® He in- 
sists that the reasons for requiring Con- 
gressional consent have now disap- 
peared. 

While it may be agreed that the orig- 
inal reasons for requiring Congressional 
approval are apparently no longer im- 
portant, it seems to the writer that there 
are even more important reasons which 
may be found in the present situation. 
There is some evidence that Congres- 
sional approval was originally intended 
to protect the supremacy of the central 
government from the threat of political 
alliances among the states. This danger 
seems remote today. However, only a 
static and very narrow conception of 
what constitutes the “national interest” 
would hold that interstate and regional 
problems have no bearing on the wel- 
fare of the Nation as a whole. Without 
the necessity for Congressional consent, 
there would be no opportunity for con- 
sidering such agreements in the light of 
broad public policy. 

Mr. Carman would also place in the 
Constitution an amendment giving the 
Supreme Court original and exclusive 
jurisdiction in controversies arising from 
compacts between the states. In other 
words, he proposes to substitute judicial 
review of compacts for Congressional 
preview. Under such an arrangement 
compacts would be judged on a purely 


9 Ernest C. Carman, “Should the States Be 
Permitted to, Make Compacts Without the 
Consent of Congress?” Cornell Law Quarterly, 
Feb 1938, pp. 280 ff. 
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legalistic basis, and, once agreed to by 
the states involved, would be valid until 
found to be contrary to the Constitution 
or to Federal law by the Supreme Court. 
There would be no consideration of com- 
pacts in terms of national policy or fu- 
ture national welfare. Conflict and con- 
fusion between various sections of the 
Nation would be the inevitable result, 
and the defeat of any co-ordinated pro- 
gram of state conservation on a nation- 
wide basis would be assured. 

The possibility of the adoption of such 
an amendment is too remote for serious 
consideration. The matter is discussed 
here only as an example of an extreme 
position taken by one of those who 
would use the compact as a device for 
interstate action without regard to its 
effects on the citizens of more remote 
areas. 


A SECTIONAL Basis 


Within recent years there has been an 
increasing growth of varicus forms of 
interstate co-operation on a “sectional” 
zather than a “regional” basis. In this 
case the word “sectional” i3 used to de- 
scribe the political and economic unity 
of a geographic region which is based on 
a “united front” of the dominant eco- 
nomic interests of that arza against a 
similar “united front” in another area 
which is in competition either economi- 
cally or politically. Regtoral collabora- 
tion, on the other hand, has meant inter- 
state agreement and action to solve 
problems within the region, and not the 
development of plans of aggression or 
defense against other regions. 

Growing intersectional rivalry and 
competition is evident today. In many 
instances it has been well organized and 
well financed by state governments 
through the very co-operative devices 
that have been the subject of this paper. 
The recent multiplication of interstate 
trade barriers was one evidence of this 
competition and rivalry ketween indi- 


i 


101 


vidual states. Fortunately the states 
themselves, through their Council of 
State Governments, have taken effective 
steps to correct this situation. But now 
the spirit of rivalry, retaliation, and re- 
prisal has infected whole regional areas. 
The migration of industries in search of 
lower labor costs, bitter debate over 
intersectional freight rate differentials 
and their adjustment, and competition 
for tourist patronage are merely the 
more obvious aspects of the struggle. 
These and many other issues are being 


fought out between rival regional organ- 


izations of states. Commercial advertis- 
ing campaigns, tempting offers to mi- 
grating industry, and well-managed 
propaganda and political pressure are 
the weapons of the battle. 

To point out these aberrations of the 
use of co-operative methods in dealing 
with interstate problems is but to em- 
phasize that these methods, like other 
instruments of government, are neither 
good nor evil in themselves. They are 
but means to ends, and their use will 
not guarantee a “good” result. 


APPRAISAL OF THE Compact METHOD 


As a tool of government, the interstate 
compact has been criticized as slow, un- 
certain, and cumbersome both in nego- 
tiation and in operation. This may be 
admitted without denying its value as 
an instrument of government in certain 
situations. The compact device has 
been used in solving problems which lie 
outside the realm of individual state 
control and beyond the scope of Federal 
authority. It has been utilized where 
economic competition between states 
made individual state action impractical 
or politically impossible. The alterna- 
tives would seem to be: no action, or 
Federal action which would require Con- 
stitutional amendment. The process of 
amending the Constitution has usually 
been even slower and more uncertain 
than the negotiation of compacts. 
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As the limits of the effective applica- 
tion of the compact method are more 
clearly marked out, and as a body of 
custom and precedent for the use of 
compacts in dealing with the more mod- 
ern problems of government is accumu- 
lated, the negotiation of such agreements 
- may be expected to proceed with fewer 
unnecessary delays. There can be little 
doubt that the inherent complexity and 
technical difficulties of some of the prob- 
lems which have been attacked by the 
compact method have been responsible 
for many delays in negotiation. Present 
and future research such as that being 
carried on by the National Resources 
Planning Board may be expected to pro- 
vide more readily available answers to 
some of the problems which have held 
up negotiations in the past. 

The interstate compact offers no short 
cut around the delays which are ac- 
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cepted as a necessary part of democratic 
government. Decisions and solutions 
reached by such agreements can have 
no greater claim to validity than the 
products of other democratic delibera- 
tions. The difficulties of this, as of other 
forms of interstate co-operation, are the 
difficulties inherent in democratic gov- 
ernment. The forms of co-operation 
which have been discussed are important 
aids to the effectiveness of democratic 
government. They offer ways and 
means of getting the tasks of govern- 
ment done when other channels are 
blocked or not appropriate. 

The peaceful compromise of con- 
flicting or divergent state interests by 
co-operative action is rarely spectacular. 
Usually it is far from satisfactory to the 
parties involved. But the mutual give- 
and-take of democratic compromise is 
the way of civilization. 
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Work of the Commissions on Interstate Co-operation 


By Husert R. GALLAGHER * 


UBLICISTS and government offi- 

cials, including President Roosevelt, 
have recently expressed their concern 
over the upsurge of sectionalism in the 
country, as manifest in the erection of 
interstate trade barriers and the intensi- 
fication of the propaganda war between 
the South and New England over freight 
rate differentials. There is some hope, 
hewever, that these threats to our na- 
tional unity, as well as other interstate 
conflicts, can be averted through the 
work of the Council of State Govern- 
ments and its Commissions on Interstate 
Co-operation. 

As a result of the effort of these agen- 
cies, the drive to erect additional trade 
barriers in the forty-four legislatures 
meeting in 1939 was stopped in its 
tracks. In addition, the Commissions 
or. Interstate Co-operation continued to 
accomplish much by unifying state laws 
and ironing out conflicts among the 
states in other fields, including water re- 
sources, conservation of fisheries, liquor 
control, conflicting taxation, interstate 
perks, motor vehicle regulation, and 
crime control. . 


GROWTH AND STRUCTURE OF 
COMMISSIONS 


Since the co-operation commission is 
a relatively new device in the field of 
government, it would not be surprising 
if the public generally were aware nei- 
ther of its existence nor of the effective 
work of the commissions and the Coun- 
cil in bringing about “a more perfect 
Union.” The first commission was es- 
tablished in New Jersey in April 1935. 
Since then forty-one states have become 
members of the Council of State Gov- 
ernments by establishing commissions 

1 With the editorial assistance of Virginia 
Sevage Lanahan. ` 


patterned after the model bill drafted by 
the Council. The attention which the 
work has attracted in newspapers, in 
magazines of national circulation, and 
over the radio networks attests to the 
broad public interest in the problems 
attacked by these agencies. 

The commissions, with few exceptions, 
consist of fifteen members, including ten 
legislators and five administrative offi- 
cials. Five of the legislative members 
constitute the senate standing committee 
on interstate co-operation, and five make 
up the house standing committee on 
interstate co-operation. These commit- 
tees are appointed as are other standing 
committees of the legislatures. In most 
cases the speaker appoints the house 
members, the president of the senate ap- 
points the senate members, and the 
governor names the administrative com- 
mittee, usually from the members of his 
cabinet. 

Notable exceptions to this general 
pattern are Kentucky and Kansas, 
which have designated the Legislative 
Council to act as the co-operation com- 
mission; New York, which provides for 
a seventeen-member committee by a 
joint legislative resolution every year; 
and Wisconsin, Delaware, and Maine, 
which have commissions of nine mem- 
bers instead of fifteen. A Joint Com- 
mittee, composed of appointees of the 
Governor and the Attorney-General, 
serves in Texas—the forty-second state 
to establish an agency to co-operate 
with other states. 

The achievements of the commissions 
have generally been in direct proportion 
to the amount of appropriation received 
from their legislatures. Those commis- 
sions which have made a successful rec- 
ord have had sufficient funds to employ 
an executive secretary and, in some 
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cases," a research staff. Outstanding 


among the commissions have been those’ 


of Tilinois, Indiana, Massachusetts, New 
Jersey, New York, Ohio, Pennsylvania, 
and Wisconsin. The chairmen of these 
commissions have been usually able, and 
sincerely interested in solving the diffi- 
cult problems facing their commissions. 
Legislative appropriations to the com- 
missions vary from a high of $30,000 per 
year in New York State to $200 in Ver- 
mont. 

Efforts of the Council of State Gov- 
ernments were first directed to bringing 
about the establishment of commissions 
throughout the country; more recently 
the Council has been interested in see- 
ing that every commission has funds for 
its work. At the end of the legislative 
sessions of 1935 only eight commissions 
existed and but two were supported by 
state appropriations. At the end of the 
regular sessions in 1937 eight states were 
financing these agencies, and in 1939 fif- 
teen states had appropriated a total of 
$96,600 to their commissions. 

The fact that some of the states failed 
to appropriate to their commissions does 
not mean that they failed to function, 
because in many cases the expenses of 
delegates participating in conferences 
were paid out of legislative travel or spe- 
cial contingent funds. The commissions 
also indorsed the legislative programs of 
other commissions and were successful 
in passing legislative proposals drafted 
as a result of the research studies made 
available by the better-financed commis- 
sions. Interstate agreements were also 
successfully promulgated by members of 
commissions whose work was not for- 
mally financed by their legislatures. As 
other states observe the efficiency of 
those commissions which have a perma- 
nent organization, undoubtedly more 
states will make available funds for the 
maintenance of an administrative sec- 
retary, research assistance, and office 
space. 
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Work OF THE COMMISSIONS 


Turning now to the work of these am- 
bassadorial agencies of the states, it is 
not surprising to find that the organized 
commissions have been leaders in these 
states in initiating investigations toward 
solving interstate problems. Frequently 
the commissions call regional confer- 
ences themselves, with the assistance of 
the Council’s staff; and often they re- 
quest the Council to call a conference on 
a specific problem. Massachusetts has 
taken the lead in conferences among the 
New England states, and its co-opera- 
tion commission has been influential in 
activating other commissions in that re- 
gion. The New York Joint Legislative 
Committee on Interstate Co-operation, 
with the assistance of the Council’s New 
York district office, has called a great 
many conferences on subjects ranging 
from conservation of fisheries to bank- 
ing practices and highway safety. The 
New Jersey Commission has initiated 
conferences on labor problems, tran- 
siency, and crime control. The Wis- 
consin Commission requested the Coun- 
cil to arrange a conference of certain 
midwestern states on conflicting taxa- 
tion among those states. The Indiana 
Commission has been particularly active 
in the Midwest, and at its suggestion re- 
gional assemblies have been held on 
interstate trade barriers and on dairy 
problems. More significant, the points 
agreed upon by these groups have been 
adopted by the states in a gratifying 
number of instances. 


Trade barriers 


The National Conference on Inter- 
state Trade Barriers held in Chicago in 
April 1939 by the Council and Com- 
missions on Interstate Co-operation at- 
tracted national attention and inaugu- 
rated a successful campaign to eliminate 
state trade barriers. This meeting was 
held while most of the legislatures were 
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in session and while there was still time 
to take legislative action. As a result 
oi this conference, trade barriers were 
repealed or vetoed in more than twenty 
states and were defeated in committee 
or on the legislative floor in other states. 
In this campaign the co-operation com- 
missions played a key part. 

The New Jersey Commission’s oppo- 
sition to a discriminatory liquor-licens- 
ing measure and a provision for rebating 
50 per cent of the gallonage tax on 
home-distilled applejack resulted in the 
defeat of these measures in the legis- 
lature. The Indiana Commission suc- 
ceeded in bringing about tke repeal of 
the port-of-entry and beer-importation 
provisions of the Indiana Alcoholic Bev- 
erage Control Act. 

California Commissioners defeated a 
bill which would have placed a discrim- 
inatory tax on beer brewec in certain 
states. As a direct result of the con- 
ference, the California Legislature re- 
fused to adopt a number of retaliatory 
measures proposed against products 
manufactured in a number of Eastern 
states. The Missouri Anti-discrimina- 
tory Liquor Act of 1937 wes repealed; 
and Connecticut and Oregon, at opposite 
ends of the land, united in defeating 
discriminatory liquor legislation. 

The strong opposition of the New 
York Joint Legislative Committee on 
Interstate Co-operation killed a bill re- 
quiring that materials to be used in the 
construction of public buildings, which 
were not mined or quarried in New York 
State, must be fabricated and finished 
within the state. In Ohio, a proposal to 
limit the purchase of coal for state in- 
stitutions to that mined in Ohio was 
defeated as a result of the work of the 
co-operation commission. 

Vigorous opposition by the co-opera- 
tion commission of Connecticut defeated 
a bill which provided that a] state con- 
tracts for supplies and public works be 
awarded to resident bidders if their bids 


105 


were not more than 3 per cent ‘higher 
than those of out-of-state bidders. Kan- 
sas likewise defeated three bills which 
would have given preference in public 
purchases of materials, equipment, and 
supplies to resident dealers. Texas fol- 
lowed suit by defeating a bill to grant 
a 10 per cent preference to state bidders 
on public works. 

Oregon and Vermont lawmakers re- 
fused to adopt bills imposing an oleo- 
margarine tax, and Iowa defeated a 
proposed increase of taxes on this prod- 
uct. Duties or inspection fees levied on 
farm products of other states were de- 
feated in Arkansas, California, Florida, 
and Rhode Island. Connecticut and 
New Hampshire defeated measures 
which would have discriminated against 
out-of-state salesmen. 

These are but examples of the type of 
interstate trade barriers which were de- 
feated as a result of the campaign in- 
augurated by the Council of State Gov- 
ernments and Commissions on Interstate 
Co-operation at the National Conference 
in April. These agencies have been 
equally successful in solving the ‘more 
routine conflicts and administrative dis- 
agreements among the states. 


Palisades Park 


Through the efforts of the New York 
and New Jersey co-operation commis- 
sions, an interstate compact was entered 
into by these two states which ended 
the impasse which for thirty years had 
existed with respect to the Palisades In- 
terstate Park. This compact, as finally 
ratified by Congress, co-ordinates the 
activities of two separate state boards 
into a single permanent governmental 
instrumentality similar to the New York 
Port Authority, and overcomes certain 
major and minor difficulties which have 
hindered effective supervision in the 
past. 

A major problem of the Northeastern 
states in their relationship with each 
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other is the conservation of wild life, the 
policing of boundary lines, and particu- 
larly of boundary waters. The co-op- 
eration commissions of these states are 
making an effort to secure uniform regu- 
lations for the taking of wild life, issuing 
of reciprocal licenses, and joint stocking 
and policing of these areas. These stat- 
utes provide for the reciprocal enforce- 
ment of penalties for violations of fish- 
ing laws in boundary waters between 
New York and New Jersey, and New 
York and Pennsylvania, and the control 
of the taking of fish, especially from the 
Hudson River. 


Crime 

Commissions on Interstate Co-opera- 
tion have continued to support the uni- 
form laws drafted by the Interstate 
Commission on Crime. In addition to 
the original four bills, the crime com- 
mission has revised the Uniform Fire- 
arms Act and prepared amendments to 
the Uniform Narcotic Drug Act. The 
former, product of intensive study by 
the Firearms Section of the Commission, 
represents an improvement and clarifi- 
cation of the Uniform Firearms Act 
drafted by the National Conference of 
Commissioners on Uniform State Laws, 
inasmuch as it removes the points ob- 
jected to on the scores of national de- 
fense and sportsmanship. ‘The latter 
act, also drafted by the Commissioners 
on Uniform State Laws, was revised in 
order to curtail the use of marihuana. 
Passage of these bills will be urged dur- 
ing forthcoming legislative sessions. At 
the present time the four original bills 
have been enacted throughout the coun- 
try as follows: fresh pursuit of criminals, 
29 states; extradition, 19 states; out-of- 
state witnesses, 27 states; parolee super- 
vision, 32 states. 


Fisheries 
As a result of commission activity, 
definite progress has been made toward 
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conserving both marine and Great Lakes 
fisheries. Along the eastern seaboard, 
New York and New Jersey by joint 
action have made provisions looking 
toward the restoration of shad and 
sturgeon fisheries in the Delaware and 
Hudson rivers. 

Marine fisheries offer a more difficult 
problem, since the states themselves 
have jurisdiction out three miles into the 
ocean, where the Federal Government 
takes over. Since the fish can not be 
expected to observe either state lines or 
the three-mile limit, both interstate and 
Federal-state co-operation are required 
for a solution. A suggested answer is 
that Congress be requested to give con- 
sent in advance to compacts providing 
for the necessary protection. The com- 
pact would establish the Interstate Ma- 
rine Fisheries Commission charged with 
the duty of recommending and securing 
the enactment of essential state legisla- 
tion, and providing as well for the recip- 
rocal enforcement of legislation by all 
game wardens of the states concerned. 
The consent-in-advance measure, S.J.R. 
No. 139, was approved by Congress 
but was vetoed by President Roose- 
velt. 

After years of fruitless effort to con- 
serve Great Lakes fisheries, the states 
through their co-operation commissions 
requested the President and Congress 
to establish an International Board of 
Inquiry for the purpose of considering 
an international treaty as a means of 
conserving Great Lakes fisheries. The 
states’ interests in carrying on negotia- 
tions would be safeguarded by an ad- 
visory committee composed of represen- 
tatives of the Commissions on Interstate 
Co-operation and the leaders in the in- 
dustry. This board is in the process of 
being established through an exchange 
of diplomatic notes between the United 
States and Canada. The Canadian Gov- 
ernment has notified our State Depart- 
ment that it would join the United 
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States in appointing members of the 
Ynternational Board of Inquiry. 
O# 

Another conservation problem of in- 
terest to the commissions is that of oil. 
Efforts have been made or the part of 
some of the commissions to aid the In- 
terstate Oil Compact in furthering its 
work in the field of oil proration and 
conservation. Recent discoveries in Il- 
linois have elevated that state to the 
rank of one of the principal oil-produc- 
ers. At the request of representatives of 
the Oklahoma Commission on Interstate 
Co-operation, the Illinois Commission 
has taken under consideration the possi- 
bility of urging Illinois to become a 
party to the Interstate Oil Compact. 
This general subject was also considered 
by the Western Conferenc2 on Govern- 
mental Problems which met in San 
Francisco, October 26-28, 1939. 


Highway safety 

The Middle Atlantic and New Eng- 
land states have been particularly active 
in the field of highway sazety. Annual 
conferences on the subject have been 
held for the last four years, and in the 
course of these discussions recommenda- 
tions have been agreed upon in respect 
to compulsory periodic inspection of mo- 
tor vehicles, regulation of the interstate 
transportation and sale of used cars, 
safety education in public schools, 
“hours of service” laws for drivers of 
commercial vehicles, uniform safety 
equipment, enforcement of pedestrian 
regulations, and determination of maxi- 
mum speed limit. The decision of the 
conferees that a reasonably high en- 
forced speed limit is preferable to a more 
conservative but unobserved limitation 
is reflected in changes during the past 
legislative sessions in Georgia, Nebraska, 
Maine, Minnesota, Arkansas, and Mon- 
tana. Further, a number of states 
changed their laws to provide a higher 
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speed limit during daylight than at 
night. A draft of an act requiring the 
reciprocal reporting of motor vehicle 
accident convictions among states has 
also been adopted by many of the states, 


Banking and securities 


In co-operation with the American 
Bankers Association and a Committee 
on Uniform Laws appointed by the Na- 
tional Association of Supervisors of State 
Banks, the Eastern and New England 
states have held three regional confer- 
ences on uniform banking and securities 
practices. These conferences have re- 
sulted in a clarification of the problems 
connected with these subjects, especially 
in regard to the regulation of branch 
banking, the adoption of uniform report 
forms, and the establishment of mini- 
mum standards for chartering require- 
ments, investment policies, loans, and 
bank operations. 


Migration of industry 

The Massachusetts Commission on 
Interstate Co-operation, at the request 
of the General Court, conducted an ex- 
tensive inquiry into the industrial losses 
of that state, the reasons for those losses, 
and the possible remedies. The survey 
indicated that at the present time the 
New England states are more than hold- 
ing their place in industry; and while 
it is to be hoped that cotton textile 
mills will return to the section, tangible 
recommendations were made for keep- 
ing the industries now in New England 
and encouraging those trades peculiarly 
adapted to the region. 


Transients 


Considerable study has indicated that 
the transient, crossing and recrossing 
state lines as he does, creates a problem 
which can be solved only by the help of 
the Federal Government. A grant-in- 
aid program, supplemented by uniform 
settlement laws by the states and admin- 
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istered by the states within a Federal 
framework, would offer the best solution. 
In the meantime, states should make re- 
ciprocal arrangements in respect to tran- 
sients and settlement—as, in February 
1939, New York and Vermont, as a re- 
sult of the work of their co-operation 
commissions, each agreed to care for the 
transients of the other if those persons 
had been in residence one year. Tran- 
sients in residence less than one year 
were to be transported back to the city 
of the state from which they came. 


Marriage regulation 


Co-operation commissions have con- 
tinued to take an active interest in mar- 
riage regulation, provisions for premari- 
tal examination, and marriage evasion 
laws. An act approved by the New 
York co-operation committee providing 
for premarital examination for venereal 
disease has been accepted by the state of 
New York and has served as a model 
for legislation in several other states. 


Pollution and flood control 


The states in the Delaware River Ba- 
sin together set up the Interstate Com- 
mission on the Delaware River Basin, 
which now has a permanent office and 
executive secretary, and is entirely 
financed by the states concerned. The 
states in the Ohio and Potomac Basins 
have likewise set up interstate commis- 
sions which have initiated activities to- 
ward control of pollution and floods in 
those areas. 

The most pressing problem is prob- 
ably that of the Delaware; more persons 
depend upon the Delaware for water, 
and the water is more polluted. The 
fact that the river is used as a means 
of disposal of industrial wastes makes it 
more difficult, since in recent years the 
industries have been unwilling to go to 
the expense of providing proper treat- 
ment for their wastes. The Commission 
has been encouraged by revival of busi- 
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ness to believe that the objections of 
those companies may soon be overcome, 
In the meantime, subcommittees on 
quantity and quality of water are pre- 
paring the way for rapid action at the 
earliest possible moment. 

A compact drawn by the Ohio River 
Valley Water Sanitation Compact Com- 


‘mission, working as a subcommittee of 


the Interstate Commission on the Ohio 
Basin, was adopted by five states in the 
Ohio Valley during the recent legislative 
sessions. Since this is a majority of the 
basin states, the ultimate adoption of the 
compact seems assured. West Virginia’s 
ratification is contingent upon accep- 
tance by Pennsylvania, however, so that 
the compact cannot go into actual opera- 
tion until that state has acted. 

In co-operation with the National Re- 
sources Committee and the United 
States Public Health Service, arrange- 
ments have recently been completed for 
a study of the problems in connection 
with the Potomac Basin. Plans are in 
operation for a field and research staff 
centered in Washington. 


EFFECTIVENESS OF COMMISSIONS 


About two years ago, in an article on 
the development of interstate co-opera- 
tion,® the writer asserted that the test 
of the Commissions on Interstate Co- 
operation would come when they took 
the offensive in those economic fields 
which have too frequently been the 
strongholds of selfish business and in- 
dustrial interests. Recent communiqués 
from this front would indicate that a 
major offensive in behalf of the public 
interest is now under way. So far, the 
co-operation commissions have been 
tested by the campaign to abolish trade 
barriers. Self-interested business lob- 
bies have frequently met defeat as a 
result of the follow-up work of Commis- 

2“The Development of Interstate Govern- 


ment,” National Municipal Review, July 1937, 
pp. 345-51. 
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sicns on Interstate Co-operation since 
the National Conference on Interstate 
Trade Barriers held in Chicago in April 
1939. It appears that there is strength 
in numbers, and where a co-operation 
commission has taken a strong stand 
against trade barriers in our various 
legislative halls, this has led to the re- 
peal of existing and the defeat of threat- 
ened trade-barrier legislation. 

It is true that the co-operation com- 
missions suffer from the inefficiency in- 
herent in the democratic process. Their 
recommendations must stand the test of 
legislative consideration, and there un- 
dergo the attacks of those whose inter- 
ests they would contravene. Few parti- 
sans would contradict the statement that 
American business is a victim of that 
common human failing—a disinclination 
to face a problem which will not be- 
come critical during our own lifetimes. 
- It is understandable that a nan whose 
livelihood depends on fishing is more 
interested in the maintenance of his own 
income than he is in the number of fish 
leit in Lake Erie after his fishing is 
done. Corporation executives whose 
personal lives are more affected by the 
cost of installing filtration plants for 
their waste products than they are by 
the pollution of the Delaware or the 
Onio, can be expected to exert their best 
efforts to maintain the status quo. It is 
the part of the co-operation commissions 
to help to determine the long-term best 
interests of the country, and to endeavor 
to bring about the changes necessary for 
those interests. 

It is to be anticipated that the com- 
missions will not be successful in every 
attempt every time. Indeed, their ex- 
perience has demonstrated that one well- 
financed lobby can exert a pressure more 
potent than a combination of the altru- 
istic best interests of all future genera- 
tions. In the case of trade barriers, due 
credit should be given, of course, to the 
fact that frequently strong lobbies have 
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given support to the efforts of the co- 
operation commissions to defeat this 
type of mercantilism. 

In the case of fishery conservation 
legislation, the added weight of strong 
legislative commissions has proved ef- 
fective in overcoming the objections of 
elements in the fishing industry which 
in the past have bitterly opposed legis- 
lation to conserve our fisheries. This is 
worth public commendation because the 
fishermen’s lobbies have been unusually 
effective, considering their number, in 
blocking regulatory measures. 

Setbacks have been experienced such 
as the blocking of enabling legislation 
providing for three interstate pollution- 
abatement compacts, by a committee of 
the Pennsylvania Senate in the closing 
hours of the session. These compacts 
applied to three interstate rivers—Ohio, 
Delaware, and Potomac. ‘The legisla- 
tures of Illinois, Indiana, New York, 
Ohio, and West Virginia approved the 
Ohio River Compact. Tennessee’s leg- 
islature met and adjourned before the 
drive for ratification began; Kentucky’s 
legislature did not meet in 1939. The 
Delaware River Compact, after receiv- 
ing the approval of New York and New 
Jersey, met the same fate, and a Penn- 
sylvania Senate Committee also stopped 
the Potomac Compact a-borning. 

It is regrettable that Pennsylvania’s 
failure to accept the compacts prevents 
their immediate operation. Representa- 
tives of the co-operation commissions 
are now urging Governor James to add 
pollution-compact enabling legislation to 
his call for a special session if one should 
be called within the next few months. 

In handling trucking problems in the 
Midwest, the commissions have been 
successful in bringing about agreement 
among certain states in that section re- 
garding their motor-vehicle regulatory 
problems. These problems were con- 
sidered by executive session of officials 
and co-operation commissioners under 
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the auspices of the Council of State Gov- 
ernments. By past experience the Coun- 
cil learned that any public sessions on 
this subject degenerated into a furious 
attack and counterattack by the railroad 
and trucking interests, with the public 
official caught between and wildly 
searching for the nearest bomb-proof 
shelter. 


CONCLUSION 


The Commissions on Interstate Co- 
operation are daily demonstrating that 
they can deal with these complicated 
problems of interstate and Federal-state 
relationships in a constructive manner. 
This is shown by the fact that governors 
and legislatures are constantly handing 
these problems to them for solution. 
Previously, expensive interim commis- 
sions were set up to deal with these in- 
terstate affairs in too often a temporary 
way which frequently ended in costly 
litigation, border warfare between states, 
or continued impasse. 
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The advantage of having statesmen 
who are acquainted with the personnel 
of legislatures and officialdom of other 
states and who have mastered the tech- 
niques of interstate diplomacy-——be it 
compact, reciprocity, uniform legisla- 
tion, or a gentlemen’s agreement—is too 
apparent for further comment. The co- 
operation commissions of the Council of 
State Governments have an additional 
major advantage: their unbiased interest 
in the country’s welfare has never been 
questioned. The fact that they are not 
suspected of partisanship has been an 
inestimable help to them; public officials 
approach a discussion of the most con- 
troversial issues with a confidence in the 
Council’s fairmindedness which can lead 
only to a successful solution of the prob- 
lems involved. The commissions stand 
on their record, ready to serve the 
United States, convinced that the future 
is greater than the past, and that the 
Nation’s interests are those of the most 
of its citizens. 
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Federal Use of Administrative Areas 
By James W. FESLER 


EGIONALISM is a term whose 

very vagueness makes its defini- 
tion Jargely a personal matter. Those 
who are regionalists, it seems to me, 
progressively embrace the following 
propositions: 

1. Social phenomena, in almost a lit- 
eral sense, grow out of geographic condi- 
tions—climate, soil, topography, subsoil 
resources. 

2. Many social phenomena coincide 
as to area, thereby creating the homo- 
zeneous region. 

3. Regional institutions, mores, crafts, 
art, and literature should be protected 
against the threats of a monotonous na- 
tional uniformity. 

4. Governmental handling of regional 
phenomena should be at the regional 
level, rather than at a national, state, or 
local level. 

The four propositions as stated, are, 
to my way of thinking, incontrovertible. 
But each, if pushed too far, can become 
an absurd assertion. There is no valid 
geographic version of Calvinistic pre- 
destination. Many social phenomena 
do not coincide as to area. Some re- 
gional customs do violence to national 
standards of justice and should give way 
to the higher national standards. Es- 
tablishment of regional governments 
would so complicate the governmen- 
tal structure that we should soon tire 
of being governed by such a logical 
unit. 

1 This third proposition may mean a nos- 
talgic yearning for return of a region’s golden 
age (as the Southern Agrarians yearn for the 
antebellum South), or it may mean a strong 
belief in a future in which each region will 
contribute something distinctive and worth 
while to the national life. See Howard W. 
Odum, Southern Regions (1936), and Howard 


W. Odum and Harry E. Moore, American 
Regionalism (1938). 


ANALYSIS OF ADMINISTRATIVE AREAS 


Analysis of the administrative areas 
used by the Federal Government can 
contribute to an evaluation of the re- 
gionalists’ position. Some instrumen- 
talities of the Federal Government have 
divided the country into hundreds of 
administrative districts. The National 
Recovery Administration’s Retail Code 
Authority had over 700 local agencies, 
while its Food and Groceries Code Au- 
thority used 110 district agencies and 
over 600 local agencies? The United 
States Employment Service has 750 dis- 
tricts.2 However, such small and nu- 
merous districts are, in the case of most 
agencies, merely subordinate areas of ad- 
ministration. The administrative areas 
next below Washington are character- 
istically formed by the grouping of sev- 
eral states in such a manner that the 
resultant scheme provides for not more 
than seventeen of these major areas. 

The fact that an agency has estab- 
lished a scheme of major administrative 
areas may have little to do with re- 
gionalism. The agency may simply be 
applying public administration’s span- 
of-control principle. The principle was 
well phrased by the Brownlow Commit- 
tee: “The number of immediate sub- 
ordinates with whom an executive can 
deal effectively is limited. Just as the 
hand can cover but a few keys on the 
piano, so there is for management a lim- 
ited span of control.” * Applied to the 
problem of organizing a bureau’s field 
service, this means that the Washington 

2 Leverett S. Lyon, et al., The National Re- 
covery Administration (1935), p 174. 

23 W. Brooke Graves, “The Future of the 
American States,” American Political Science 
Review 30 (Feb. 1936), p. 37. 


4 President’s Committee on Administrative 
Management, Report (1937), p 34. 


111 


112 


official responsible for field operations 
cannot readily supervise more than a 
few areal chiefs. Administrative con- 
venience, therefore, has often been the 
primary motive in establishing a few 
large areas for field administration. 

Although recognition of the regional- 
ity of problems has not been the first 
consideration in creating major admin- 
istrative areas, it has not been com- 
pletely absent. Almost willy-nilly, the 
selection of a city in one state as an 
areal headquarters makes it inevitable 
that its region be made up of adjoining 
states, and this generally means states 
of similar agricultural and industrial in- 
terests, political views, historical tradi- 
tions, and accents of speech. Where one 
region stops and another begins is not at 
all clear; © therefore, almost any group- 
ing of adjacent states is per se a recog- 
nition in some degree of common re- 
gional interests. 

Some Federal agencies have been gen- 
uinely conscious of regional aspects of 
administration. The National Resources 
Committee evidenced such conscious- 
ness in the report, Regional Factors 
in National Planning and Develop- 
ment (1935), as did the Agricultural 
Adjustment Administration in Regional 
Problems in Agricultural Adjustment 
(1935). The Wage and Hour Division 
has recently adopted a sixteen-region 
plan on the basis of a report which said: 


The use of regions in administration can 
be most effective if the areas employed in 
the operation of the program are carefully 
determined with the primary objective of 
combining those groups of people and 
states with similar conditions and needs.® 


5 New England is our best-recognized re- 
gion. But even there, Connecticut is a part of 
New York City’s commuting area, and Maine, 
New Hampshire, and Vermont are in many 
ways distinct from industrial southern New 
England. 

8 Bernard L. Gladieux, “Determination of 
Regional Administrative Areas” (June 9, 1939), 
Part IV of Field Organization of the Wage 
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The committee appointed to prepare 
a system of administrative areas for the 
Social Security Board based its recom- 
mendations on, inter alia, geographical 
grouping, natural trading areas, indus- 
trial and commercial density, and homo- 
geneity of population.” 


BOUNDARIES OF REGIONS 


Although some Federal agencies have 
been concerned over regionality, they 
are not agreed on the boundaries to be 
used for “natural” regions. Of the 106 
regional schemes that were in use by the 
Federal Government in 1935, no two 
were alike. In a way, this is to be ex- 
pected; for, in spite of the regionalists’ 
belief in the coincidence of areas of so- 
cial phenomena, the Cotton Belt, the 
southern coal area, Atlanta’s natural 
trading area, the Tennessee Valley, and 
the area of Charleston’s social mores are 
not the same. This being the case, there 
is no valid reason for expecting a greater 
uniformity among field organization 
schemes for dealing with these and other 
phenomena.® 

Standardization of administrative re- 
gional schemes is occasionally advocated 
by regionalists as a first step toward rec- 
ognizing that the homogeneous region’s 
problems should be handled on an inte- 
grated regional basis by the Federal, 
state, and local governments. The Ten- 
nessee Valley Authority is one experi- 
ment in this direction, and bills have 
been before Congress for a network of 
such regional authorities. But even 





and Hour Division (typewritten ms., 1939), 


p. 2. 

7 Cited in Albert H. Rosenthal, The Use of 
Administrative Areas and Regional Offices by 
the Social Security Board and Other Federal 
Agencies (typewritteh ms., June 1938), pp. 
76-81. 

8 This position is elaborated in James W. 
Fesler, “Standardization of Federal Adminis- 
trative Regions,” Social Forces 15 (Oct. 1936), 
pp. 12-21. 

®E.g., H.R. 7365 and HR. 7863 in 75th 
Cong., 1 Sess. (1937). 
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the Tennessee Valley Authority goes 
outside the Valley to distribute its elec- 
tricity, and thus breaks down the doc- 
trine of regional homogeneity. 

Almost twenty years ago, Paul-Emile 
Cadilhac put vigorously and well the 
case against standardization of admin- 
istrative regions: 


. .. The regionalists . . . have not seen, 
in fact, that there does not exist one homo- 
geneous region but regions—regions which 
dc not agree among themselves, which over- 
lad and get entangled, which, in a word, are 
ccmplex and multiple, as life itself. There 
are in our country [France], for instance, 
some rudiments and traces of iadustrial re- 
gions, of agricultural, tourist, geographic, 
and intellectual regions; but these regions 
do not coincide, they cannot be mingled in 
a single one, and the immerse error of 
[this] administrative regionalism, which is 
extolled, exalted, and proposed as the ideal 
sclution, is exactly to misjudge that which 
exists, to be contrary to life, to wish to 
discipline that which cannot be disciplined.?° 


Although the boundaries chosen for 
Federal administrative areas give little 
aid and comfort to the regionalists, the 
cities chosen as areal headquarters do 
provide a fairly definite pattern. New 
York, Chicago, and San Francisco are 
most frequently chosen by Federal agen- 
ces, and there is considerable agreement 
also, though in diminishing degree, on 
Eoston, Atlanta, New Orleans, the Twin 
Cities, Denver, and other cities. 


SCOPE OF FEDERAL POWERS 


Intergovernmental relations are often 
thought of in the simple terms of nation- 
state-local government, with very little 
attention to the internal features of 
each government which should affect the 
vesting of powers. One stereotype, for 
instance, assumes that the Federal Gov- 
ernment operates entirely at Washing- 

10 Paul-Émile Cadilhac, Les Frojets de Ré- 


gionalisme Administratif (1921), p. 124. 
Translation mine. 
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ton, or at least that its field officials are 
mere myrmidons carrying out the de- 
tailed orders of Washington bureaucrats. 
If this stereotype be in the mind, no in- 
telligent decision can be made as to the 
powers which properly may lodge with 
the Federal Government. 

The vesting of powers in the Federal 
Government is attractive where a na- 
tionally uniform policy or standard is 
desirable. This is debatable ground, of 
course, including as it does such stand- 
ards as those governing child labor, 
maximum hours, and minimum wages. 
Beyond the need for a nationally uni- 
form policy or standard as an argument 
for increasing the Federal jurisdiction 
are such factors as the Federal Govern- 
ment’s excellent administrative person- 
nel, advanced administrative techniques, 
and superior financial resources. If to 
these advantages the Federal Govern- 
ment can add a willingness to decon- 
centrate its administration wherever pos- 
sible—that is, to give field officials large 
discretion to adapt administration to lo- 
cal conditions—the stereotype of a Fed- 
eral centralized bureaucracy may be 
supplanted by a more realistic picture. 

Deconcentration of national admin- 
istration has its disadvantages. The 
multifarious Federal administrative ac- 
tivities cannot be very satisfactorily tied 
together at field centers. The Federal 
Co-ordinating Service failed to accom- 
plish this in the 1920’s, and more re- 
cently the National Emergency Council 
has failed save with the Works Program 
agencies." The result is, however, 
probably less chaotic than would be the 
case if the states were administering 
similar functions. In many states the 
governor lacks control over the nu- 
merous agencies headed by constitu- 


11 James W, Fesler, “Executive Management 
and the Federal Field Service,” in President’s 
Committee on Administrative Management, 
Report with Special Studies (1937), pp. 279- 
87. 
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tional. officers or by commissions pro- 
tected against removal. Federal field 
administration, on the other hand, 
profits from the fact that at Washing- 
ton the President effectively controls the 
agencies with the largest field activities, 
and this central co-ordination of pro- 
grams is reflected in the work of the 
field officials. 

There is as yet no objective method 
of measuring degrees of deconcentration. 
Among the agencies that reserve to 
Washington detailed control of field op- 
erations can generally be included the 
Public Works Administration, the Bu- 
reau of Internal Revenue, the Bureau of 
Narcotics, the Children’s Bureau, and 
the United States Public Health Service. 
But the Bureau of Customs, the Bureau 
of Public Roads, the Forest Service, and 
the Secret Service tend to vest discre- 
tionary powers in their field agents.’? 
The Wage and Hour Division has insti- 
tuted a regional scheme characterized, 
according to Administrator Andrews, by 
“limited decentralization,” + and the So- 
cial Security Board has frequently ex- 
pressed an intention to delegate exten- 
sive authority to its regional directors 
and regional representatives. 


Factors AFFECTING DECONCENTRATION 


Varying considerations determine the 
degree to which a bureau should decon- 
centrate. If the central officials are 
under civil service and the field officials 
are patronage appointees, a concentra- 
tion of power at Washington is desir- 
able.* If the activity is one that is un- 


12 This rough classification is based in part 
on information in Carroll B. Shaw, Adminis- 
trative Control of Field Services in the United 
States Treasury Department (abstract of thesis, 
1933), and in Albert H. Rosenthal, of. cit. 

18 U. S. Department of Labor, Wage and 
Hour Division, Press Release, July 1, 1939. 

14 Shaw observed that this principle was fol- 
lowed in the Bureau of Customs and the Bu- 
reau of Internal Revenue Carroll B. Shaw, 
op. cit., p. 10. 
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usually open to the danger of corruption 
and graft, concentration is again the 
answer."® Extreme deconcentration is 
inadvisable, furthermore, if policies and 
standards must be uniform to the last 
detail throughout the country.** On the 
other hand, if the function is one that 
is affected by local and regional varia- 
tions, a deconcentration of authority is 
desirable.” If the agency’s function is 
principally that of promotion and per- 
sonal contact, deconcentration is essen- 
tia].18 

There is a vital connection between 
deconcentration and the use of admin- 
istrative areas. Deconcentration of a 
bureau’s work can be successful only if 
the field agents have a clear conception 
of their respective duties. In other 
words, a bureau’s field officials must not 
be allowed to tread on one another’s 
toes. The best way to prevent this 
digital disaster is to mark out the areas 
within which each official may move. 
The need for clear demarcation of such 
administrative areas increases in direct 
ratio to the increase of deconcentra- 
tion. 


15 Since public construction is traditionally 
a happy hunting ground for corruptionists, the 
Public Works Administration is highly con- 
centrated. 

16 E.g., the General Counsel for the Wage 
and Hour Division cannot very readily dele- 
gate to the Regional Attorneys the function of 
interpreting the Fair Labor Standards Act and 
regulations issued thereunder. 

17 During the World War the Remount 
Branch of the War Department drew up a 
blueprint for construction of stables, and or- 
dered stables constructed in accordance there- 
with in Oklahoma, Montana, and Virginia. 
Because of the different climatic and topo- 
graphic conditions of these sites, the require- 
ment of uniformity had some unfortunate re- 
sults on the life span of horses and mules 
stabled in the structures. 

18 The Regional Advisors of the War In- 
dustries Board, engaged in promoting co- 
operation of manufacturers and business men 
with the military supply agencies of the Gov- 
ernment, could not be directed from Wash: 
ington in any detailed fashion. 
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SUMMARY 

The Federal Government has tended 
to use regions (usually groups of states) 
as its major administrative areas. This 
tendency has resulted in part from ap- 
plication of the span-of-control principle, 
and in part from recognition of the re- 
gionality of social phenomena. These 
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administrative areas, regional or not, of- 
fer the framework for increased decon- 
centration of administrative authority in 
the Federal Government. Such decon- 
centration constitutes a significant al- 


ternative to bureaucratic, centralized ad- 


ministration at Washington, and as well 
to chaotic, decentralized administration 
by the forty-eight states. 


James W. Fesler, Ph.D., ts associate professor of 
political science at the University of North Carolina, 
Chapel Hill, and consultant to the National Resources 
Planning Board. He has served on the staffs of the 
National Resources Committee and the President’s 
Committee on Administrative Management, and is the 
author of monographs and articles in the fields of 
administrative organization and public personnel. 


Voluntary Regionalism in the Control 


of Water Resources 


By Davw W. ROBINSON 


F A region may be loosely defined as 

any area selected for a purpose, a 
river basin is a natural delimitation for 
use as a conservation area. Such an 
area, one in which the resource problem 
is similar, is for our purposes, the re- 
gion. 

The drainage basin is a natural and 
compact unit; it is a problem area 
bounding a set of physical conditions 
which have always affected social and 
economic possibilities. That it is not an 
optimum region to the geographer, the 
planner, the economist, the sociologist, 
or the political scientist, is true but for 
the present purpose unimportant, since 
we are more interested in the matter of 
organization for regionalism—in the 
types of structural machinery which 
have been developed to evolve a co- 
ordination and co-operation of govern- 
mental and administrative units. 

In this somewhat specialized field of 
conservation, with particular emphasis 
on unified water-resources control, there 
has developed a popular approach to the 
problem of regionalism.1 It may be 
that from the organizations and tech- 
niques which are now being demon- 
strated in scattered sections of the Na- 
tion, among different sets of governmen- 
tal units, in widely varying forms and 
methods of application, there may be 
derived generalizations which may be 
removed from their regional settings and 
recast to fit other regions, for other pur- 
poses. The structure and the method in 
this field should not be restricted, as, 
indeed, they are not restricted but re- 


1 The Regional Approach to the Conserva- 
tion of Natural Resources, Bulletin of the Uni- 
versity of Wisconsin, Serial No. 2341, General 
Series 2125, Sept. 1938 


lated to the much larger field of gen- 
eral regional planning? 


FUNCTIONS 


To evaluate the kinds of organization 
which have been developed to effect uni- 
fied control of interstate rivers, it is im- 
portant to realize that such projects have 
grown steadily in size, in importance, 
and in complexity over the years. Con- 
trol of floods has become more and more 
imperative; domestic water supplies con- 
tinue to demand greater and more de- 
pendable water resources; industries are 
constantly using larger amounts of water 
in manufacturing processes; water pol- 
lution and sanitation problems insist- 
ently press for solution; water power is 
being sought for and developed more 
and more; navigation demands greater 
depth and more uniform conditions; fish 
and other aquatic life are increasingly 
valued commercially and by the sports- 
man; recreational areas are needed and 
must be developed with the increase of 
leisure time and improvements in trans- 
portation. 

How to meet these many and di- 
vergent demands upon an interstate 
stream is, in brief, the problem of uni- 
fied water-resources control, the function 
of regionalism in this field. One thing is 
certain: the protection and enjoyment of 
the natural resources of our major drain- 
age basins cannot be left to the individ- 
ual states and their local communities. 
What were once independent problems 


2 The notable pioneer study, Regional Fac- 
tors in National Planning and Development, 
prepared and published through the National 
Resources Committee, includes a series of in- 
vestigations and analyses particularly pertinent 
to this discussion of voluntary regionalism. 
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now affect such a wide variety of inter- 
ests and communities that complete free- 
dom of action must now give way to 
some type of co-operation. The present 
problem must be weighed against the 


future; specific need against general ad- . 


vantage; the single end against multi- 
purpose development; local benefit 
against regional good. 


TYPES OF ORGANIZATION 


The gradual, halting, varied evolution 
of water-resources control clearly indi- 
cates that some kind of interstate or 
stperstate control is essential. Three 
plans bave been developec, each of 
which has advantages and disadvan- 
tages, special promises, and special dan- 
gers. The first two of these which will 
be briefly indicated, involve a diminu- 
tion of state sovereignty as we have it 
today; the third involves a sharing of 
such sovereignty among the states, and, 
to a very limited extent, between those 
states and the Federal Government. 

The first and simplest of these plans, 
from the administrative standpoint, in- 
volves turning over the administration 
of interstate streams to the Federal Gov- 
ernment. In 1933 the Federal Govern- 
ment first took steps to assume control 
of interstate river systems. In the Ten- 
nessee Valley and in the Pacific North- 
west, at Bonneville and Grand Coulee, 
ample evidence exists that the present 
National Administration views the con- 
trol of interstate streams as a Federal 
function, to be directed by Federal ap- 
pointees, to be paid for by Federal 
iunds. 

Obviously, the stages of development 
through which these experiments have 
passed up to this time typify a new sort 
of planning, a new approach to re- 
gionalism. Just as obviously, and un- 
fortunately, the regionalism concept 
which lies behind these demonstrations 
has been horizoned by the power aspect, 
and there are many who believe that 
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these extensions of Federal contro? have 
brought us no closer to the development 
of administrative and financial proce- 
dures applicable to regional develop- 
ment in general. 

This method of river control, imposed 
on the states from above, has some bene- 
fits and some serious limitations. It is 
not within the range of this paper to 
discuss either.* 

A second plan would place the admin- 
istration of interstate streams under the 
authority of autonomous agencies cre- 
ated by interstate compacts. This ap- 
proach to regionalism would project cer- 
tain state powers upward, or vertically, 
to a new governmental level intrusting 
the administration and control of the 
resources of an interstate drainage basin 
to a superstate authority. Such autono- 
mous administration is not historically 
characteristic of the compact device, 
which has not proved to be an effective 
instrument when the subject matter in- 
volves social and economic, as well as 
physical, planning. The Port of New 
York Authority and the Colorado River 
Compact, as popular examples, have 
been restricted by a lack of adequate 
authority and opportunity for initiative, 
flexibility, and experimentation. 

Such criticism clearly implies, how- 
ever, that when, under the terms of an 
interstate compact, two or more states 
project certain of their powers upward 
so that they focus at some point above 
the state level but below the Federal 
level, the regional organization thus cre- 
ated would not differ essentially from 
the Federal corporation-authority de- 


2 For a discussion of the advantages and 
disadvantages of Federal control and adminis- 
tration of interstate river systems, see Toward 
Unity, a series of addresses presented at the 
Second Regional Conference of the Interstate 
Commission on the Dalaware River Basin, 
Broad Street Station Building, Philadelphia, 
December 1937, with particular reference to 
the remarks of Dr, Arthur E. Morgan, pp. 
18-28. 


118 


vice.» Such a superstructure, through 
which any set of states, with the ap- 
proval of Congress, would agree to trans- 
fer powers of control and administration 
to a joint agency, would become in fact 
a legal and administrative unit possessed 
of corporate powers sufficient to place it 
beyond the bounds of either state or 
Federal domination. 

A third plan of regional organization 
suggests a pooling of the governmental 
and administrative resources of indi- 
vidual states, complemented by the ad- 
vice and counsel of Federal agencies, 
under an informal, purely voluntary, 
functional arrangement. As distin- 
guished from the two types mentioned 
previously, it attempts to project cer- 
tain sovereign state powers laterally at 
the same governmental level, and verti- 
cally to the Federal level. 

Other articles in this volume have 
reviewed recent developments in the 
field of interstate relations. The pattern 
which now affords the states a means for 
co-operating with one another, through 
Commissions on Interstate Co-operation, 
tied together nationally by the Council 
of State Governments, has been de- 
scribed. Using this co-operative ma- 
chinery as a nucleus, interstate commis- 
sions—on the Delaware, Ohio, and Po- 
tomac River Basins—have been estab- 
lished during the past few years to test 
the plan of voluntary regionalism. 


INcODEL: MACHINERY 


In February 1936 the Pennsylvania 
Commission on Interstate Co-operation 
called a regional conference, to meet in 
Philadelphia, on the water-resources 
problems of the Delaware River Basin. 
As a result of that conference it was de- 
cided that from the membership of the 
Commissions on Interstate Co-operation 
in this region, there should be drawn, in 
each state, one Senator, one Representa- 
tive, one administrative official, and one 
member of each state’s Planning Board, 
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who should center their combined en- 
ergies on the problem of conservation, 
development, and control of the natural 
resources of the Delaware River Basin.* 

Under the name of the Interstate 
Commission on the Delaware River Ba- 
sin, shortened and popularized as Inco- 
del, governmental machinery was there- 
by created within the region: 


A. To serve as a fact-co-ordinating body 
and to develop the means and pro- 
cedure by which the general plans 
and policies proposed for the de- 
velopment of the region may be 
carried out; 

B. To sponsor the carrying out of properly 

developed plans which result from 

surveys and research concerning 
population, land and water resources 
and uses, and other related subjects; 
co-ordinate the activities of the 

Commissions on Interstate Co-op- 

eration and their joint agency, the 

Council of State Governments, with 

the work of appropriate state and 

Federal agencies for the prevention 

and abatement of pollution, for 

flood control, and for the proper 
general use and control of the waters 
of the Dalaware River. 

D. To encourage interstate compacts and 
the enactment of uniform state laws 
for the abatement of water pollu- 
tion, for flood control and for the 
proper general use and control of 
the waters of the Delaware River. 

E. To advance, perpetuate, and outline the 
work recommended by its confer- 
ences, and to develop and propose 
new objectives. 


Another section of the Articles of Or- 
ganization reads: “The Commission re- 
quests the co-operation of the Federal 
Government, through its appropriate 
agencies, to the fullest possible extent.” 

The major problems which have been 


C. To 


4 Citations to acts creating Commissions on 
Interstate Co-operation: Delaware, Laws, 
1938, No. 69; New Jersey, Laws, 1936, Chap. 
21; New York, Laws, 1937, Chap. 900; and 
Pennsylvania, Public Laws, 1937, No. 35. 
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dealt with by Incodel up to this time, 
water pollution and water supply, have 
been subjected to study by a host of 
official and private agencies over the 
past fifty years. Countless costly sur- 
veys and studies of these difficclties have 
been made, Numerous plans nave been 
drawn up and discarded or ignored." 
Practically without exception, the con- 
clusions and recommendations of this 
research activity have pointed’ to the 
interstate character of the problems in- 
volved and the need for concurrent or 
reciprocal legislation in each of the four 
states. Because of this constant tend- 
ency of plans to require legislative and 
administrative action, the planners, leg- 
islators, and administrators who com- 
pose the Interstate Commission on the 


Delaware River Basin are in an ad- © 


mirable position to make effective a 
practical program. 

All the activities of the Commission 
are carried on in co-operation with agen- 
cies of the four state governments, with 
Federal bureaus, and with lacal govern- 
ments within the Basin. Through its 
organization on the subcommittee pat- 
tern, the Commission is continuously 
making use of more than a score of Fed- 
eral and state agencies engazed in some 
phase of activity related io water-re- 
sources use and control in tais drainage 
basin. Through the appointment of ad- 
visory members to the Commission, ev- 
ery effort is being made to enlist the 
services of all those within the four-state 
region who are qualified to participate 
in the molding of a joint program for 
the betterment of existing conditions. 

While it is, in fact, a joint govern- 
mental agency of the states of Dela- 

5A summation of official activity in the 
four states on the single problem of water 
supply ıs included in A Chronology of Water 
Supply Problems of New York City, Phila- 
delphia, and Northeastern New Jersey, pre- 
pared by the Interstate Commission on the 


Delaware River Basin, Philadelphia, 1938. 
Mimeo. 
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ware, New Jersey, New York, „and 
Pennsylvania, financed entirely through 
appropriations from these states, the 
Commission neither holds nor seeks ad- 
ministrative powers; it attempts to sup- 
plement, rather than to supplant in any 
way, the work of existing water-re- 
sources agencies. 

The sections which follow illustrate 
some of the planning activities and a 
few of the accomplishments of the Inter- 
state Commission on the Delaware River 
Basin. They are cited here as a record 
of effective co-operation among govern- 
mental units of all levels in this region, 
and might be duplicated in part from 
the record of the Interstate Commissions 
on the Ohio Basin and the Potomac 
Basin. 


INTERSTATE-REGIONAL PLANNING 


The first advisory committee organ- 
ized to assist Incodel in developing a 
broad program of conservation and de- 
velopment of the Basin’s resources was 
composed of the chairmen and directors 
of the State Planning Boards in the area 
involved and the assistant executive of- 
ficer of the newly named National Re- 
sources Planning Board. Co-ordinate 
planning of Federal and state develop- 
ment programs is the objective. 

Three parallel activities have been di- 
rected by this group during the past 
three years: (1) the advancement of 
comprehensive state planning studies 
for each state located in the Basin; (2) 
the compilation, mapping, and tabula- 
tion of pertinent data concerning exist- 
ing conditions and trends in the Basin; 
and (3) the formulation of a program 
of current activities to be carried for- 
ward and stimulated by the Commission 
while longer-range plans are in course of 
preparation. 

Highlighting these planning activities 
during the past year was the prepara- 
tion of a program for the states, coun- 
ties, municipalities, and citizens of the 
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Upper Delaware Valley, looking toward 
the conservation and protection of nat- 
ural resources, toward the protection 
and improvement of recreational facili- 
ties and scenic assets, toward protection 
and improvement of highways, toward 
more adequate and effective planning 
and zoning, and toward promotion and 
education.® 

Field work undertaken by Incodel 
with the direction of its Advisory Com- 
mittee on Planning has sought to trans- 
late those recommendations into action. 
For this purpose a council on intertown 
co-operation has been organized in the 
Upper Delaware Valley, and the logical 
planning process, “from the bottom 
up ...,” is being popularized. 


WATER QUALITY 


An Advisory Committee on the Qual- 
ity of Water in the Delaware River Ba- 
sin is composed of the chief engineers of 
the Health Departments of the states of 
Delaware, New Jersey, New York, and 
Pennsylvania. For the first time, these 
administrative agents, who are the re- 
sponsible officials in each of the state 
governments for the correction and con- 
trol of water pollution, have been meet- 
ing together each month, pooling their 
knowledge and the resources of their 
departments in a unified, concerted at- 
tack on the problem of water pollu- 
tion. ` 

A Reciprocal Agreement for the Cor- 
rection and Control of Pollution in the 
Waters of the Interstate Delaware River 
was drafted by the members of this 
Committee, approved by the Commis- 
sion, and subsequently ratified, formally, 
by each of the four State Departments 
of Health.’ In substance, the states 

® The Interstate Commission on the Dela- 
ware River Basin, The Upper Valley, printed 
pamphlet, Series B, No. 2, 1939. 

7 The Interstate Commission on the Dela- 
ware River Basin, Water Pollution, printed 
pamphlet, Series B, No. 1, 1938; see also, An 
Act to Promote Interstate Co-operation for 
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have jointly agreed to a code of speci- 
fications to be followed by communities 
and industries of the Basin in respect 
to the treatment and disposal of wastes. 

Companion to the above agreement, 
a construction schedule for municipali- 
ties on the interstate stream was devised 
and agreed upon, setting time limits 
within which all needed improvements 
shall have been made. 

The administration of this schedule is 
calling for negotiation and voluntary co- 
operation on the part of municipalities 
within the watershed. This support has 
not been lacking. Through the co-op- 
eration of the neighboring states and 
their local subdivisions has come a co- 
ordinated system of water-pollution con- 
trol developed by the governmental offi- 
cials of the affected states for the benefit 
of the region. 


WATER SUPPLY 


Another advisory committee is con- 
sidering the extremely vital question of 
the quantity of the water in the Dela- 
ware River and its tributaries. Practi- 
cal planning for future water supplies 
for the metropolitan areas of New York 
City, northeastern New Jersey, and the 
Philadelphia region is essential. In the 
three metropolitan centers cited above, 
local sources have become inadequate or 
unsuitable, and new sources of water 
supply for domestic purposes have been 
under consideration for decades. 

This need has not been so acute in 
New Jersey and Pennsylvania as in New 
York City, which in 1929 proceeded 
with plans it had developed to divert 
600 million gallons of water from New 
York tributaries of the Upper Delaware 
River. This action brought on the now 
famed Delaware River Case, in which 
the State of New Jersey sought to enjoin 





the Conservation and Protection of Water Re- 
sources in the Dalaware River Basin, New 
York, Laws, 1939, Chap. 600, and New Jer- 
sey, Laws, 1939, Chap. 146. 
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the State of New York and the City of 
New York from carrying out their plans. 
Pennsylvania entered the case as inter- 
venor to protect its own legal rights. 

Two years and hundreds of thousands 
of dollars were spent by the disputants 
before a decision was reached. The de- 
cree of the United States Supreme Court 
in that case set a new precedent for gov- 
erning interstate streams, based upon 
the principle of equitable allocation of 
interstate waters. New York was per- 
mitted to divert 440 million gallons of 
water a day, providing certain condi- 
tions were met. The decree did not de- 
termine the quantity of water permis- 
sible for future use by the other two 
states, although it stipulated that the 
New York diversion did not constitute 
a prior appropriation or give New York 
any superiority of right over New Jer- 
sey and Pennsylvania in the use of the 
waters: of the Delaware River or its 
tributaries.® 

The water-supply problems of the 
Delaware River Basin were not settled 
by the Supreme Court decision. New 
York City, northeastern New Jersey, 
and the Philadelphia metropolitan area 
still have imminent water-supply prob- 
lems to meet.'° 


8 283 U. S. 336. Other cases which estab- 
lish governing principles of law relating to in- 
terstate waters include: Kansas v. Colorado, 
206 U. S. 46; Wyoming v. Colorado, 259 U. S. 
419; Connecticut v. Massachusetts, 282 U. S. 
660; New York v. Ilinois, 274 U. S. 488; and 
Arizona v. California et al., 283 U. S. 423. 

2 For a full discussion of the law of inter- 
state waters and its application to the Dela- 
ware River Case, see Thaddeus Merriman and 
Frank E. Winsor, with appended discussion, 
Journal of the New England Water Works 
Association, Vol. XLV, No. 3, 1931. 

10 Duane E. Minard, counsel for New Jersey 
in the Delaware River Case, discussed the fu- 
ture of water allocation and developments in 
interstate agreements, in the Journal of the 
American Water Works Association, VoL 29, 
No. 7, 1937. Based upon his knowledge of 
interstate water law and his experience in the 
Delaware River Case, Mr. Minard concludes: 


121 


The Incodel Advisory Committée on 
the Quantity of Water in the Delaware 
River Basin, composed of the chief engi- 
neers of the water policy and control 
agencies of the four state governments, 
has as its foremost task the development 
of an interstate agreement as to the 
rights and responsibilities of the four in- 
terested states in the water resources of 
the basin, particularly for use as domes- 
tic water supplies. 

The Supreme Court has said that the 
Delaware River can be utilized, under 
reasonable restrictions, for the benefit of 
all four states. The drafting of these 
reasonable restrictions is the subject of 
the negotiations now under way by the 
members of the Incodel Advisory Com- 
mittee on Quantity. The Committee is 
not considering an equitable division of 
these waters in the sense of attempting 
to arrive at allocations of fixed quanti- 
ties to each of the states concerned; it 
is attempting to arrive at a formula for 
agreement as to the conditions under 
which any state through its subdivisions 
can take water from this interstate 
stream for water-supply purposes. 

It may not be possible to draft an all- 
inclusive, hard-and-fast rule or formula 
which will cover all possible situations; 
but it should be possible for the mem- 
bers of the Incodel Advisory Committee 
on Quantity, representing the responsible 
water-resources agencies of each of the 
states, to agree upon the general condi- 
tions under which diversions of water 
from the Delaware River Basin may 





“The real question that confronts us is broader 
than strict legal rights. A court is not the 
best place to decide questions of policy, or the 
allocation or distribution of interstate waters. 
Litigation may, or may not, stop a given 
project, but cannot fully solve such problems.” 

11 The Interstate Commission on the Dela- 
ware River Basin, A Survey and Report, on 
the interstate aspects of the proposal to utilize 
waters of the Delaware River as a source of 
metropolitan water supply for the State of 
New Jersey, mimeographed, Series A, No. 32, 
1939, 
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take place, and perhaps provide that 
some continuing co-ordinating control 
should be exercised by an interstate 
body to provide for unforeseen con- 
tingencies and to permit flexibility. 
Such an agreement on the part of the 
representatives of the four states of the 
Delaware River Basin, and such a con- 
tinuing administrative agency, would 
make it possible for the states to be pro- 
tected from blundering into controversy 
because of suspicions or a lack of co- 
ordinating machinery: the neighboring 
sovereignties would be currently in- 
formed of prospective plans of action, 
so that progress could be made as public 
necessity demands without conflict, with- 
out economic loss, and without the tre- 
mendous cost of legal controversy. 


INFORMATION AND RESEARCH 


A fourth major field of operations has 
been under the leadership of an Ad- 
visory Committee on Information and 
Research, composed of representatives 
from leading educational institutions 
within the Basin and a limited number 
of technicians from Federal and state 
agencies. This Committee originated a 
program designed to establish Incodel as 
a clearing house of information and re- 
search on the Basin and its problems. A 
bibliographical classification system cov- 
ering the literature of the Delaware 
River Basin has been scientifically pre- 
pared and installed, and is currently 
maintained.?? 

A summary-analysis of all hydrologic 
research being carried on in the Basin 
has been completed, with the result that 
a program for future research in this 
field and the agencies to which such re- 
search should be intrusted, has been for- 
mulated and is being carried out in co- 
operation with numerous Federal and 


12 The Interstate Commission on the Dela- 
ware River Basin, A Basic Classification for 
Literature Relating to the Delaware River 
Basin, mimeographed, Series A, No. 27, 1938. 
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state agencies with as much dispatch as 
possible. 


CONCLUSIONS 


The four states of the Delaware River 
Basin have agreed to act in unison to- 
ward a common end. This extension of 
state powers has not involved the crea- 
tion of a superimposed governmental 
structure; it has not entailed the addi- 
tion of a new set of governmental off- 
cials; new governmental machinery, 
established by marked increases in legis- 
lation, has not been necessary; no new 
fields of activity have been created. 

The impetus, the groundwork of or- 
ganization, financial and legislative sup- 
port, technical and advisory services— 
every feature of the organization and 
operation of the Interstate Commission 
on the Delaware River Basin has been 
a product of joint action by the states, 
voluntarily working with one another 
and with such agencies of the Federal 
Government as are involved. 

It is obvious that the success or fail- 
ure of this experiment in voluntary re- 
gionalism depends wholly upon effective 
collaboration between and among the 
officials and agencies involved. One of 
the major features of this experiment is 
to confirm the interest, the devotion, and 
the competence of state officials to carry 
forward to a successful conclusion an 
interstate project for the benefit of the 
Basin, the region, and the Nation. 

The weakness of voluntary region- 
alism lies in the weakness of the states’ 
wills. Each of the state governments 
participating in this enterprise acts 
through individuals to whom it gives 
authority. If any state or any author- 
ized representative of a state is not 
willing to bear a share of the Commis- 
sion’s work or to agree in the programs 
which have been co-operatively formu- 
lated, the work of all is to that extent 
crippled. 

The Interstate Commission on the 
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Delaware River Basin has attempted to 
advance this experiment in voluntary re- 
gionalism by taking into account the 
total resources of the area and the man- 
ner in which these resources are asso- 
ciated. As a public agency, dependent 
for continuing existence upon public ac- 
ceptance as represented by appropria- 
tions through the four state legislatures, 


the Commission has purposely limited its, 


activities to a solution of those specific 
and intricate problems of Jand and water 
use and control which are of regional 
importance, which are most urgently 
needed, and which will be immediately 
useful. The organization and its method 
iraply that negotiations which lead to 
the formulation of policy will involve 
compromise on the part of all interested 
parties. But the Commission has held, 
and by reason of some success still be- 
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lieves, that with sound facts upon which 
to base conclusions there should ‘be no 
insuperable difficulty in arriving at de- 
cisions both immediately and prospec- 
tively fair to all concerned. 

Incodel has attempted to secure the 
best judgment available in the states and 
apply it to the problems involved in the 
use and development of the water re- 
sources of the interstate stream involved. 
In no case has that judgment been un- 
duly influenced by political, sectional, or 
scientific prejudices. While there may 
be room for differences of opinion on the 
subject, the co-operating states have felt 
that joint action through their estab- 
lished officers and agencies was more to 
be desired than action by an independ- 
ent superstate agency, whether estab- 
lished by the states themselves or by 
the Federal Government. 


David W. Robinson has been executive secretary of 
the Interstate Commission on the Delaware River Ba- 
sin, Philadelphia, Pennsylvania, since tts organization 
in June 1936. He served as research assistant at the 
Cincinnati Bureau of Governmental Research during 
1933-34, after which he became a staff member of the 
Council of State Governments. 


Interregional Relations 


By Etwyn A. Maucx 


MAJOR phenomenon in the de- 
velopment of the United States 
has been the process whereby thirteen 
struggling colonies have evolved into one 


of the great powers of the modern world.. 


Their struggle for survival required co- 
operation, and co-operation necessitated 
the relinquishment of the right of auton- 
omous decision and action. When their 
first co-operative system of government 
guaranteeing the sovereignty of the con- 
stituent states proved defective, dele- 
gates from most of the units assembled 
once again “for amiable argument,” and 
the result was the proposal and adop- 
tion of a substitute system establishing 
“a more perfect Union.” 

The plan of government envisioned 
` by the Fathers of the Constitution rep- 
resented both.an ideal and a working 
reality. It has endured for a century 
and a half, although not without ten- 
sions that have tested the bond of unity 
- to the breaking point. In addition to 
the cohesive elements of the Union there 
have developed also strong centrifugal 
forces tending to split it into sundry in- 
terest groups. The result of the devel- 
opment of such forces has been conflict, 
usually hortatory but on one occasion 
sanguinary in nature. The fears of the 
framers of the Constitution that the 
large states would align themselves 
against the interests of the small proved 
groundless. The opposing parties be- 
came identified instead with geographic 
areas, and at times the resultant sec- 
tional struggles bade fair to destroy the 
Union. 

Of the scholars who have investigated 
the impact of the areal conflict on the 
course of American development, Pro- 
fessor Frederick Jackson Turner stands 


in the vanguard. By his studies of the | 


American frontier and more particu- 


larly by his collection of papers pub- 
lished in 1932 on the influence of sec- 
tions in America, Professor Turner has 
made a most valuable contribution to 
the proper understanding of the forces 
behind sectional conflict.1 He has stim- 
ulated much discussion in academic cir- 
cles, but of the validity of his major 
thesis there is no longer any doubt. 
Many other scholars have contributed 
to the subject by offering additional data 
or suggesting modifications. In the fu- 
ture, students in history, political sci- 
ence, and many allied fields will find a 
fertile subject of discourse in the sig- 
nificance of differences arising between 
geographic areas. 


SECTIONAL CONFLICTS 


The major sectional conflicts in Amer- 
ican history are revealed quite readily. 
Within a decade of the inauguration of 
the Constitution sectional differences re- 
sulted in the formulation of the Virginia 
and Kentucky Resolutions and, a short 
time later, in the calling of the Hartford 
Convention. The most colorful and 
disastrous conflict was that which cul- 
minated in the Civil War. A cotton 
economy, or rather a cotton culture, 
geographically united, found itself chal- 
lenged by opposing interests, and the 
dilemma was resolved in force and 
bloodshed. The history of tariff legisla- 
tion has been a dramatic story of sec- 
tional conflict. Antagonisms could be 
reconciled only after representatives of 
strategic sections were satisfied that the 
interests of their constituents had been 
duly considered. The sectional question 
has become a subject of major impor- 
tance in Federal grants-in-aid. It was 
a matter that received judicial cogni- 


LF. J. Turner, The Significance of Sections 
in American History, New York, 1932. 
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zance in the maternity-aid cases,? where 
the United States Supreme Court re- 
jected the reasoning of Massachusetts 
counsel that the legislation placed an 
undue burden on one section in order 
to pay grants in another. Since the 
decision, the growth of Federal grants 
for multitudinous purposes has multi- 
plied the evil complained of manyfold. 

The sectional conflict developed again 
in similar form in the agricultural pro- 
gram of the New Deal. Since the large 
consuming population was found in the 
East, the organs of opinion of that re- 
gion became the most vociferous cham- 
pions of the individualistic rights of 
farmers. In 1936 the United States 
Supreme Court declared the first agri- 
cultural act unconstitutional? on the 
grounds that it imposed a burden on one 
group for the benefit of another, or, 
in other words, because it transferred 
wealth from one section to another. 
Further contemporary evidence of sec- 
tional conflict is revealed in the contro- 
versy involving differentials in freight 
rates. It is asserted that the manufac- 
turing interests of the East have secured 
favored treatment. The Interstate Com- 
merce Commission is conducting sec- 
tional hearings at the present time in an 
effort to find a solution to tke difficult 
problems involved. 


PRESERVATION OF UNITY 


It is evident that if the unity of the 
Nation is to endure, areal conflict must 
be replaced either by the complete as- 
cendancy of some regions or by com- 
promise, conciliation, and co-operation. 
That the Nation has survived gives 
proof of the fact that mutual areal con- 
cessions have been made. Co-operation 
as well as conflict does exist among the 
geographic units. The ideal of union as 
expressed by the framers of the Consti- 


2 Massachusetts v Mellon and Frothingham 
v Mellon, 262 U. S. 447 (1923). 
3 United States v. Butler, 297 U. S. 1 (1936). 


125 


tution has been translated into réality. 
While the concept of sectionalism car- 
ries the connotation of conflict, the ex- 
istence of which there can be no doubt, 
there is also abundant proof of the sub- 
ordination of areal interests to those of 
the Nation. To the co-operative area, 
as a reality and as an ideal, there has 
been applied the term “region.” Both 
sectionalism and regionalism continue to 
be realities, but the latter includes the 
ideal of national unity. Such unity is 
preserved only through the recognition 
that national interests are paramount 
and must be preserved through co-op- 
erative effort. 

The superior position of the central 
government to protect the national in- 
terests has not always been conceded, 
but now it is universally recognized as 
essential to the general well-being. The 
interests of sections, states, and local 
communities have been relegated to a 
subordinated place. The terms “local 
self-government” and “states’ rights” 
are still used, but they belong to politi- 
cal institutions founded a century and 
a half ago. Today they are frequently 
shibboleths employed to prevent the re- 
examination and abandonment of insti- 
tutions that have become outmoded. 
Sections, not having clearly defined po- 
litical boundaries, have not invented 
terms for similar purposes, but instead 
they have adopted those already well 
known. The term ‘states’ rights” often 
is found useful, not in protecting the 
interests of a single state but in con- 
fusing the issue in sectional conflicts. 
Local leaders when asserting the rights 
of states are frequently acting merely as 
spokesmen for sectional interests. 


CoNFUSION REGARDING 
REGIONALISM 
The trend toward regionalism op- 
erates not only from the smaller units 
but also from the National Government 
through the process of decentralization. 
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Thert are more than a hundred in- 
stances in which the National Admin- 
istration has divided the country into 
regions for purposes of management.* 
The boundaries as now established by 
the various administrative agencies pre- 
sent a very confusing picture, but po- 
tentially, the greatest degree of “co-op- 
eration among regions could exist under 
this system of subnationalization. Since 
all the units are under the direct control 
of the National Government, co-opera- 
tion enforced fram above would be 
capable of the greatest degree of ef- 
fectiveness. 

The present confusion of the admin- 
istrative agencies of the National Gov- 
ernment is matched by that of the acad- 
emicians. A wide diversity of opinion 
exists among them in regard to the ele- 
ments that should be considered in 
formulating regional boundaries. An 
apparent majority are of the belief that 
the country could be divided into a 
limited number of geographic and cul- 
tural regions and that governmental 
units could in general be established on 
the same basis. Others believe that the 
administrative regions must remain pri- 
marily unifunctional, since the logical 
boundaries for the various activities of 
government necessarily differ. Some 
students of the problem hold that a re- 
gion should be marked by diversity 
rather than uniformity, for in such di- 
versity could be found the greatest de- 
gree of local self-sufficiency. Under 
such a plan the need for close inter- 
regional relations would be minimized 
and the trend would be toward sectional 
distrust and antagonism. However, the 
general conception of the region is that 
of a homogeneous area, uniform in its 
characteristics, and distinguishable from 
others by its cultural and geographic 
features. This type of region accen- 

4J. W. Fesler, “Federal Administrative Re- 
gions,” American Political Science Review, 
Vol. XXX (April 1936), pp. 257-68. 
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tuates interdependence and stimulates 
close co-operation. 


REGIONAL INTERDEPENDENCE 


Some practical aspects of regional 
interdependence and co-operation are 
shown in dramatic fashion by activities 
in the United States Congress. When 
Congress puts the national interest 
ahead of that of any subdivision, it is 
recognizing the existence of such mutual 
dependence. When certain members 
band together to pass “pork barrel” 
legislation, they also are co-operation- 
ists, although entertaining a limited 
point of view. When the legislators 
representing several regions unite in a 
somewhat more permanent union, such 
as the Farm Bloc union of Midwest and 
South of the early 1920’s, they too are 
engaged in interregional co-operation. 

It does not follow that all such con- 
flicts or evidences of co-operation indi- 
cate the existence of purely areal prob- 
lems to be solved solely on the regional 
level. In many cases the change re- 
quired is that of public attitude. Thus, 
the establishment of tariff rates remains 
a national question irrespective of the 
amount of sectional conflict it contains. 
The establishment of railway freight 
rates must have its final authority in 
the National Government, as must such 
questions as Federal grants-in-aid, relief, 
and the agricultural program. The 
functions of regional agencies in these 
matters can go no further than con- 
ducting research and acting in an ad- 
visory capacity. The co-operative fea- 
tures can lie only in the voluntary efforts 
of the respective regions, but true co- 
ordination would remain the function of 
the central government. 


REGIONAL ORGANIZATION 


Interregional co-operation on the sub- 
national level can be found only in the 
activities of the states, for the machin- 
ery of regional administration is too 
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meager and recent to furnish similar ma- 
terial. Much has been accomplished 
and much more is anticipated through 
such instruments as interstate organiza- 
tions, agreements, compacts, and similar 
devices. 

In regional development the initial 
step—that of creating planning boards 
—has been taken in only two instances. 
Such boards are now in existence for 
the New England Region and the Pa- 
cific Northwest. Both regional boards 
are composed of members of the state 
planning boards within the respective 
areas, with a representative of the Na- 
sional Resources Planning Board act- 
ing as chairman in each case. This 
evidence of interstate co-operation may 
be found useful in guiding the forma- 
tion of interregional machinery. Com- 
mittees composed of members of the 
respective boards could be established 
to direct the joint activities of the co- 
operating regions. 

A plan more ambitious and specific 
in its purposes is embodied in the crea- 
tion of the Tennessee Valley Authority. 
It is a tremendous undertaking attempt- 
ing to rehabilitate the population of a 
huge river basin. The governmental 
machinery, although created by Federal 
authority, is fairly autonomous within 
the limits set by statute. Being the 
only regional unit in the area, its prob- 
lems in co-operation have been primarily 
those involved in negotiations with local 
governments and private utilities; but 
its interregional influences will be aug- 
mented greatly if, by example, it stimu- 
lates activity leading to the creation of 
similar projects elsewhere. Such proj- 
ects already have been contemplated for 
the Mississippi River Basin and other 
areas. 

The National Resources Committee, 
in its studies of regionalism in the 
United States, made the tentative sug- 
gestion that the country be divided into 
ten or more regions for all Federal ad- 
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ministrative purposes.§ Central cities 
were to be designated in each of the 
regions, and the boundaries, although 
real, were to remain flexible, thus being 
expansible or contractable as the nature 
of the function warranted. It was rec- 
ognized that boundary lines under this 
arrangement might interweave and over- 
lap and cause confusion, but the Com- 
mittee believed that conflicting juris- 
diction and duplication of work could 
be avoided by careful co-operation of 
the respective regional units. 

Professor W. Y. Elliott of Harvard 
University has outlined reforms con- 
siderably more drastic.© He has sug- 
gested the creation of regional units, to 
be called commonwealths, whose pri- 
mary function would be the execution of 
Federal law. Each commonwealth, 
however, would have its elected execu- 
tive and a single-chambered legislative 
body. Since apparently the common- 
wealth governments would exist to im- 
plement Federal legislation, the co- 
ordinating element would emanate from 
the central government, thus minimizing 
the need for co-operation in the field. 

Professors Odum and Moore have 
suggested the creation of regional and 
subregional planning bodies to supple- 
ment existing national, state, county, 
municipal, and special boards.’ The 
regional board would be composed of 
members of planning bodies within the 
area, several delegates at large, and a 
representative of the national planning 
board. The authors explain that a ma- 
jor function of the regional organization 
would be that of serving as buffer be- 
tween the national and state planning 
bodies. In other words, the regional 
boards would attempt to secure co- 

5 National Resources Committee, Regional 
Factors in National Planning and Develop- 
ment, Washington, 1935. 

8 W, Y. Eliott, The Need for Constitutional 
Reform (New York, 1935), pp. 191-204. 

TH. W. Odum and H. E. Moore, American 
Regionalism (New York, 1938), pp. 272 f. 
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operafion among al 
groups. 


the planning 


Fretps oF CO-OPERATION 


Whatever type of regional organiza- 
tion might be created, there would be 
no dearth of problems for it to solve. 
For some such problems, the ideal solu- 
tion would lie in the co-operative effort 
of regions. Thus, any act on the part 
of man affecting the amount or direction 
of flow of rivers of the United States, 
the amount of sediment they carry, the 
purity of the water, or the navigability 
of the stream has a very direct effect on 
those living in neighboring regions. Ir- 
rigation, municipal water supply, sew- 
age disposal, navigation, and hydro- 
electric power are necessarily subjects 
requiring interregional co-operation. 

Not only in the matter of navigable 
rivers, but also in the utilization of 
products of mine, farm, forest, and fac- 
tory, interregional co-operation should 
be established to secure their most 
equitable distribution. As long as re- 
gions continue to be differentiated by 
the basic commodities they produce, the 
efforts of co-operation would be directed 
at securing the greatest degree of free- 
dom in their interchange. Better trans- 
portation facilities, local processing, and 
a reduction in the number of middlemen 
would be some of the problems to be 
solved co-operatively. A continuation 
and accentuation of regional specializa- 
tion would be encouraged, although not 
to the extent of suppressing valuable 
counter movements. Thus, interregional 
planning would determine how far agri- 
cultural diversification should be stimu- 
lated for the stability it would offer the 
individual farmer, miner, or factory 
hand. Specialization for maximum uti- 
lization as weighed against the security 
of diversification would be a major prob- 
lem confronting the interregional plan- 
ners. 

Not only commodities in the usual 
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sense of the term, but also the commod- 
ity of labor has become an interregional 
problem. When advertisements of 
southern states invite northern capital 
to the region of “reasonable” labor, the 
problem is revealed in one of its more 
vicious forms. Although the potential 
force of human labor should be fully uti- 
lized, to invite its exploitation is a sad 
commentary on the insight and ethical 
standards of the political leaders who 
sponsor such policies. Migratory work- 
ers and itinerant families create prob- 
lems whose ideal solution can be found 
only in the closest co-operation among 
regions. The conditions under which 
this group of people work and live (as 
portrayed in a recent “best seller” 8) is 
a disgrace to modern civilization. If 
migratory workers are found necessary 
to our economic society, the regions 
should co-operate in stimulating an 
orderly flow and in providing the mini- 
mum standards necessary to decency‘ in 
living. The current practice of filling 
the migrant’s gasoline tank to encourage 
him to “move along” on his aimless jour- 
ney solves nothing. While mobility of 
labor within an area would remain a 
problem of the regional government, 
mobility among different areas should 
be solved by interregional co-operation. 
Only in this way can the obligations of 
the region be defined and the needs of 
the migrant satisfied. 

Another field requiring co-operative 
effort is that of protection of migratory 
game. The natural hazards of the semi- 
annual journey between the feeding 
grounds of Saskatchewan and the 
marshes of Louisiana should not be aug- 
mented by indiscriminate slaughter. 
State laws and international treaties 
have been of great value, but since the 
flight of game is interregional, responsi- 
bility for its protection could be logi- 
cally placed on the same basis. 


8 John Steinbeck, The Grapes of Wrath, 
New York, 1939. 
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Other fields of possible cc-operation 
need not be listed, for they are ever 
changing and expanding. As the tech- 
niques of civilization evolve, regional 
interdependence is increased. The de- 
velopment of rapid transportation facili- 
ties promotes trade, and trade encour- 
ages specialization. Specialization means 
dependence. Modern communication 
facilities permit the receiving of infor- 
mation and the placing of orders in dis- 
tant regions on a scale hitherto un- 
known. Regional interdeperdence is a 
reality, and interregional co-operation a 
growing necessity. 


ALTERNATIVE TO CO-OPERATION 


An alternative to interregional co-op- 
eration lies in the continuation of the 
transfer of functions to the National 
Government. Some may deplore while 
others justify the trend, some may re- 
sist and others encourage it, but appar- 
ently nothing will stop the inexorable 
movement. It is the usual practice that 
whenever the state government appears 
inadequate to cope with a problem be- 
cause of its size, the function is trans- 
ferred to the Nation, even though it be 
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primarily regional in nature. + Such 
transference marks a step in overcen- 
tralization. The National Government 
is expected to solve problems in which 
it is not primarly interested. Most ef- 
fective resistance to the movement to- 
ward overcentralization would lie in a 
demonstration of the adequacy of the 
states or regions to cope with the prob- 
lems presented. Such a demonstration 
could be given through the co-operation 
of the units involved. 

The establishment of machinery of 
interregional co-operation would be an 
ideal solution for the evils of sectional- 
ism. Whereas sectionalism is based on 
self-interest, bred often in ignorance and 
distrust, the machinery of interregional 
co-operation would provide for open dis- 
cussion and agreements based on mutual 
understanding and compromises. Only 
through adequate machinery and full 
and free discussion could the various 
functions of government flow to their 
natural or logical levels. The diverse 
nature of regions is a reality, national 
unity is the ideal, and interregional co- 
operation offers the avenue of prog- 
ress. 
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Relation of Federal Regional Authorities to State 
and Local Units 


ANONYMOUS 1 


E HAVE long had a number of 

common levels of government in 
the United States, namely: Federal, 
state, county, town, township, borough, 
city, precinct, and district. A new type 
of district, somewhat intermediate geo- 
graphically between the state and the 
county, has developed more recently. 
These districts (levee, irrigation, water 
conservancy, drainage, mosquito abate- 
ment, soil conservation, and others) are 
organized chiefly for the protection and 
use of land and water resources. Most 
such districts possess taxing power over 
the included lands. 

Now a still newer type, the regional 
level of government, is receiving atten- 
tion, especially for planning and action 
in the conservation and use of natural 
resources. The idea of regional admin- 
istration is not new, having come down 
through the Egyptian and later civiliza- 
tions, as pointed out by Hodge.*? In this 
country, regional agencies would lie be- 
tween Federal and state in scope and 
authority. At present, there actually is 
but one Federal regional authority, the 
Tennessee Valley Authority, with an 
area covering parts of seven states. 

The regional plan of administration 
is commonly employed by numerous 
Federal agencies nationwide in scope, as 
the War and Navy Departments, the 
Farm Credit Administration, the Forest 
Service, and many others. It is the plan 
encouraged by the National Resources 

1 This article is written by a thoroughly 
competent person whose name, by reason of 
his present connections, cannot be disclosed.— 
Tue EDITOR. 

2 Clarence L. Hodge, The Tennessee Valley 
Authority: a National Experiment in Region- 
alism, American University Press, 1938. Bibli- 
ography, pp. 249-63. 


Committee for planning bodies, as the 
Pacific Northwest and New England 
Regional Planning Commissions. It also 
has resulted from interstate compacts, 
such as the seven-state compact cover- 
ing the use of water and power from the 
Colorado River. 


THE TENNESSEE VALLEY AUTHORITY 


The Tennessee Valley Authority, cre- 
ated by the Congress in May 1933, is 
a combination of a Federal executive 
agency and a business corporation. It 
is unique among Federal executive agen- 
cies, not only in being largely regional 
instead of national in scope, but also in 
having multiple and normally unrelated 
functions instead of a single series of 
technically related objectives. 

The T.V.A. is concerned primarily 
with a natural geographic, economic, 
and cultural area, the Tennessee River 
watershed, although certain of its activi- 
ties extend far beyond the boundaries of 
that area. It does not have taxing 
power, but is dependent for funds on 
Federal appropriations and the sale of 
bonds. 

The Authority is required and/or au- 
thorized by the Congress to pursue six 
major and differing objectives: ® naviga- 

8 The Tennessee Valley Authority Act’ Pub- 
lic No. 17, 73rd Cong., H.R. 5081, as amended 
by Public No. 412, 74th Cong, HR. 8632. 
U. S. 74th Congress, pp. 20, 1935. For dis- 
cussion of the Authority, its powers and its 
work, see, in addition to Hodge, op. cit., the 
following publications of the T.V.A.: Annual 
Report, 1934 to date; The Unified Develop- 
ment of the Tennessee River System—a spe- 
cial report to Congress, 1936; To Keep the 
Water in the Rivers and the Soil on the Land: 
The Story of TVA, 1938; Recreational De- 


velopment of the Southern Highlands Region, 
1938. 
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tion promotion, flood control, national 
deiense, electric power production and 
promotion, fertilizer improvement and 
demonstration,’ and soil-erosion and wa- 
ter control. Through Congressional au- 
thorization to the President, by him 
transferred in Executive Order No. 
6161, on June 8, 1933, T.V.A. is em- 
powered to make studies, develop plans, 
and suggest action for the general eco- 
nomic and social betterment of the area. 
Because of the multiple and diverse 
scope of the interdependent objectives, 
they are set forth in detail below, the 
parenthetic numbers referring to the sec- 
tions of the T.V.A. Act as emended in 
1935. 

1. Navigation promotion: To improve 
(1) and promote (4 j, new 9 a, 18) navi- 
gation in the Tennessee River and its 
tributaries by providing a nine-foot 
channel in the river from Knoxville to 
its mouth, and to maintain a water sup- 
ply for the same (1, 4 j, new 9 a), and 
ta acquire or construct navigation proj- 
ects (4 j). 

2. Flood control: To control destruc- 
tive flood waters in the Tennessee and 
Mississippi rivers drainage basins (1, 
4 j, 18) and, in the operation of any 
dam or reservoir in its possession and 
control, to regulate the stream flow pri- 
marily for the purposes of promoting 
navigation and controlling floods (new 
9a). 

3. National defense: To maintain and 
operate the properties in the vicinity of 
Muscle Shoals, Alabama, in the interest 
of the national defense (1); to alter and 


4J. Haden Alldredge, et al, A History of 
Navigation on the Tennessee Rivzr, 75th Cong., 
Ist Sess., House Document No 254, 1937. 
Bibliography and references cited, pp. 152-81. 

5 Carleton R. Ball, A Study of the Work of 
tae Land-Grant Colleges in the Tennessee Val- 
ley Area in Co-operation with the Tennessee 
Valley Authority, under the auspices of the 
Co-ordinating Committee of the United States 
Department of Agriculture, the Valley-States 
Land-Grant Colleges, and the T.V.A., 1939. 
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improve existing plants and facilities 
and to construct new plants (5 f); to 
maintain Nitrate Plant No. 2, or its 
equivalent, in stand-by condition for the 
production of explosives in case of war 
or a national emergency (5 g); to estab- 
lish and operate laboratories and experi- 
mental plants and to undertake ex- 
periments to enable furnishing nitrogen 
products for military purposes (5 h); 
and, on request of the Secretary of War 
or of the Navy, to manufacture for, and 
sell to, the United States, explosives or 
their nitrogenous content (5 j), the 
Government of the United States reserv- 
ing the right, in case of war or national 
emergency, to take possession of all or 
any part of the property described, for 
the purpose of manufacturing explosives 
or for other war purposes (20). 

4, Electric power: To produce, dis- 
tribute, and sell electric power (5 1), 
primarily for the benefit of the people 
of the section as a whole (11), from 
dams erected for navigation and flood- 
control purposes (new 9 a, 13, 18); to 
sell surplus power so produced, above its 
own needs and those of other Federal 
agencies (new 9 a, 10, 12 a), preferen- 
tially to states, counties, municipalities, 
and co-operative organizations of citizens 
or farmers, with specified resele rate 
schedules (10, 11, 12 a), but also to cor- 
porations and partnerships (10), al- 
though sale to industry shall be a sec- 
ondary matter (11), in order to avoid 
the waste of water power and to assist 
in liquidating the cost or aiding in the 
maintenance of Authority projects (new 
9 a), and to build or acquire the struc- 
tures necessary thereto (4 j, 9 a, 10, 
12 a, 17); to deliver without charge, on 
request of the Secretary of War, the 
power necessary to operation of all locks 
and other facilities in aid of navigation 
(5 k); to make studies and experiments 
to promote the wider and better use of 
electric power for agricultural and do- 
mestic use, or for small or local indus- 
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tries -(10); to co-operate with state 
governments or their subdivisions or 
agencies, with educational or research 
institutions, and with co-operatives or 
other organizations, in the application of 
electric power to the fuller and better- 
balanced development of the resources 
of the region (10); to advise and co- 
operate with states, counties, munici- 
palities, and nonprofit organizations in 
acquiring, improving, and operating 
electric-power facilities, and to assist 
them by extending credit (12 a), and 
to issue bonds to provide funds therefor 
(15 a); to pay to the states of Alabama 
and Tennessee 5 per cent of the gross 
proceeds from sale of power generated 
in said states (13). 

5. Fertilizer improvement: To im- 
prove and cheapen the production of 
fertilizer (5 d, 11) and, for this pur- 
pose, to establish and operate labora- 
tories and experimental plants to furnish 
nitrogen and other fertilizer products for 
agricultural purposes in the most eco- 
nomical manner and at the highest 
standard of efficiency (5 h); to co-op- 
erate with national, state, county, and 
local experiment stations and demon- 
stration farms, for the use of new forms 
of fertilizer or fertilizer practices during 
the experimental period of their intro- 
duction (5 c); to distribute fertilizer 
products equitably, by sale or donation, 
through the agency of county demon- 
stration agents, agricultural colleges, or 
otherwise, for experimentation, educa- 
tion, and introduction of the use of such 
products in co-operation with practical 
farmers so as to obtain information as 
to the value, effect, and best methods of 
their use (5 e); and to arrange with 
farmers and farm organizations for 
large-scale, practical use of the new 
forms of fertilizers under conditions per- 
mitting an accurate measure of the eco- 
nomic return they produce (5 b). 

6. Soil erosion: To co-operate with 
national, state, district, or county ex- 
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periment stations or demonstration 
farms, with farmers, landowners, and 
associations of farmers or landowners, 
for promoting the prevention of soil 
erosion by the use of fertilizers and 
otherwise (5 c). 

7. Aid to displaced families: To ad- 
vise and co-operate in the readjustment 
of the population displaced by the con- 
struction of dams, the acquisition of 
reservoir areas, and other operations, 
and may co-operate with Federal, state, 
and local agencies to that end (4 1). 

8. Unified development of the Valley 
area: To promote the agricultural and 
industrial development of the Tennessee 
Valley area, through the operation of 
properties at Muscle Shoals (1). [The 
President is authorized] to make such 
surveys and general plans to aid further 
the proper use, conservation, and devel- 
opment of the natural resources of the 
Tennessee River drainage basin and ad- 
joining related territory, and to provide 
for the general welfare of the citizens, 
as may be useful to the Congress and 
the states, in guiding developments 
through the use of public funds for the 
general purpose of fostering an orderly 
physical, economic, and social develop- 
ment of said areas (22), and to co-op- 
erate with the states affected, their sub- 
divisions or agencies, or co-operative or 
other organizations in making surveys, 
plans, or necessary experiments or dem- 
onstrations (22). 

[The President] shall recommend, as 
the work progresses, legislation for the 
especial purpose of achieving, in the 
Tennessee River drainage basin, (a) 
maximum flood control, (b) maximum 
navigation development, (c) maximum 
power generation consistent with flood 
control and navigation, (d) proper use 
of marginal lands, (e) proper reforesta- 
tion of all suitable lands, and (f) the 
economic and social well-being of the 
people of the basin (23). 

Interdependence of the right objec- 


RELATIONS OF FEDERAL 


tives: The six mandatory objectives are 
highly interdependent, in z physical 
sense. The first five require a controlled 
and dependable flow of watar, neither 
flood-high nor drought-low, throughout 
the year. Only a unified program, un- 
der a single planning and administrative 
agency, can accomplish this. On ero- 
sion control depends not only the pre- 
vention of silting of reservoirs and con- 
sequent injury to the whole program, 
but also the ability to hold back and 
store water in the land where it falls. 
OF the two permissive objectives in eco- 
nomic and social improvement, one is 
specific and the other general. The 
planning and unified development of 
the Valley area is completely dependent 
on the gradual achieving of the six 
mandatory objectives. 


T.V.A. RELATIONS WITH STATE AND 
Locat AGENCIES 


Official relationships between the Ten- 
nessee Valley Authority and various 
units of state, county, district, and mu- 
nicipal governments are numerous and 
varied. Some are governed by informal 
agreements, some by formally signed 
memorandums of understanding, and 
some by detailed legal contracts, de- 
pending chiefly on the activity covered 
The Authority co-operates also with 
about thirty other Federal agencies. 
The T.V.A. is unique in tkat it estab- 
lished extensive co-operative relations, 
both Federal and local, frem the very 
beginning.’ Furthermore, it has devel- 
oped an unusual degree of initiative on 
the part of local units of government and 
also an unusual degree of citizen par- 
ticipation. In its third annual report, 
the Authority has defined its regional 
responsibilities and described its rela- 
tionships with state and local agencies 


8 See The Unified Development of the Ten- 
nessee River System, and The Story of TVA, 
both supra note 3. 

T See Ball, op cit. 
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in language worth quoting: 

Control of the Tennessee River is under 
the authority and direction of the Federal 
Government. Although this repor: deals 
with the progress which the TVA‘ has 
made toward assuring and promoting such 
control, it should be pointed out that the 
development of the Tennessee Basin is the 
work of several agencies. The TVA op- 
erates in fields in which national interests 
are directly involved and in which nothing 
short of national action can be effective. 
The roles of the states, and of cities, coun- 
ties, districts, and voluntary associations 
within the states, are enhanced, not dimin- 
ished, in importance, by this recognition of 
interest and jurisdiction, Co-operation, not 
destructive competition; Federal responsi- 
bility in Federal and interstate matters, 
with local initiative and self-reliance in 
matters of (p. 2) a local nature—these are 
policies by which the development of the 
Valley is being and should continue to be 
guided. 

The planning of the river’s future is in- 
trusted to the TVA The planning of the 
Valley’s future must be the democratic 
labor of many agencies and individuals, and 
final success is as much a matter of gen- 
eral initiative as of general consent. The 
TVA has no power or desire to impose 
from above a comprehensive plan for the 
social and economic life of the Valley ê 


The different mandatory, authorized, 
and permissive objectives of the Author- 
ity have been listed and described.. Now 
the relations developed in achieving each 
objective are presented. This is the 
functional approach. The number of 
agencies, including counties, runs into 
hundreds and the number of agreements 
into thousands. 


1 and 2. In navigation and flood control 


In the purchase of land for reservoir 
and dam sites, in the construction of 
dams, and in the maintenance and op- 
eration of these properties, there ob- 
viously are few official relations ‘except 

8 Annual Report, 1936, pp. 1-2. 
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in recreation and health, discussed 
later. 

When rural villages must be moved; 
State or county highways relocated; 
state, county, or city bridges replaced 
or raised; city levees or flood walls 
modified or sewer outlets and water 
supplies safeguarded; or municipal 
wharfage facilities permitted on Author- 
ity-owned water-front property, the offi- 
cial relations are governed by contracts. 
The Authority provides a structure simi- 
lar to that destroyed or a better type if 
the local unit pays the difference in cost. 


3. In national defense 


No Authority relations with local 
units have developed in national defense. 
The phosphate research discussed below, 
as well as that on nitrogen, however, is 
immediately applicable to national de- 
fense, as is improved health through 
malaria control. 


4. In electric power development 


The Authority relations with munici- 
palities and county or district co-opera- 
tives in sales of electric power are estab- 
lished by detailed contracts. These 
prescribe the wholesale rate and the re- 
tail rates for different customer classes. 
They specify the municipality’s invest- 
ment in its electric system and an amor- 
tization charge to liquidate any indebt- 
edness; that the city shall pay its 
electric-power department, at retail 
rates, for all municipal power used; and 
that the power department shall pay 
from operating revenues into city funds 
an amount equal to the city property 
tax on the plant at value stated and a 
further sum equal to the county and 
state property tax thereon unless such 
taxes are levied by and paid to the state 
and county. 


5. In fertilizer improvement and demon- 
_ stration 


In 1934, a three-way memorandum of 
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agreement was signed by the United 
States Department of Agriculture, the 
seven Valley-States Land-Grant Col- 
leges, and the Authority. It covers com- 
plete co-operation and co-ordination of 
the related agricultural work of these 
agencies and provides for a co-ordinat- 
ing committee of three representatives. 
Under it, the Authority has established 
relations with state agencies in labora- 
tory research, station greenhouse and 
plot experiments, and farm test-demon- 
strations with phosphates, as well as in 
erosion control, forestry, wild-life stud- 
ies, and so forth. 

When station experiments and/or test 
demonstrations are undertaken, a master 
contract is signed with the state college. 
For each project instituted thereunder, 
a project contract is signed. In case the 
Authority contributes any funds, a spe- 
cial budgetary contract specifies the 
financial obligations. 

Phosphate research: Since 1933, re- 
search has continued on chemical and 
physical characteristics of phosphate 
rocks and manufactured phosphates, and 
on the compatibility of phosphatic fer- 
tilizers with limestones and slags, under 
agreement with the Tennessee Agricul- 
tural Experiment Station. 

Station experiments: The Authority 
furnishes its experimental fertilizer ma- 
terials to any state experiment station 
on request. The stations test them in 
greenhouse pots, field plots, and fields 
for possible harmfulness and actual and 
relative values on different crops and 
soils, and submit annual reports of prog- 
ress and results. In 1938, experiments 
were in progress in thirty-seven states 
and Puerto Rico. 

Farm test-demonstrations: Test dem- 
onstrations of the effect and value of 
Authority phosphates are conducted in 
representative counties in nineteen 
states, in co-operation with the agri- 
cultural extension services of the state 
colleges. With aid from county and 
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community committees of farmers, com- 
munity test-demonstration farms are lo- 
cated, the farm operator agreeing to a 
five-year program to conserve soil and 
water, increase fertility, and improve 
farm income. Assistance and supervi- 
sion are given by state, dis-rict, and 
county extension workers. 


6. In erosion control 

Activities such as soil survey, studies 
of water runoff and soil movement, ter- 
racing, adjustment of farm-management 
practices, increased use of soil- and 
water-holding crops, and shifting of row 
crops from steep slopes to more level 
lands, are comprised in the program of 
erosion control, as well as on test-dem- 
onstration farms. 

Soil survey and classification, funda- 
mental to water and erosion control, are 
conducted co-operatively with the state 
colleges, in the Valley counties of six 
states. 

Runoff and eroston studies, co-opera- 
tive with the states, were established on 
Virginia farms in 1936 and on Tennes- 
se2 Station and Substation plots in 1937. 
At the Alabama Station, artificial rain- 
fall is applied to different soils on two 
mechanically tilting plots to any desired 
slope up to 30 per cent. 

Terracing of farm lands is promoted 
by six of the Valley-state colleges and 
associations of farmers, with advisory 
co-operation from the Authority in 
helping associations to lease or purchase 
large power outfits and operate properly 
these and the farmers’ own terracing 
implements. The Alabama Station in 
1335 made co-operaive studies of cost 
records in six states. 

Farm management studies are con- 
ducted on the test-demonstration farms 
mentioned above, with special studies on 
types of livestock farming in Virginia. 

Use of reservoir lands: A protective 
border above high-water mark is pur- 
chased in order to insure protection of 


| | 
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the shore line. The Authority, co-op- 
erates with the state colleges and asso- 
ciations of farmers in growing soil- 
protecting leguminous crops, primarily 
for seed purposes. 


7. In relocation of displaced reservoir 
families 

Two-thirds of nearly nine thousand 
families affected by the end of 1938 had 
already been relocated. The State 
Land-Grant Colleges co-operatively pre- 
pared lists of farms for sale, made ap- 
praisals on request, pointed out mistakes 
to be avoided, accompanied prospective 
purchasers to listed farms, advised on 
farm-management plans and needed 
equipment, and helped relocated families 
to get acquainted with new neighbors 
and organizations. Community com- 
mittees of farmers collaborated. 


8. In unified development of the area 

The activities in planning, experi- 
ment, and field operations under the 
permissive objective of unified develop- 
ment of the area may be allocated to 
nine groups, as follows: agricultural in- 
dustries; archaeological studies; ceramic 
investigations; forestry development; 
health, sanitation, and safety; recrea- 
tional facilities; regional planning stud- 
ies; vocational training of employees; 
and wild-life conservation and use. Co- 
operation with state and local units has 
occurred in all. 

Agricultural industries: Co-operation 
in developing and promoting new or im- 
proved implements and processes has 
included state college experiment sta- 
tions and extension divisions, engineer- 
ing experiment stations (Tennessee), 
State Departments of Vocational Edu- 
cation, and the Georgia School of Tech- 
nology. Equipment has included a 
lespedeza harvester, a seed cleaner, a 
seed scarifier, a low-cost spreader, a 
small-scale plow and seeder, silage-treat- 
ing apparatus, and community electric- 
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refrigeration units. Processing and 
marketing of farm products have in- 
cluded hay drying, tobacco curing, heat- 
ing sweet-potato storage, flax processing 
and spinning, feeding new-process cot- 
tonseed meal; surveys of oil-extracting 
plants and markets for quick-frozen 
fruits, methods and equipment for quick 
freezing, and quality of product. 

Archaeological studies: The flooding 
of reservoir areas covers permanently 
the sites of aboriginal occupancy. An 
archaeological survey was begun in Nor- 
ris Basin in 1924 and has progressed 
successively, using relief labor, to the 
other basins. The Universities of Ten- 
nessee and Alabama received artifacts 
from those states. The Univetsity of 
Kentucky received the skeletal material, 
its anthropologist being released to di- 
rect the survey. The Ceramic Reposi- 
tory of the University of Michigan re- 
ceived potsherds from all sites for study 
and report. The University of New 
Mexico collaborated in comparing speci- 
mens from living Tennessee junipers 
with logs from the prehistoric sites, for 
dendrochronologic purposes. Two stud- 
ies have been published, with special 
chapters by the co-operating institutions. 

Ceramic investigations were made to 
promote industrial development of the 
southern kaolins. The North Carolina 
State Geologist co-operated in tonnage 
estimates. The United States Bureau of 
Mines now operates the laboratory co- 
operatively. 

Forestry development comprises wa- 
tershed protection, water and erosion 
control, better land use, and industrial 
development. Co-operation with state 
college extension foresters in six states 
covers planting of Authority-grown 
seedlings on private farms within the 
watershed. Fire control and prevention 
education by fire districts in the water- 
shed counties are carried on under for- 
mal agreements with State Departments 
of Forestry. 
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Health, sanitation, and safety: The 
Tennessee Valley Authority protects the 
health of its large groups of damsite 
workers and of the surrounding commu- 
nities and prevents malaria from its in- 
creasing reservoirs. General programs 
of health and sanitation and special ma- 
laria surveys and control operations are 
conducted co-operatively with the Public 
Health Service, state, county, and mu- 
nicipal departments of health, and Ten- 
nessee University College of Medicine. 
The Authority co-operates also with 
county sheriffs in state-law enforcement 
at T.V.A. camps, where its safety officers 
are made county deputies. 

Recreational facilities are promoted 
on T.V.A. land and water areas, and a 
scenic and recreational survey of the 
area was made, both in co-operation with 
the National Park Service. T.V.A. co- 
operated with the Tennessee State Plan- 
ning Commission in a study of Tennes- 
see parks and recreational areas and in 
drafting conservation legislation, and 
with the State Department of Conserva- 
tion in providing land for and planning 
a state park. State Highway Depart- 
ments co-operate in surveys of highway 
planning for recreational traffic. 

Regional planning studies include 
many of the activities discussed herein, 
especially navigation, flood control, 
power development, fertilizer demon- 
stration, erosion control, soil survey, 
forestry, recreation, and wild-life de- 
velopment. Topographic mapping is 
basic, and the T.V.A. exchanges map- 
ping data with State Highway Depart- 
ments and co-operates with them and 
county Highway Departments in high- 
way relocation and traffic surveys. It 
co-operated with the Alabama State 
Planning Commission in map construc- 
tion and in plans for Guntersville, and 
assisted the Hamilton County Regional 
Planning Commission in county land 
classification and flood .protection for 
Chattanooga. 
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Vocattonal training of employees: In 
its educational activities the T.V.A. co- 
operates with the Valley-States Depart- 
ments of Education. In training of 
construction and office employees, con- 
tracts are made with county Boards of 
Education. At Knoxville, the Univer- 
sity of Tennessee co-operates. In agri- 
cultural training of reservoir-clearance 
employees, state college extersion divi- 
sions and county teachers of vocational 
agriculture work with both adults and 
youth in discussion groups and farm and 
home demonstrations. There is co-op- 
eration with county Boards of Education 
also in providing school facilities for 
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children of damsite workers, in surveys 
of needs after construction completion 
and reservoir flooding, in high school fa- 
cilities, and in evacuation of reservoir- 
area school buildings. 

Wild-life conservation and use: In de- 
veloping natural and recreational re- 
sources, the Authority co-operates with 
Federal and local agencies in establish- 
ing suitable areas for fish and game. It 
has agreements with the Alabama and 
Tennessee State Departments of Con- 
servation for development of fish, game, 
and fur resources, including two fish 
hatcheries, on T.V.A. areas in those 
states. 


Political Regionalism and Administrative Regionalism 


By Doxatp Davmson 


O THE general reader anxious to 

gather comfort from the studies of 
experts, nothing is more encouraging 
than the present disposition of political 
science to lift the anathema from discus- 
sions of regionalism, for the social scien- 
tist who is willing to talk about regional- 
ism is, by that act, willing to speak 
American, as the followers of Marx and 
other European guides seemingly are 
not; and by implication, he is also will- 
ing to admit that more than one kind 
of American can be spoken. Such a 
comfort is worth having in a time when 
the general reader has been all but over- 
whelmed by popular advocates who think 
and write in a different context and can 
see but one design wherever they look. 
It is a little discouraging, perhaps, to 
find that “regionalism” is excluded from 
the compendious index of the Beards’ 
America in Midpassage, which includes 
everything else under the sun. But the 
great studies of the National Resources 
Committee, which emphatically do make 
a place for regionalism, and the special 
or general studies of other agencies and 
individuals more than balance the ac- 
count. 

Among social scientists, certainly, the 
discussion of regionalism has proceeded 
far enough to distinguish some general 
agreement on the following fundamen- 
tals: (1) the existence in the United 
States of marked regional differentia- 
tions which arise from various causes, 
some old, some new; (2) the existence 
of large-scale social and economic prob- 
lems, differing in kind and degree, which 
have a regional outline; (3) the inabil- 
ity of separate states to deal adequately 
with such problems; (4) the demon- 
strable inequalities caused by attempts 
to meet these problems by Federal legis- 
lation; and (5) the historic fact that 


nonsolution or inadequate solution of 
such problems leads to sectionalism, 
which is political regionalism in its gross 
and active form. 


POLITICAL REGIONALISM 


The gross form of political region- 
alism appears when a major regional 
grievance remains unsatisfied over a 
considerable time and the region con- 
cerned is left “without recourse.” If the 
issue is brought into the arena of na- 
tional policy and if the region is left 
in a solid minority, with a majority vote 
concentrated in other regions, then we 
have the extreme result: secession, as in 
the sixties; or threatened secession, as 
upon many occasions; or at least long 
continuing disturbance and bad feeling. 

But political regionalism, if it is a 
sin, is not to be imputed to the minority 
region alone. The majority regions, for 
all their insistence on the merits of their 
“national” view, derive a profit which is 
denied to the minority region. The na- 
tional view, so-called, may bring ad- 
vantage to one part of the Nation and 
disadvantage to another part. Hence, 
as Turner has pointed out, regional lead- 
ers invariably disguise specifically re- 
gional aims and attempt to give regional 
policies the coloring of national policies. 
Political regionalism, though locally mo- 
tivated, aims at Federal policy. Fed- 
eral policy is always being influenced 
by the interplay of regional aims, and 
often turns out to be political region- 
alism falsely generalized. 

There is no real disagreement as to 
the ends to be obtained by a national 
policy which would take this situation 
into account. Economic inequalities be- 
tween regions hurt just as much as the 
economic inequalities between “classes” 
about which we now hear so much. The 
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only disagreement among serious-minded 
people will be as to the method of 
righting such disparities or forestalling 
their appearance. Since the search for 
a method has just begun, it is highly 
important that all reasonable sugges- 
tions be received hospitably. At the 
same time, they should be discussed 
critically. We cannot afford to reject 
out-of-hand anything that looks prac- 
ticable, or to commit ourselves too 
deeply to any device that may prove 
deceptive. 

The present concern of social science 
with administrative regionalism evi- 
dently arises out of a desire to avoid 
the harsh results of political regionalism. 
With our economy already in a delicate 
condition from many complex causes, 
we cannot risk even a mild attack of 
political regionalism. And since the 
Federal Government, now more than 
ever, has enlarged its scope and become 
an economic rather than a political gov- 
ernment, political scientists naturally 
turn to the Federal Government itself 
and ask whether its functions cannot be 
adapted to regional needs. The idea of 
administrative regionalism harmonizes 
on one side with the growing feeling that 
the industrial economy is too rigidly, 
too awkwardly, centralized, and ought 
for its own health to be decentralized; 
and on the other side with a notion, still 
not clearly outlined, that autonomous 
desires of regions may ke defined 
through regional planning Loards and 
other legal or extralegal agencies which 
will act in an advisory and informative 
capacity. 

Administrative regionalism, then, is 
an effort to achieve better organic rela- 
tionship between the Federal Govern- 
ment and the states (or groups of states) 
by regionalizing some of the functions 
of the Federal Government and by en- 
couraging the growth of nonadministra- 
tive agencies which transmit, so to 
speak, the collective will of regions. 
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OLD AND NEw ADMINISTRATIVE 
REGIONALISM 


Here it seems wise to make a distinc- 
tion between the old and the new form 
of administrative regionalism. The old 
administrative regionalism is repre- 
sented in those divisions (now large in 
number) which the Federal Government 
has set up to carry out explicitly Fed- 
eral functions, as, for example: to take 
the census, to collect revenue, to admin- 
ister the Federal Reserve System, or to 
administer the various “alphabet agen- 
cies” of the New Deal. Various stu- 
dents have pointed out that the estab- 
lishment of such territorial jurisdictions 
is in itself evidence of the regional char- 
acter of the Nation, and that improve- 
ment in Federal administration would 
occur if some consolidations of jurisdic- 
tion could be made. Such observations 
have weight and merit, but they do not 
bring us any nearer to a solution of the 
problems of political regionalism. The 
Federal agencies of the kind referred to 
were not set up with any idea of reliev- 
ing the specific pressures that cause 
political regionalism. Though they may 
touch regional problems, they do so from 
the strictly Federal point of view, under 
the assumption that a given Federal op- 
eration has exactly the same result in 
one region as in another. They do not 
assume the validity of the regional ap- 
proach as such, but leave us in the realm 
of an enlarging Federal power and a 
diminishing state power. 

The new administrative regionalism 
differs from the old in its assumption 
that Federal authority may be applied 
constructively in one region without at 
the same time applying it in all regions. 
It acknowledges inequality of operation 
and attempts to turn inequality into a 
benefit. It also differs from the old ad- 
ministrative regionalism in its ingenious 
method of applying Federal authority, 
so as to have the advantage, at a stra- 
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tegic point, of national rather than 
merely regional resources. Thus an old 
difficulty is apparently surmounted. 
The trouble with Federal legislation has 
always been like this: that the protective 
tariff protected the North but not the 
South; that the gold standard was good 
for the East but bad for the West; that 
the Negro slave was recognized as prop- 
erty not only in the Southern states but 
in all other states. The new administra- 
tive regionalism seems to afford a way 
of legislating for one region alone. The 
way to do it is to apply locally (and 
subtly extend) powers already clearly 
within the Federal province. 


TENNESSEE VALLEY AUTHORITY 


Among possible examples of the new 
administrative regionalism, the Tennes- 
see Valley project offers the richest field 
of study, for its implications are now 
fully developed, and it seems to be a 
model of what the new device is ex- 
pected to accomplish: It stays within 
the technical limits of constitutional pre- 
scription, and yet it has far-reaching 
aims which transcend a conventional 
interpretation of the bounds of Federal 
authority. Ostensibly the Tennessee 
Valley Authority works within the un- 
' impeachably Federal sphere of naviga- 
tion and flood control. It is charged 
with the maintenance of a nine-foot 
navigable channel on a river where 
steamboats are about as numerous as 
mule-wagons on city streets. “The 
Board is hereby directed (the act sol- 
emnly says) in the operation of any 
dam or reservoir . . . to regulate the 
stream flow primarily for the purposes 
of promoting navigation and controlling 
floods.” As a secondary function the 
Board is empowered to construct dams 
and transmission lines for the disposal 
of electric energy “in order to avoid the 
waste of water power, to transmit and 
market such power as in this act is pro- 
vided, and thereby . . . to assist in lig- 
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uidating the cost or aid in the mainte- 
nance of the projects of the Author- 
ity.” 

The steps by which the by-product, 
electric power, has become the major 
product are well known. At this writ- 
ing, the Tennessee Valley Authority by 
the use of apparently quite constitu- 
tional methods has eliminated a private 
power monopoly from competition in its 
regional area. A fundamental economic 
resource in a well-defined region is in 
the hands of a regional unit of the Fed- 
eral Government. The “yardstick” fur- 
nished by the T.V.A. may be useful in 
national policy, but the real meaning 
of the T.V.A. as a Federal-regional de- 
vice is in its action upon the depleted or 
“backward” economy of the Tennessee 
Valley and perhaps even of the upper 
South in general, which it is expected 
to “develop” or at least improve. 

The development is to come in part, 
but only in part, from flood control, soil 
conservation, and reforestation. These 
are “good” reasons, legitimate Federal 
reasons, for the establishment of the 
T.V.A. Beyond these good reasons are 
the real reasons, foreshadowed in cer- 
tain vague phrases in the act and fre- 
quently cited by social scientists who 
expect the T.V.A. not only to justify 
itself in the Federal sphere but also to 
help in removing some of the old and 
pressing causes of sectional irritation. 
The real reasons are that the T.V.A. 
will rectify the economic disadvantage 
into which the region has fallen and that 
it will prove to be a model for similar 
intervening Federal-regional agencies, 
which will cope not with identical diff- 
culties elsewhere but with regional diffi- 
culties peculiar and pressing enough to 
deserve this “unequal” benefit of Fed- 
eral law. The device, if it works, is 
expected to transform “sectionalism” 
into “regionalism” (in the beneficent 
sense described by Howard Odum), and 
to do so without endangering national 
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unity on the one hand or imposing rigid 
unification on the other. 

Undoubtedly the T.V.A. can accom- 
plish—has already in part accomplished 
—the instrumental tasks for which it 
was created: it can improve land use, 
control floods and soil erosion, and man- 
ufacture and distribute power. But can 
it also relieve the economic disadvantage 
of the Tennessee Valley region (and in 
some measure of the upper South) with- 
out either doing harm to some distant 
region or changing to a marked degree 
the regional “culture” which it is sup- 
posed to conserve? 


SHORTCOMINGS OF T.V.A. 


In answering this question we should 
not fail to note that the regional ex- 
periment has become a national issue, 
not in terms of the beneficial functions 
that it exercises within its region, but 
in terms of what it means for national 
power policies. Members of Congress 
who debate over the T.V.A. do not seem 
to know about “administrative regional- 
ism”; they do not vote T.V.A. appropri- 
ations with much sense of the value of 
the T.V.A. as a regional experiment. 
This warping of emphasis is due in part 
to the fact that the “power issue” is 
in national politics anyhow; but it is 
also due in part to the fact that the 
T.V.A. cannot legally be represented as 
having a specifically regional purpose. 

Next, the conception of the T.V.A. 
embodies an analogy which may or may 
not apply in the Southeast. It is con- 
ceived and framed in terms cf the in- 
dustrial economy of the Northeast and 
the Middle states, and not of the largely 
agrarian economy in which it is set up. 
The inference is that the T.V.A. will 
confer upon the Tennessee Valley area 
the same benefits that would accrue to 
the upper Hudson Valley if a similar 
agency were established there. The 
T.V.A. proposes to transform a low- 
income, agricultural area into an area 
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with a higher cash income or at least 
a larger real income. The economic 
imbalance is to be righted in terms of 
new industries, pay rolls, dividends, im- 
proved farming methods (including 
labor-saving machinery in house and 
field as well as diversification of crops), 
and in general a typically modern use 
of natural and human resources. 

As one examines this broad inference 
he begins to suspect that the new ad- 
ministrative regionalism, no less than 
Federal legislation of the past, will re- 
flect the psychology, economics, and 
generalized wishes of whatever regional 
group happens at the moment to possess 
Federal power; or, to put it differently, 
that the new administrative regionalism 
may be simply another expression of 
political regionalism. 

The regional psychology of the T.V.A. 
conception is not native to the South. 
The T.V.A. was not created in response 
to a Southern crusade—although some 
Southern Congressmen had long agi- 
tated for a final disposition of Muscle 
Shoals. There was no popular outcry 
in the South for a T.V.A. The sponsor 
of the T.V.A. Act was a Middle West- 
erner, Senator Norris, who was cru- 
sading against electric utilities. What 
President Roosevelt contributed to the 
conception, we do not surely know; but 
the idea of a planned economy, popular 
among New Deal liberals of the North- 
east, had something to do with the sud- 
den launching of the great enterprise, 
which was created by Congress within 
two months after the first inauguration 
of President Roosevelt. The five states 
concerned had no opportunity to debate 
the project or to contribute ideas and 
leading personnel, or by any direct 
means to make known their opinion, if 
they had any; the project was super- 
imposed (however benevolently) upon 
them. 

Furthermore, the conception of the 
T.V.A., while proposing to remedy re- 
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gional disadvantages, ignores the great 
underlying causes of those regional dis- 
advantages. There is nothing in tke 
T.V.A. program, immediate or ultimate, 
which promises to alter the relative eco- 
nomic positions of the dominant indus- 
trial Northeast and the all but com- 
pletely “colonialized” and “agrarian” 
Southeast. Soil control and erosion 
programs are a concrete good in them- 
selves, of course. But the market price 
of Southern farm products does not in- 
crease merely because they are grown 
on non-eroded land. The price of 
Northern manufactures (even of labor- 
saving machinery) does not decrease 
when they are bought by farmers cn 
non-eroded lands where houses and 
barns are being supplied with electricity 
from government-owned plants. The 
promise of cheap fertilizer is interesting 
—and would be more interesting if we 
had not been assured that Tennessee 
phosphate lands are to be considered a 
“national” (perhaps even a military) 
reserve. But what is there in the T.V.A. 
program to change the relative position 
of a region where from 60 to 80 per cent 
of the farms reported their products in 
1929 in the lowest cash-value column? 
Industry is expected to “balance” ag- 
riculture by adding cash and thus re- 
lieving the strain. Against this promise 
we must set the established fact of 
extraregional ownership and control of 
industry, business, and even much 
farm land. ‘There is little to indicate 
that administrative regionalism, in the 
form of the T.V.A. or any other body 
yet suggested, will reduce the already 
heavy percentage of absentee-landlord- 
ism in Southern industry; or encourage 
the rise of new industries, Southern- 
owned, which will sell goods at prices 
commensurate with Southern ability to 
buy; or protect such industries, if they 
should arise, against being eaten up by 
national (that is, Northeastern-con- 
trolled) monopolies. Yet economic im- 
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balance in the region probably cannot 
be righted unless such things are at- 
tended to. Slight gains derived from 
cheaper power rates and larger pay rolls 
will probably help a little, but may be 
more than offset by the fact that the 
population will be drawn farther away 
from the agrarian economy and involved 
more deeply than ever in the chain of 
increasing purchases and increasing 
debts. 

The program, in short, may benefit 
urban entrepreneurs and selected indus- 
trial groups, while the region as a whole 
feels, at closer range than before, the 
impact of an exploitative system. It is 
possible to argue that the T.V.A. is not 
a subsidy of the region, but actually 
another subsidy of the exploitative 
forces which have already set the region 
at a disadvantage. 

Meanwhile, the play of other forces 
that tend to cause political regionalism 
goes on unchecked. The surplus popu- 
lation of the biologically lusty Southeast 
gets driven from rich land to poor land 
by the advance of labor-saving machin- 
ery, corporate farming, and absentee 
ownership; and its natural tendency to 
migrate to other regions is no longer 
facilitated—is indeed positively checked 
—by those regions, which are less re- 
ceptive than of old. The industrialists 
of the Southeast begin their fight against 
differential freight rates and complain 
against the Federal wages-and-hours 
law, which, in their eyes at least, is rank 
sectionalism in a Federal disguise. And 
other specifically Southern problems of 
race, public education, suffrage quali- 
fications, and the like remain confused 
and unsolved. 


ANALYSIS OF NEW ADMINISTRATIVE 
REGIONALISM 
The nature of the new administrative 
regionalism becomes fairly plain if it 
is viewed in such a context. A device 
like the Tennessee Valley Authority is 
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not an agent of a region which of its 
own will and out of its own resources 
has won a degree of antonomy or semi- 
autonomy. It is not a new unit of gov- 
ernment, standing in a clearly defined 
middle ground between the states and 
the Federal Government. It is an agent 
of the Federal Government, or, more 
concretely, of the Federal Government 
of 1929-39—a “crisis government” des- 
perately concerned with making an eco- 
nomic system work. That government 
apparently conceives the economic sys- 
tem to be irredeemably of a large-scale 
industrial type and has entered upon its 
reforms as if only that one type were 
possible in the United States. Conced- 
ing that the system causes inequalities 
to appear along “class lines,” it has 
undertaken to repair the inequalities. 
But the same economic system is largely 
to blame for gross regional inequalities, 
which cut across class lines. 

The new administrative regionalism 
cannot repair regional inequalities if it 
looks principally at class inequalities, 
and simultaneously retains, and even 
bolsters up, the identical economic sys- 
tem which causes stress lines to take a 
regional outline. Such a policy will 
probably have one or the other of two 
results: Either the regional economy of 
the Southeast (as our present example) 
will be completely changed and made an 
indistinguishable part of the one big na- 
tional economy—in which case region- 
alism in very truth will become merely 
administrative, for the “conquest” of 
the Southeast begun in the eighteen- 
sixties will then have reached comple- 
tion; or the effort to achieve such fusion 
will not succeed but will instead stimu- 
late the rise of a competing regional 
economy, intent upon self-sufficiency 
and separatism—or political regionalism 
in its most active form. The rise of re- 
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gional “industrial councils” and other 
concerted regional movements, as well 
as the growth of interstate “tariffs,” 
seems to indicate that the second rather 
than the first result is now being pro- 
duced. 


OLD ADMINISTRATIVE REGIONALISM 
PREFERABLE 


Such an analysis leads to the conclu- 
sion—undoubtedly speculative—that ad- 
ministrative regionalism mest clearly 
demonstrates its value as it remains in 
the older sphere of action and does not 
too boldly enter the new one. As a unit 
of a Federal system of flood control and 
river management, with incidental bene- 
fits in conservation of land end forests, 
the T.V.A. is solid and reasonable—ex- 
actly what it appears to be in the de- 
scriptions set forth by the National 
Resources Committee in its publication 
entitled Drainage Basin Problems and 
Plans. But for checking or transform- 
ing political regionalism, such a device 
is far short of what we need. As long 
as the supposedly “national” economy is 
a sectional economy in disguise and re- 
mains exploitative in its action, the 
forces of political regionalism will jockey 
for power in the Federal Government, 
or, failing there, will endeavor to set up 
protective boundaries or their equiva- 
lent. 

If this be true, it follows that some 
consideration of the economy itself must 
come into the argument. That question 
cannot be argued here. Suffice it to say 
that rebellious regions like the South 
and the West would be less rebellious if 
they could not accuse the Federal Gov- 
ernment of subsidizing and protecting 
the economy which despoils them, while 
at the same time it frustrates their own 
efforts at self-protection and thus de- 
prives them of all recourse. 


Donald Davidson is professor of English at Vander- 
bilt University, Nashville, Tennessee. 


State Centralization in the South 
By PauL W. WAGER 


OVERNMENT in the South has 

never been intensely local. Un- 
like the compact settlements of New 
England out of which there developed 
the town as the dominant unit of gov- 
ernment, scattered settlement and the 
plantation system in the South led to 
the pre-eminence of the county. Except 
for the feeble and transitory existence 
of the parish in Virginia and the Caro- 
linas, there was, prior to the Civil War, 
no government closer to the people than 
that which was quartered at the county 
seat. In South Carolina, not even 
county government got firmly estab- 
lished. ` 

There were no townships in the South 
until they were forced upon North and 
South Carolina by the “carpetbaggers” 
in 1868. In neither state did they sur- 
vive as active governmental units after 
the end of Northern domination, The 
rural South thus never became adapted 
to a unit of government smaller than the 
county, though the counties are smaller 
on the average than they are in the 
North. 

Since the county is only one step from 
the state, Southerners view any en- 
croachment upon the county by the 
state with about the same degree of 
concern or indifference as the people 
of New York or Michigan view en- 
croachment upon the township by the 
county. Local government is thus some- 
what of a sectional concept. With pres- 
ent means of transportation, both North- 
ern townships and the smallest of the 
Southern counties are physically obso- 
lete. But a local unit of government has 
psychological as well as areal dimen- 
sions. It survives because it is rooted 
in the mores of the people. Could the 
boundaries of political units be expanded 
as readily as the sphere of social and 


economic activities, local government 
might preserve its vigor and usefulness; 
but when traditional boundaries are held 
rigid, preventing local units from becom- 
ing effective service areas, these units 
will seek financial and administrative 
assistance from higher levels of govern- 
ment. It is this vertical expansion that 
is designated “centralization.” If it has 
proceeded further in the South than in 
other parts of the Nation, it is probably 
because there are fewer layers of gov- 
ernment to penetrate. 


Roap ADMINISTRATION 


North Carolina startled the Nation 
when in 1931 its General Assembly 
passed an act transferring 45,000 miles 
of county, township, and other local 
roads to the state for maintenance. By 
this bold step more than 150 county and 
district road organizations were abol- 
ished, the road-building machinery of 
the local units was transferred to the 
state with compensation, and the burden 
of reconstructing and maintaining all 
roads outside of incorporated cities and 
towns was shifted from property owners 
to automobile users. 

At the same time that the state as- 
sumed control of the roads, it also took 
over the prisoners from the county jails 
and road camps. The original transfer 
involved 3,713 men, but the average 
number in the state camps is now about 
6,000. Some of the camps were those 
formerly used by counties, but in most 
instances the state built new ones. 
There are at present about ninety, well 
scattered over the state. These camps 
are a vast improvement over the typical 
county jail. The prisoners are no longer 
in idleness, but are engaged in healthful, 
outdoor work. It is pick-and-shovel 
work, but not too arduous. The food is 
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varied and plentiful. The barracks are 
sanitary, there are shower bazhs and 
comfortable beds. There are limited 
opportunities for recreation and educa- 
tional advancement. 

On the whole, state maintenance of 
all highways in North Carolina has met 
with popular approval. Most of the dis- 
approval has been voiced in the rich 
counties which enjoyed good roads un- 
der the old regime. It is possible that 
the state has had less money io spend 
per mile in these favored sections than 
was spent before, but in most of the ru- 
ral sections the roads are uniformly in 
better shape than they ever were under 
local maintenance. 

Only two other states have ventured 
to follow North Carolina’s lead—Vir- 
ginia and West Virginia; and Virginia 
cautiously provided that any county 
might vote to remain outside the state 
system. At first several counties elected 
to remain aloof, but the writer is in- 
formed that all but two have subse- 
quently come into the fold. Neither of 
these two states has followed North 
Carolina’s example in relieving the coun- 
ties of their prisoners along with the 
roads. 

All the other Southern states have two 
road systems—a primary system of ar- 
terial highways maintained by the state 
and a secondary system of tributary and 
local roads maintained by the counties 
or special road districts. The primary 
system is normally supported entirely 
from gasoline and motor-vekicle reve- 
nues, while the secondary system is de- 
pendent on property taxes and such 
portion of the gasoline tax as the state 
can be induced to surrender. The 
amount returned varies widely. In 
South Carolina one cent per gallon is 
returned to the county, in Tennessee two 
cents, and in Florida three cents. 

Many miles of road were surfaced be- 
fore being absorbed into the state sys- 
tems. The counties have felt that they 


145 


were entitled to compensation, and a 
number of states are relieving them of 
their road debt. Thus, in 1927 the Ten- 
nessee Legislature voted to reimburse 
the counties of that state the amount of 
the road bonds they had incurred, to- 
gether with 5 per cent interest until re- 
tired.1_ The last legislature reduced the 
interest rate to 3.5 per cert.2 Georgia 
in 1936 assumed $26,637,090 cf county 
road debts, retiring one-tentk of the 
total annually." The state is also 
absorbing the county road debt in 
Texas.* 

While most responsible highway offi- 
cials agree that the county is the small- 
est unit of government that should be 
utilized as a road district, even this de- 
gree of centralization has not been fully 
attained in the South. In numerous 
Texas counties the roads of each of the 
four precincts are under the direction of 
the board member from that precinct. 
In Louisiana, it is the exception when 
the roads of an entire par:sh have been 
consolidated into a unified system and 
are supported by a parish-wide tax. In 
fact, this has been fully accomplished in 
only eight parishes, and in a modified 
way in sixteen others. Moreover, the 
number of road districts has increased 
each year since 1921, and six parishes 
have fifteen or more road districts. 


SCHOOL SUPPORT 


For twenty years or roore the con- 
solidation of rural schools has been go- 
ing on in the South, so that today the 
large central school is more character- 
istic than the one-room school which is 
still so much in evidence in many parts 
of the country. Moreover, the number 
of school buildings far exceeds the num- 
ber of school districts. The county has 
long been the most usual unit of admin- 


1 Tennessee Acts of 1927, Chap 23. 
2 Ibid., 1939, Chap. 188. 

8 Georgia Laws of 1933, Chap. 126. 
4 Texas Laws of 1935, Chap. 326. 
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istration, and in many instances it is 
now the smallest taxing unit. 

In North Carolina the state meets the 
entire operating cost of an eight-month 
term in both the elementary and high 
schools, white and colored. Inciden- 
tally, its tax sources include no tax on 
property except about a half-million del- 
lars from intangibles. Forty-odd com- 
munities, including two counties, levy a 
local tax to pay for a ninth month, to 
supplement the teachers’ salaries, or to 
provide extra courses. All counties levy 
a modest county-wide tax to cover capi- 
tal outlays and to liquidate any existing 
county-wide school debt. Many coun- 
ties have assumed all district indebted- 
ness. 

In South Carolina the state pays the 
entire salary of teachers and contributes 
to the cost of transportation and other 
specific items, but it has not assumed 
the entire operating cost of the schools. 
Neither has the state relinquished the 
property tax. There is still a five-mill 
levy by the state. 

In Louisiana school maintenance is on 
a parish-wide basis, with a generous sup- 
' plement from the state. No parish is 
required to levy more than eight mills 
per dollar for school purposes; any addi- 
tional revenue needed is supplied from 
a state equalizing fund. The latter is 
derived from a small property tax and 
the state’s highly productive severance 
taxes. About half the aggregate cost 
of the schools is now borne by the 
state. 

In Texas the state is now contributing 
a flat twenty-two dollars per pupil, and 
to many districts additional sums 
through an equalizing fund and a rural 
aid fund. In the aggregate, the state 
is bearing approximately 40 per cent of 
the load. 

School appropriations by a recent ses- 
sion of the Arkansas legislature con- 
sisted of $4,000,000 to the common 
school fund, $1,000,000 to an equaliza- 
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tion fund, and $600,000 to a revolving 
loan fund." 

In Georgia, not only are appropria- 
tions made for the public schools out 
of the general fund, but the legislature 
has allocated one cent of the six-cents 
tax on gasoline to this purpose. To 
share in the equalization fund derived 
from the gasoline tax, the city or county 
must first have levied a tax of at least 
five mills for maintenance purposes. 
State appropriations in recent years 
have represented about 30 per cent of 
the total cost of the public schools. 

In Alabama the Minimum School 
Program Act provides that every county 
and city must levy a seven-mill prop- 
erty tax in addition to a state-wide tax 
of three mills for schools. The latter is 
distributed back to local schools on a 
per capita basis. The proceeds of the 
seven-mill tax are levied, collected, and 
spent locally. If the proceeds of these 
two property taxes are not sufficient to 
support all elementary schools for a 
period of seven months and all high 
schools for nine months, the state pays 
the difference from the Minimum Pro- 
gram Fund derived from other taxes. 

The last session of the Tennessee 
Legislature appropriated $7,000,000 an- 
nually for the elementary schools and 
$950,000 for the high schools. This 
permits a contribution of ten dollars per 
pupil in average daily attendance and 
leaves about $2,500,000 as an equaliza- 
tion fund. The entire $7,000,000 for 
elementary schools must be spent for 
salaries. 

Virginia’s appropriations for the pub- 
lic schools also aggregate over $7,000,- 
000 annually. About three-fourths of 
the total is distributed on a per capita 
basis, and the rest is earmarked for 
specific purposes. The equalization 
principle has not been carried so far as 
in most states. About two-thirds of 


5 Arkansas Acts of 1937, Chap. 283. 
° Tennessee Acts of 1939, Chap. 16. 
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the cost of the public schools is borne 
locally. 

Shifting school support from the lo- 
cality to the state has been motivated 
largely by two desires—to equalize edu- 
cational opportunity and to relieve the 
tax burden on property. While most of 
the Southern states still levy a tax on 
property, the larger and larger school 
appropriations are derived mainly from 
other sources, hence the larger measure 
of state support has invariably meant 
less dependence on property taxes. The 
percentage of the cost of public ele- 
mentary and secondary schools derived 
from property taxes in each Southern 
state in 1935—36 is indicated in Table 1.7 


TABLE 1 
North Carolina . ........... 15.1 
South Carolina . 56.0 
Florida .... 576 
Texas .... .. 58.5 
Mississippi 65.8 
Louisiana 679 
Alabama 68.2 
Georgia .. .. 690 
Kentucky 70.7 
Virginia .. 70.8 
Arkansas . 76.7 
Tennessee ..-.. . uuan 80.9 


A large measure of state support in- 
evitably means a considerable degree 
of state control. The state aid is usually 
conditioned on the meeting of state 
standards. The state sets the length of 
the school term, prescribes the course of 
study, selects the textbooks, establishes 
the minimum salary for teachers, pre- 
scribes the form of reports to be made, 
and reviews the local school budget. 
There is little room left for local discre- 
tion. 


POLICING 


Increased centralization is demanded 
in the field of crime control. Every 


7 Advisory Committee on Education, Report 
No. 4, Federal Ard and the Tax Problem, p. 41. 
Superintendent of Documents, Washington, 
DC 
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Southern state now has either a state 
police force or a state highway patrol. 
In Alabama, Arkansas, Louisiana, and 
Texas the state troopers have been 
armed with full police power. While 
they are mainly highway patrols in the 
other states of the South, they may be, 
and often are, deputized for police work 
other than traffic control. North Caro- 
lina operates a state-wide police radio 
system, and Virginia has installed not 
only a radio system but also the latest 
teletype receiving sets in th2 police cars. 
Texas has reorganized its state police 
force, absorbing into it the famous 
Texas Rangers. It has been outfitted 
with the most modern equipment and 
given the status of a state department 
of public safety. In Kentucky, Louisi- 
ana, and North Carolina, state bureaus 
of criminal identification and statistics 
have been established; and the Gov- 
ernor of Tennessee has recently ap- 
pointed a crime commission to study 
conditions in that state and bring to 
the next legislature recommendations 
for improved facilities in crime control. 


PuBLic WELFARE 


Everywhere throughout zhe South the 
administration of the social security pro- 
gram is being assumed primarily by the 
state. This is due in part, of course, to 
the necessity of meeting Federal stand- 
ards, but it is due even more to the 
poverty of the local units. If the state 
must provide all or a major part of the 
funds, it will naturally insist on super- 
vising their expenditure. 

In at least Florida, Louisiana, South 
Carolina, and Texas, the grants for old- 
age assistance are entirely from Federal 
and state funds; the local units do not 
participate. In Georgia the counties 
contribute only 10 per cent, and in Ten- 
nessee one-eighth. On the other hand, 
in North Carolina and Alabama the 
counties normally contribute 25 per 
cent. In North Carolina there is a state 
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equalization fund of $85,000 so that the 
poorest counties are not required to 
contribute as much as 25 per cent. 

In all the states, the state department 
sets the standards by which the benefits 
are distributed and fixes the qualifica- 
tions of personnel. The county is usu- 
ally utilized as the unit for local admin- 
istration, though this is not the case in 
Florida, where the state is divided into 
eight administrative districts.. Each has 
a district board and district supervisors. 
Even in the states with an organization 
in each county, there are many state 
specialists and supervisors. In West 
Virginia, state welfare authorities may 
take over the administration of public 
assistance in any county failing to com- 
ply with Federal requirements. 

The state department usually has a 
voice in the selection of county boards 
and county superintendents of public 
welfare. In Arkansas it selects a board 
of five from fifteen nominations, three 
of which are made by each of five 
county officials. In North Carolina the 
board has three members, one appointed 
by the State Commissioner, one by the 
County Board of Commissioners, and 
the third member by the other two. In 
South Carolina the County Board of 
Public Welfare consists of three mem- 
bers appointed by the State Board or 
State Director upon the recommendation 
of the county delegation in the legis- 
lature. The county director or superin- 
tendent in all states must possess the 
qualifications fixed by the state board. 
The state also requires that the case 
workers and field investigators be espe- 
cially trained for the work. 

The adoption of the social security 
program has no doubt drawn the states 
into the field of relief much faster and 
much further than they would have gone 
without this stimulus. But now that 
they are in, there is a tendency for them 
to go even beyond the requirements of 
the act. For instance, South Carolina 
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in 1937 appropriated $200,000 to sup- 
plement county funds for direct relief. 
In the same vein, Florida has removed 
a constitutional provision prohibiting 
any direct state appropriation for re- 
lief. For a number of years there has 
been a growth of state institutions for 
special classes of dependents and delin- 
quents, though perhaps in no Southern 
state do these institutions have adequate 
capacity. In Virginia, district infirma- 
ries have replaced many of the former 
county homes for the indigent, and most 
of the county almshouses have been 
closed in Alabama and Georgia. 


CONTROL OVER LOCAL FINANCE 


Local governments in the South are 
having their financial affairs subjected 
to more and more state supervision and 
control. One of the first steps in state 
control has been the requirement that 
counties operate under a budget, and 
by 1936 budgets were required in the 
counties of all Southern states except 
Georgia, South Carolina, and Tennessee. 
In most states the budgets are not re- 
viewed by a state agency, though a re- 
cent act in Alabama requires every 
county to send a certified copy of its 
budget to the newly created Division of 
Local Finance within thirty days after 
adoption. Budgets are reviewed as to 
legality upon petition in Oklahoma. 
Mississippi and West Virginia regularly 
review and validate all county budgets, 
and most of the states review school 
budgets. 

State departments have encouraged 
and assisted in the installation of ac- 
counting systems in Alabama, Arkansas, 
Florida, Kentucky, Louisiana, Missis- 
sippi, North Carolina, Virginia, and 
West Virginia, though the accomplish- 
ment in the respective states has by no 
means been uniform. Perhaps the best 
record has been established in Alabama. 
An act of 1935 gave the State Comp- 
troller authority to set up uniform sys- 
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tems of accounts in all counties of that 
state, and by October of the next year 
the work was completed. 

Twelve of the states in the South pro- 
vide for some form of central examina- 
tion of county accounts.* Auditors are 
sent out by the state in Alabama, Arkan- 
sas, Florida, Louisiana, Kentucky, Okla- 
homa, Tennessee, and Virginia, but in 
most of these states the force is too small 
to make a systematic audit in each unit. 
Oklahoma has had a staff of only five, 
Kentucky of nine, Tennessee of twelve, 
and as a result only a few counties have 
been reached. All parishes in Louisiana 
are visited semiannually, but the audits 
are necessarily superficial. The most 
comprehensive work has been done in 
Virginia, where a staff of thirty-nine in 
a single year made 378 county audits 
and thirty-four installations of improved 
accounting systems.? North Carolina 
has made no audits, but the Local Gov- 
ernment Commission approves the con- 
tracts with private accountants and 
dictates the scope of the audits. 

The most extreme forms of state con- 
trol have been restrictions in respect to 
debt. Two states, Louisiana and North 
Carolina, require state approval before 
the issuance of any local bonds. The 
Louisiana measure was passed at the 
instance of the late Senator Huey P. 
Long in 1935 and is credited with hav- 
ing been politically inspired. The legis- 
lature created a state Bond and Tax 
Board of five members, to which all par- 
ishes and other taxing districts must 
apply for permission to issue bonds or 
incur other debts, or to levy taxes or 
spend other revenues in payment 
thereof, ™ 


8 Frank W. Prescott, County Finance in the 
South (Arnold Foundation Studies in Public 
Affairs, Vol. VI, No 1), p 26 

9 Ibid 

10 North Carolina Public Acts of 1931, 
Chap 60 

11 Louisiana Acts of 1935, 2nd Extraordi- 
nary Session, Chap 6. 
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In North Carolina, not onlv has the 
Local Government Commission the au- 
thority to approve or disapprove any 
proposed bond issue, but in case an is- 
sue is to be floated the negotiation and 
sale are made by the Commission, and 
the Commission sees to it that provi- 
sion is made to meet prircipel and in- 
terest payments as they <all due. All 
sinking funds must be invested and safe- 
guarded in a manner satisiactory to the 
Commission. The services of the agency 
have resulted in the refunding of many 
issues with more favorable maturities 
and interest rates. 

While no other Southarn state has 
gone so far in controlling indebtedness 
as Louisiana and North Carolina, other 
states subject certain types of bonds to 
control by state agencies. For instance, 
school-bond issues in Arkansas and pub- 
lic-utility issues in South Carolina are 
passed upon by the state. Florida and 
Texas supervise county highway debt 
service. 

Kentucky has recently provided for a 
local finance officer in the State Depart- 
ment of Finance to aid local units in 
handling their debt problem. Every six 
months the county judge of each county 
must report to this state officer the con- 
dition of the county’s sinking funds, and 
it may turn over such funds to the State 
Sinking Fund Commission to invest and 
manage. Under certain conditions it 
must do so. 

Within the last year Alabama has 
created a new Department of Finance 
containing a Division of Local Finance 
to collect information concerning the 
finances of local units sf government 
and to advise with the local officials in 
respect to the management thereof. In 
one respect its powers are more than 
advisory. It requires from each sub- 
division an annual statement showing 
the amount and character oi its public 
debt. In the event of deiault for ninety 
days or more in the payment of an ob- 
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ligation, the Division may, if requested 
by a bondholder, take charge of the 
revenues and expenditures of the unit 
until the default has been cured or a 
plan of orderly liquidation worked out. 


CONCLUSIONS 


None of the few counties in the 
United States which have been granted 
home rule and its concomitant—police 
power—is in the South, Southern coun- 
ties are universally mere wards of the 
state. As long as their functions were 
simple and the volume of expenditures 
small, there was little paternal guidance. 
The state let them pursue their own 
course, set their own standards, and 
wriggle out of the difficulties which be- 
fell them. But the services demanded 
today of local governments, rural as well 
as urban, are complex and costly. This, 
in the light of the disparity in the capac- 
ity of these units to support these serv- 
ices and the consequent invitation to 
take financial fliers, made it inevitable 
that the state should come to their 
aid. 

There can be little doubt that the 
shift in responsibility from the locality 
to the state diminishes the citizens’ in- 
terest and participation in government. 
Support by the state also tends to ob- 
scure the identity of the taxpayer and 
the beneficiary of public services. Both 
these results are bad. 

It is desirable that local self-govern- 
ment be preserved. It is also desirable 
that communities as well as individuals 
once more find pride in being self-sup- 
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porting. If these twin virtues of self- 
government and self-support are to be 
preserved, the trend toward state cen- 
tralization may need to be checked. It 
cannot be checked unless new and 
stronger units of local government are 
erected. This could be accomplished by 
reducing the number of political sub- 
divisions, by eliminating as far as pos- 
sible the overlapping layers of govern- 
ment, and by so simplifying the internal 
organization of local government as to 
facilitate direct popular control. But 
these improvements do not come easily. 
They are fought by entrenched interests. 
They are resisted by the overly cautious. 
They are retarded by the inertia and 
indifference of the many and by the 
cupidity of the few. The rehabilitation 
of local government is a positive under- 
taking; it requires exertion, patience, or- 
ganization. Acceptance of state ad- 
ministration and control is a negative 
course; it is to follow the path of least 
resistance. Either course of action may 
lead to temporary solvency for local 
units; but one is an advance, the other 
a retreat. One weakens the foundations 
of democratic institutions, the other 
strengthens them. In a world in which 
mankind is threatened with the loss of 
the personal and political liberties which 
have been won through a thousand years 


“ of struggle, the right of local self-govern- 


ment should not be so little cherished. 
If county and city governments as now 
organized are not proving effective tools 
of democracy, the tools need to be sharp- 
ened, not thrown away. 


Paul W. Wager, Ph.D., is associate professor of 
political science at the University of North Carolina, 
Chapel Hill, and consulting economist for the Land 
Committee of the National Resources Planning Board. 
He is the author of “County Government and Adminis- 
tration in North Carolina,” and is one of the sectional 
editors of the National Municipal Review. 


Fiscal Aspects of State-Local Relations 


By Grorce W. SPICER 


OWHERE is the relation between 

state and local government more 
intimate and inextricable than in the 
realm of fiscal affairs. Nowhere has the 
flow of authority and supervision from 
a lower to a higher level of government 
been more rapid and widespread than 
with respect to fiscal affairs, There was 
a time when local services were sup- 
ported largely, if not wholly, from local 
revenues; and when the major part of 
staie revenue was even collected by lo- 
cal officials. It is true that the sources 
of local revenue have usually been de- 
termined by the state, and that fiscal 
officers in localities, such as assessors, 
collectors, and treasurers, have been pre- 
scribed by constitutional or statutory 
law; but within this framework the local 
authorities were originally free to move 
without restriction.? 

That was the day of a simple agri- 
cultural society when governmental 
problems were few in number and simple 
in nature, and when each local govern- 
mental unit was essentially self-con- 
tained. Economic and social life was‘ 
then organized largely on a local basis, 
and the functions of self-government 
were of local interest only. It is obvious 
that these conditions have long since 
passed. Just as economic, social, pro- 
fessional, and occupational interests 
have transcended local and, to a less 
exent, state lines, so governmental func- 
ticns in response to these changes have 
come to concern wider and wider areas 
and larger and larger populations. Poor 
schooling in one district affects the char- 
acter of life and citizenship in the state 
as a whole, thanks to modern mobility 
of population. The problems of public 

1 See L. D White, Introduction to the Study 


of Public Admunistration (New York, 1939), 
p. 170. 
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health with which government now con- 
cerns itself on a large scale cannot be 
confined within the boundaries of coun- 
ties and cities, nor can those of public 
welfare and relief. Underassessment of 
taxes in one county or city affects tax- 
payers in other areas, and public bor- 
rowing by local units affects the entire 
state. The credit of the state cannot be 
separated from that of its subdivisions 
any more than the financial stability of 
a central bank can be safeguarded 
against financial folly on the part of its 
branches. Each unit acis and reacts 
upon the other, for no government can 
operate within a vacuum. 


OVERLAPPING FUNCTIONS 


With these rapid anc far-reaching 
changes in our economic and industrial 
life, accompanied by rapid means of 
transportation and communication, it is 
no longer easy to determine what is a 
local function and what is a state func- 
tion. Such functions as schools, public 
safety, and highways illustrate this 
point. None of these is any longer ex- 
clusively locally controlled or locally 
financed. Thus there seems to be no 
clear-cut line between state and local 
functions. Many are both local and 
state, and demand a high degree of co- 
operation. 

Moreover, these same changes have 
caused a shift in the available sources 
of revenue from the local units to wider 
areas. The general property tax, which 
was until the end of the nineteenth cen- 
tury the main source of both state and 
local revenues, is now not adequate even 
to support the increasec or expanded 
services demanded by the local commu- 
nities. In the meantime the state has 
developed new and elastic sources of 
revenue such as the inheritance tax, the 
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income tax, the sales tax, gasoline and 
motor-vehicle taxes, liquor taxes, and 
others, which are administered directly 
by it without reliance upon local agen- 
cies as formerly. With the general 
property tax insufficient to meet the 
needs of the local units, the state, with 
its more flexible sources of revenue, has 
developed certain financial aids to local 
government. The quite natural result 
of this has been that various forms of 
state supervision and control have been 
invoked. To some extent outright ab- 
sorption of local functions has taken 
place. 

Among the factors of state supervision 
of local fiscal affairs are: (1) state su- 
pervision of local assessments, (2) state 
limitation of local tax rates, (3) state 
limitation of local indebtedness, (4) 
state control over local budgets, (5) 
state financial aid to local governments, 
and (6) state supervision of accounts, 
auditing, and reporting. It is not in- 
tended here to undertake a lengthy dis- 
cussion of any of these factors. There 
is already a substantial body of factual 
material on most of them. It is rather 
our purpose to consider each factor 
briefly in relation to the problem of state 
centralization and local self-government. 


STATE SUPERVISION OF LOCAL 
ASSESSMENTS 


Oliver Wolcott made the observation 
in 1796 that, although the valuations 
made by Virginia commissioners of reve- 
nue were just in respect to the relative 
value of different parcels of land within 
a given county, they were very inequi- 
table in comparison with the valuations 
of other counties.* After a century and 
a quarter, it is interesting to note, the 
first part of this observation was dis- 
tinctly not true, while the latter part 


2See S. C Wallace, State Administrative 
Supervision Over Cities in the United States 
(New York: Columbia University Press, 1928), 
p 60 
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was increasingly true. In the Report of 
the Commission on Simplification and 
Economy of State and Local Govern- 
ment in 1924, it was stated that “the 
gross inequality in the distribution of 
the tax burden, both as among political 
subdivisions of the state and among in- 
dividual property owners, has long been 
a sore spot in our body politic.” ® 

Although the constitution of the state 
required property to be assessed at its 
“fair market value,” no attempt was 
made to comply with this vague stand- 
ard. The assessors in each locality 
adopted their own standards, and these 
were legion. The farmer in Brunswick 
County paid five times as much state 
taxes as the farmer in Carroll County on 
a farm of the same value. For the pur- 
poses of taxation, the average automo- 
bile in 1920 was worth $428 in Halifax 
and $36 in Buchanan. In Dinwiddie in 
1921 the average horse was worth $98 
and in Grayson $26. Cattle were worth 
$49 each in Henrico and $11 in Floyd. 
A sheep was worth $7 in Clarke and $1 
in Buchanan. A hog was worth $12 in 
Warwick and $1 in Buchanan. A watch 
was worth $23 in 1920 in Nottoway and 
$1 in Grayson, and a clock was worth 
$16 in Henrico and $1 in Floyd. The 
primary reason for this undervaluation 
was, of course, to evade the state taxes 
on real estate and tangible personal 
property. 

The inequality between individual 
taxpayers was even more flagrant. The 
assessments ranged from .4 per cent of 
the true value to 160 per cent of the 
true value. In Amherst, where the av- 
erage ratio of assessed value to true 
value was 29.4 per cent, the ratio of 
the individual assessments ranged from 
2 per cent to 140 per cent of true value. 
In Brunswick, where the average was 
55.3 per cent, the individual assessments 
ranged from 5 per cent to more than 
250 per cent. In the cities the inequali- 

8 See p 122. 
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ties were equally severe. This injustice 
was all the more onerous because prop- 
erty owners were subjected to the same 
local rate, which was from four to six- 
teen times as great as the state rate of 
25 cents on the $100.* 


The remedy 


In an effort to avoid these injustices 
and other tax evils, Virginia, along with 
several other states, abolished the tax 
on real estate and tangible personal 
property for state revenue purposes 
through the process of separation of tax 
sources. This principle was, perhaps 
unwisely, written into the state con- 
stitution in 1928. While it has done 
much good in reducing inequalities, it 
has by no means eliminated them. 

In Virginia much more was accom- 
plished through the organization of a 
well-integrated tax department in 1927 
under the sole direction of a State Tax 
Commissioner who has certain super- 
visory and control powers over the lo- 
cally elected commissioners of the reve- 
nue. Under the segregation plan the 
commissioner in each county and city 
assesses property for both the state and 
the local government. With reference 
to the former, the local officer serves as 
a mere agent of the state and is subject 
to review by an examiner of records ap- 
pointed by the State Tax Commissioner. 
If returns on state taxes have not been 
properly made, the taxpayer may be 
summoned for examination and explana- 
tion. The tax code also allows the State 
Tax Commissioner to withhold the sal- 
aries of loca] commissioners for neglect 
of duty or failure to make the required 
reports. The State Commissioner may 
also report to the circuit court any in- 
capacity, misconduct, or neglect of duty 
on the part of local commissioners, 
and thereby institute ouster proceedings 
against such officers. Certain inequali- 

4 Figures taken from previcusly cited Re- 
port, pp. 122-27, 
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ties still exist, however, as between indi- 
vidual taxpayers. 

The foregoing facts can be largely 
duplicated in the history of many other 
states. To correct the gross under- 
valuations of competing assessors, state 
boards of equalization were first set up, 
beginning as early as 1820," followed by 
state tax commissions, beginning with 
Indiana in 1891. The esteblishment of 
this commission marked a new era in 
the central regulation of assessments. 
Its power was not confined to the ad- 
justment of differences in valuation as 
among the various taxing units (as in 
the case of the boards of equalization), 
but extended to the supervision of the 
original assessments made by the local 
assessors. Tax commissions are now 
found in forty-one states, and central- 
ized supervision over local assessments 
is apparently on the upgrade.’ 

The authority of some of these com- 
missions is limited to advisory powers 
of control, such as the right to advise, 
to inspect the work of Iccal officials, to 
collect information or require reports, to 
prescribe forms, and to make regula- 
tions. Others have mandatory powers 
to insure equitable assessment, or to 
exercise original jurisdiction to the same 
end, such as the reassessment of specific 
pieces of property on the commission’s 
own initiative after notice and hearing, 
the right to order local boards to re- 
assess property, and in some cases the 
power to appoint or remove local tax 
officials.® The last-named power was 
held unconstitutional in Virginia in 
1931. 

Professor White reports in the work 
previously cited that in substantially 
over half the states sufficient authority 
has been conferred upon state officials 


5 Wallace, op. cit, p. 61 

8 Ibid p 62. 

7T See L. D White, Trends in Public Adminis- 
tration (New York, 1933), p. 51. 

8 Ibid., pp. 60, 61. 
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to insure an equitable system of tax 
assessment, although the power is not 
always effectively exercised.® 

In view of the preceding facts it can 
hardly be maintained that the exercise 
of this power involves any serious dero- 
gation of local self-government. In 
most cases the state is merely protecting 
its own interest against local misgovern- 
ment. Even its own revenue is at stake 
in the majority of instances. 


STATE LIMITATION ON LocaL TAXES 


In the matter of state limitation of 
local taxes, there is an almost endless 
number and variety of restrictions.*° 
Most states limit the rates that may be 
levied; a few limit the per capita amount 
that may be raised; others restrict the 
amounts that may be raised by property 
taxes; and a few accomplish the same 
purpose through restrictions on budget 
increases. The limits vary for different 
governmental units within the state, 
and for different purposes. A few 
states (among them, Indiana, New 
Jersey, Colorado, and Rhode Island) 
provide for administrative supervision 
over local tax rates, giving to an 
administrative agency the power to 
revise local levies in excess of the 
general limits. In New Mexico the 
State Tax Commission has the power to 
revise local budgets and levies without 
regard to limits. In fifteen states the 
limits are embedded in the constitu- 
tion. ; 

In the majority of states the levies for 
debt service and schools are not within 
the general limits, though such levies 
may be subject to specific limitations. 
In some states additional taxes for cer- 
tain specific purposes may be levied 
subject to approval by the voters in a 
referendum on the question. 


®L. D. White, of. ct., p. 63. 

10 For facts and figures, see William O. 
Suiter, Municipal Year Book, 1936, pp. 
328-39, 
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From the standpoint of local self- 
government, the most serious form of 
tax limitation is that product of the re- 
cent depression known as over-all or 
blanket limitation. The practice of cre- 
ating new tax units and the resultant 
piling up of tax levies through over- 
lapping jurisdictions led to a demand 
for limitations on rates of the blanket 
type, that is, limits that restrict the ag- 
gregate rate on the same property ir- 
respective of the number of jurisdictions 
The depression produced 
widespread agitation for limitations of 
this type, the leadership coming from 
those having large vested interests in 
real estate. Eight states, Georgia being 
the latest addition, now restrict taxes 
upon this broad basis. In Indiana and 
Washington the limitation is statutory, 
but in the other six states it is written in 
the constitution. The rates vary in 
these states from 1 per cent in Ohio to 
4 per cent in Washington. 

Tax-rate limitations, especially those 
of the over-all type, seem to have accom- 
plished little good anywhere. They fre- 
quently wreck the local units’ revenue 
system and force them to curtail local 
services beyond all reason. This in 
turn has encouraged excessive borrow- 
ing, defaulting, and the resort to various 
juggling devices to evade the limitations. 
It is noteworthy that most of the states 
adopting over-all limitations have re- 
sorted to the sales tax. 

In these circumstances local taxpayers 
are prevented from deciding what serv- 
ices they want and are willing to sup- 
port. Surely this is no contribution to 
the effectiveness or the responsibility of 
local government. Such limitations sel- 
dom, if ever, are based on expert opinion 
or careful planning with a view to the 
general welfare. They are rather the 
result of popular hysteria inspired by 
adverse economic conditions and the 
propaganda of large real estate interests. 

11 Ibid., p. 331. 
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It is difficult to see any advantage to 
the average homeowner in such restric- 
tions. Indeed, there would seem to be 
no advantage to anyone save the large 
real estate interests, and it may well be 
doubted if even this is permanent.” 
Happily, this tax-limitation movement, 
which for a time threatened to eliminate 
property taxation, seems now to be defi- 
nitely on the wane. 


STATE LIMITATIONS on LOCAL 
INDEBTEDNESS 


Closely linked with tax limitation is 
limitation of local borrowing. Herein 
lies one of the chief evils of the former 
device. Where both tax limitation and 
debt limitation are invoked, the result 
is likely to be, as previously suggested, 
defaulting, serious curtailment of neces- 
sary local services, hasty and thought- 
less resort to new taxes, or subterfuges 
of evasion. i 

Nearly all states have laws on the 
subject of debt limitation, and a ma- 
jority have constitutional limitations. 
These latter grew largely out of the 
prodigal use of local credit to finance 
various types of local improvement in 
the latter decades of the nineteenth cen- 
tury. The statute law on the subject is 
confined mainly to the last twenty-five 
years.* In all states having general 
laws on the subject, the limitation is 
stated in terms of the assessed valuation 
of the taxeble property in the local- 
ity. 
In the light of the foregoing discus- 
sion of assessment supervision, it is clear 
that this is a most inaccurate measure 
of borrowing capacity. This has been 
amply demonstrated in recent expe- 
rience. 

12 For a fuller discussion of the effects of 
tax limitation see group of articles in the Na- 
tional Municipal Review for November 1935. 

18 Ibid., pp. 631 ff. 

14 Lane W. Lancaster, “State Limitations on 


Local Indebtedness,” Municipal Year Book, 
1936, pp. 313-27. 
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Formerly such restrictions were purely 
constitutional or statutory, with no con- 
trol by state administrative officials over 
local authorities. Instead, restrictions 
were specifically stated in the constitu- 
tions or statutes and were enforced in 
the courts. In the past twenty years, 
however, according to Professor White’s 
recent study, 


there has been considerable tendency to 
substitute’ effective state [administrative] 
control of the incurring of local indebted- 
ness for the mere requirements of registra- 
tion or certification of legality which had 
developed in the last quarter of the nine- 
teenth century... . The present tendency 
is to limit this freedom by state admin- 
istrative action.16 


This would seem to de a wholesome 
development, provided the discretion of 
the state administrative officers is prop- 
erly limited to safeguarcing the solvency 
and financial stability of the local gov- 
ernments, and does not extend to the 
control of local policy. Such sweeping 
control as that granted in Indiana, Iowa, 
and New Mexico, for example, seems 
both unnecessary and unwise from the 
standpoint of the general welfare.’® 


STATE CONTROL OVER LocaL BUDGETS 


Closely related to, and to a consider- 
able extent overlapping, tax and debt 
limitations, is state supervision of local 
budgets. While budget legislation in 
general is a recent development, more 
than half the states now require that all 
or a part of their local subdivisions op- 
erate under budgets. As early as 1909, 
Indiana and Washington required their 


15L. D. White, Trend: in Public Adminis- 
tration, op. cit., p. 257. 

18 See F. G. Bates, “State Control of Local 
Finance in Indiana,” American Political Sci- 
ence Review, XX, No. 2 (May 1926), pp. 
352-60; The “Indiana Plan” in Iowa (Edi- 
torial), National Municipal Review, May 
1937; Carl R. Dortch, The “Indiana Plan” in 
Action, National Municipat Review, Nov. 
1938, pp. 525-29. 
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local governments to prepare their budg- 
ets in accordance with state-prescribed 
forms. In all but a few of these states, 
budgetary supervision is confined to a 
review and checking of the form of the 
local budgets so as to guarantee their 
conformance to state laws. In such 
states as Indiana, Iowa, and New Mex- 
ico, however, state administrative officers 
are granted discretionary powers with 
reference to the purpose, the wisdom, 
and the amounts of specific items in the 
local budgets. 

In Indiana the state has almost ex- 
clusive final authority over the budget 
levies of every local unit. Any ten tax- 
payers may appeal from the action of 
either the local legislative body or the 
recently created County Tax Adjust- 
ment Board to the State Board of Tax 
Commissioners. Under a 1937 act of 
the legislature all local budgets are auto- 
matically referred to the State Tax 
Board for review if the County Tax Ad- 
justment Boards fail to set a rate within 
the tax limits of $1.25 outside and $2.00 
inside incorporated cities and towns, 
with certain exceptions.*” 

In Iowa the State Board of Appeal, 
composed of the state comptroller, audi- 
tor and treasurer, will authorize deputies 
to hold hearings on a local budget if 
one-fourth of one per cent of the voters 
in the taxing district file a petition of 
appeal. The State Board may approve 
or reduce the budget but may not make 
increases. 

In New Mexico the State Tax Com- 
mission has the power to reduce local 
budgets without local petition. Its juris- 
diction extends to budgets of all local 
units, and it may disapprove any budget 
item with no appeal from its decision 
when made.*® 

In these three states local communi- 


17 Dortch, op. cit., p. 526. 

18 Wylie Kilpatrick, State Administrative 
Review of Local Budget Making (Municipal 
Administration Service, No. 3, 1927), p. 8. 
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ties are deprived of virtually all re- 
sponsibility for their financial programs. 
The state capital, not the county seat 
or city hall, is the final seat of authority 
for the determination of the wisdom or 
policy involved in local expenditures and 
indebtedness. The local residents con- 
tinue to pay the bills, but the ultimate 
financial decisions rest with officials ir- 
responsible to them.1® This would seem 
to be carrying state control farther than 
is desirable for the best interests of 
either the local government or the state. 
Judging from a recent criticism of the 
much publicized “Indiana Plan,” results 
have not been altogether satisfactory in 
Indiana.*° 


STATE FINANCIAL Arp TO LOCAL 
GOVERNMENTS 


A different, and in some of its aspects 
a relatively new, form of state central- 
ization is to be found in the various 
methods of affording state financial as- 
sistance to the local units of government, 
especially the increasing use of locally 
shared state revenues. Reference has 
already been made to the shift in sources 
of revenue from those that lent them- 
selves to local administration to more 
flexible sources which can be effectively 
administered only by the state. Since 
few of the modern taxes can be success- 
fully administered by local units, and 
since local expenditures are steadily in- 
creasing, it is inevitable that the cities 
and the counties, especially the latter, 
will lean more aud more heavily upon 
the state for financial aid. There are 
three channels through which this as- 
sistance can be extended: (1) state 
grants-in-aid for the support of specified 
functions; (2) sharing of state-collected 
taxes, in whole or in part, with local 
governments; (3) state assumption of 
local functions. These may be used 
singly or in combination. 

19 Ibid. 

20 Dortch, op. cdt., pp. 528-29. 
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The state grant-in-aid in its original 
conception was a grant to be matched 
by the locality for the purpose of stimu- 
lating needed local expenditures and 
thereby raising standards of service. 
The matching feature, although still 
used, has become less important in re- 
cent years. It was found that matching 
encouraged extravagance, and that many 
poor communities remained backward 
because of their inability to meet the 
matching requirement. Consequently 
minimum standards of expenditure have 
been set up, which in the poor local- 
ities are maintained largely at state 
expense. 

The grant-in-aid dates back to the 
early Colonial period in cur history. As 
early as 1646, Virginia, for example, en- 
acted a law providing for the training, 
at general public expense, oI two chil- 
dren of poor parents in each county.” 
The general development of the grant- 
in-aid as a device for controlling and 
directing local functions, however, is of 
comparatively recent date. Although 
grants-in-aid and locally shared state 
taxes are closely related, it has been 
customary to distinguish them. Usually 
the former is distributed to local units 
without great regard to the local origin 
of the funds 


and is usually the result of a complex of 
endeavors on the part of the state to relieve 
local tax burdens, to fulfill state responsi- 
bilities in the support of certain functions, 
to gain and exert controls, and at the same 
time to umprove the quantity or quality of 
services offered.?? 

State-administered locally shared taxes 
differ from grants-in-aid in that the 
amounts received by the localities de- 
pend solely upon the yield oi the specific 
taxes rather than upon state-determined 
standards of expenditure and perform- 


21 Hening, Statutes af Large, Vol. I, p. 336 

32 Russell J. Hinckley, State Grants-in-Aid 
(Special Report No. 9, New York State Tax 
Commission, 1935), p. 12. 
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ance. Locally shared taxes are usually 
distributed to local units in some rough 
proportion to the amount of money de- 
rived from the localities, and zre accom- 
panied by few specifications for the use 
of the funds. In general, with the ex- 
ception of motor-vehicle taxes, they are 
not distributed in support of any par- 
ticular services, but may be used for 
general purposes.’ Among the more 
important of these taxes are: gasoline 
taxes, taxes on motor vehicles, income 
taxes, sales taxes, corporetion and pub- 
lic utilities taxes. Recent studies indi- 
cate that those taxes are growing in 
both number and amount, that the 
source of the increase is largely new 
types of taxes, and that as the amount 
of revenue from them increases, state 
restrictions upon the localities increase.* 

Thus is raised in a new form the prob- 
lem of state centralization. With cen- 
tralization of tax resources and the dis- 
tribution of state-collected taxes to the 
localities, it is almost inevitable that 
there will follow more rigid state con- 
trol over those local functions supported 
by state taxes. Althoug’ locally shared 
taxes appear to have been resorted to 
in recent years largely as a means of 
resistance to such controls as ordinarily 
accompany grants-in-aid, as well as for 
property tax relief, both schemes lead to 
centralization and away from the tradi- 
tional type of local self-government. A 
recent study points out that “as the 
number of controls imposed on local 
government functions increase, shared 
taxes may evolve as grants-in-aid, the 
grant system being either an alternative 
or preliminary to actuzl state assump- 
tion of functions.” *® 


28 Ruth G. Hutchinson, State-Administered 
Locally-Shared Taxes (New York: Columbia 
University Press, 1932), p 34. 

24See Raymond Uhi and A. V. Shea, Jr, 
“State-Administered Locally-Shared Taxes,” 
Municipal Year Book, 193€, passim; Hutchin- 
son, op. cit., and Hinckley, op. cit. 

25 Ibid., p. 42. 
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Method of distribution 


The most important, as well as the 
most difficult, problem in connection 
with the sharing of state revenue with 
local governments is that of the method 
or measure of distribution. There has 
been no single uniform method, partly 
because there has been no single purpose 
of sharing such revenue. Among the 
methods used are the percentage or 
matching method, the equalizing grant, 
and the return of a fixed portion of a 
specific tax to the community from 
which it is supposed to have come. If 
one may assume that the promotion of 
the general welfare is the proper test for 
distribution, it would seem that the 
equalizing-aid device is the most effec- 
tive and the most economical. This 
method is, of course, designed to insure 
the distribution of funds to local com- 
munities according to their financial 
needs. The present tendency seems to 
favor a wider use of this method. Even 
this method, however, involves diff- 
culties and dangers against which’ care- 
ful safeguards must be erected if gross 
abuse is to be avoided. The difficulty 
of determining the relative needs and 
financial abilities of local governments is 
extreme. This has been especially true 
where the basis of distribution was the 
local assessed valuation. Obviously, 
there can be no equalization of aid 
based upon locally controlled assess- 
ments. The first step towards equaliza- 
tion of state aid is the equalization of 
local property valuations. 


Implications of state control 


An even greater danger arises in 
those localities where the support of 
public services comes almost entirely 
from the state. If there is not rigid 
control over expenditures in these com- 
munities, they are likely to become para- 
sites upon the state body politic. A 
recent writer has pointed to towns in 
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New York State receiving three-fourths 
or more of their income from the state, 
in which highway pay rolls contain the 
name of every able-bodied man in the 
town and some women,”® 

It seems clear that adequate control 
in those cases where the revenue comes 
primarily from state sources will leave 
only the shadow of local self-govern- 
ment. 

Herein lies the crucial problem of 
state-local relations. It seems ines- 
capable that state control will increase 
as state aid increases. As one solution 
for this problem, it would seem both 
wise and equitable for the state to de- 
mand that local units embody sufficient 
taxable wealth and population to carry 
at least a substantial fraction of the 
financial burden; and poor and thinly 
inhabited areas unable to meet this con- 
dition might well be taken over and ad- 
ministered directly by the state. This 
would not involve any impairment of 
the principle of local self-government, 
for the reason that local self-government 
in such areas is impossible. In no other 
way, it would seem, can wasteful ex- 
penditures and the perpetuation of gov- 
ernmental parasites be avoided. If this 
is done, it may be possible to avoid the 
third method of extending financial as- 
sistance, namely, state absorption of lo- 
cal functions. 

It may be stated incidentally at this 
point that space limitations will not per- 
mit consideration of such other impor- 
tant fiscal aspects of state-local relations 
as the supervision and installation of 
local accounts, state auditing of local 
accounts, reporting, and so forth. These 
devices are designed to aid the localities 
as well as to safeguard the state, and do 
not necessarily involve any serious en- 
croachment upon local government by 
the state. 


28 Mabel Newcomer, “Locally Shared State 
Revenues,” National Municipal Review, Dec. 
1935, p. 681. 
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CONCLUSION 

Any conclusions to be drawn from this 
discussion must of necessity be expressed 
in the broadest and most general terms. 
The problem of the proper relationship 
between state and local government will 
require much careful thought and re- 
search before it can be adequately 
solved, if it ever can. The most that 
can be done here is to set down a few 
guideposts: 

1. It must be recognized, first of all, 
that the problem is one of insuring to 
citizens the opportunity of intimate par- 
ticipation in their own public affairs on 
the one hand, and of providing a type 
of government capable of rendering effi- 
ciently the services demanded by citi- 
zens and of solving the problems of a 
twentieth-century society, on the other; 
to the end that truly democratic govern- 
ment may be maintained. 

2. It must be recognized that the ex- 
cesses of local self-government, as well 
as of state centralization, have seriously 
obstructed progress to this goal. Un- 
necessary and obsolete taxing and ad- 
ministrative units have complicated and 
hampered the problem of securing effec- 
tive local government. The abolition of 
perhaps a majority of those is an essen- 
tial of proper state-local co-operation. 
The trend towards centralization has 
also been aided and abetted by the 
weakness and incompetence of local 
authorities in the face of new responsi- 
bilities. 

3. A certain measure of state super- 
vision is not only inevitable, but essen- 
tial to the general welfare. The fortunes 
of local government are so inextricably 
entwined with those of the state that 
complete financial autonomy is impos- 
sible. 

4. Minimum standards of fiscal pro- 
cedure and functional performance 
should be set and maintained by the 
state, with an opportunity on the part 
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of local units to exceed these standards, 
and with responsibility on the local off- 
cials for results. 

5. Every effort should be made to 
improve local administration from 
within. Among the possibilities here’ 
are: (1) internal reorganization under 
a single executive head through the 
grant of home rule or the passage of 
optional forms of legislation, and (2) 
consolidation of counties, either geo- 
graphical or functional. Each of these 
proposals has its advocates, and actual 
experience with each has been had in 
one or more states. For example, the 
county-manager and county-executive 
plans have had five years of successful 
experience in Virginia. 

6. It should be remern-bered that effi- 
cient and responsible local administra- 
tion is more important than state cen- 
tralization. If democracy is to work at 
the apex of our governmental pyramid, 
it must first be made to work at the 
base. No structure is more secure than 
the foundation on which it rests. 

7. Consideration might well be given 
to the creation of a single central agency 
to serve primarily as a liaison between 
the state and local governments. The 
normal responsibility of such an agency 
would be to assist, to co-operate with, 
and to furnish information to, the local 
units, using control and regulatory pow- 
ers as a last resort to remedy conditions 
affecting the general welfare. 

8. Finally, there can be no arbitrary 
separation of state and lccal responsi- 
bility for providing and supporting pub- 
lic services. They must co-operate, or 
both will suffer. Centralization or local 
self-government must and will conform 
to the needs of the time. As Professor 
White has well said: 


The social profile shows centralization 
progressing at various rates of speed and 
reaching a “saturation point” at different 
stages. No specific demarcation of the 
useful limits of centralization can be sug- 
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gested which has any promise of stability. and responsibility; and the preservation of 
One may suggest as tests or standards the adequate democratic control.?7 

effective attainment of prevailing social 

ideals and objectives; the preservation of 37 White, Introduction to the Study of Pub- 
community and personal sense of initiative Hc Admunistration, op. cit., p. 185. 
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Politics of Integration in Metropolitan Areas 


By Victor JONES 


HE politics of integration are the 

most important aspect of the prob- 
lem. Experts can suggest any number 
of devices for complete or partial in- 
tegration. Technicians can draft stat- 
utes or charters and are prepared to 
supervise their installation. The diffi- 
culty, or the dilemma if the term is 
preferred, lies in securing legislative or 
electoral approval. Venerable and ac- 
cepted symbols are present on all sides 
to serve as material for the rationaliza- 
tion of opposition, sincere or otherwise, 
to integration. ‘There has been little 
success up to now in transforming the 
unfavorable stereotypes held by a large 
number of suburban dwellers, rural and 
small-town folk outside metropolitan 
areas, legislators from these groups, and 
jurists who construe constitutions, stat- 
utes, and charters. 

The configuration of attitudes in a 
metropolitan area toward a proposal to 
integrate local government is both static 
and dynamic. It tends to be static in 
that attitudes are rationalized around 
traditional conceptions of local self-gov- 
ernment. Migrants to the metropolitan 
area hold on to their conception of the 
local government pattern of their home 
village or small city. On the other 
hand, the heterogeneity of the metropolis 
presents a variety of stimuli to cause the 
voter to react in several possible ways 
to an integration’ proposal. 


DIVERSE INTERESTS 


Proponents of integration have failed 
to recognize the diversity of interests 
which might be used as bases of appeals 
for affirmative votes on integration pro- 
posals. They usually divide the elec- 
torate into voters of the central city, 
the suburbs, and, where constitutional 
amendments or statutes are required, 
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the rural and village districts of the re- 
mainder of the state. These groups are 
treated as if they were homogeneous, 
although supplementary appeals are 
sometimes directed to the electors as 
businessmen, professional men, laborers, 
or farmers. It is an error, however, to 
plan a campaign on the assumption that 
all residents of metropolitan areas out- 
side the central city are of one mind. 

There are many kinds of suburbs, 
even within the broad classifications of 
industrial and residential. The residen- 
tial suburbs may be predominantly com- 
posed of laborers, middle-class com- 
muters, or wealthy families; industrial 
suburbs may be under the influence of 
a single large corporation or they may 
contain many small and medium-sized 
plants. Suburbs differ fom one another 
according to their relative social and 
economic coalescence with the central 
city. Historical traditions are thick in 
suburbs which were originally founded 
as isolated towns or vilages, only later 
to be overwhelmed by the movement of 
population from the big city. Other 
suburbs have never enjoyed a distinct 
communal existence, having been cre- 
ated as real estate promotion schemes. 

In addition to distinccions which may 
be used to characterize municipalities as 
a whole, innumerable groupings of the 
residents representing w-de differences in 
economic status and power, religious af- 
filiations and attitudes, cultural contacts 
and background, party affiliations, occu- 
pational interests, and racial and na- 
tional loyalties, work within and across 
the boundaries of counties and munici- 
palities. The politics of a large city and 
its metropolitan area are, it has been 
well said, “as much of a tangle and as 
full of movement as a canful of angle- 
worms.” 


` 
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What groups in the metropolis have a 
special interest in the integration of lo- 
cal governments? What groups are op- 
posed to integration? What support 
have the advocates or the opponents of 
integration secured from groups “down- 
state” or “upstate”? How have these 
groups rationalized their interests and 
around what symbols have they built 
their rationalizations? And finally, what 
techniques of appeal or persuasion have 
they resorted to, and how success- 
fully have they employed these tech- 
niques? 


BUSINESS AND PROFESSIONAL 
GROUPS 


In many instances, agitation for a 
metropolitan government or for annexa- 
tion to another municipality is provoked 
by objections to specific situations such 
as unpopular officials, objectionable tax 
rates, or embezzlement of funds. With 
the passage of time or a change in the 
situation, the movement is exhausted. 
Many people feel that these proponents 
of integration are attempting to grind 
their axes. 

Although chambers of commerce are 
not primarily concerned with the or- 
ganization and administration of local 
government, movements for integration 
are most frequently initiated by busi- 
nessmen’s organizations or by civic 
groups dominated by business and pro- 
fessional men.! They have initiated and 
sponsored integration movements in sev- 
eral metropolitan areas, such as Pitts- 
burgh, Cleveland, St. Louis, and Phila- 
delphia. 

The Pittsburgh Chamber of Com- 
merce, for example, has for over three 
decades urged the inclusion of the out- 


1¥For a more extensive discussion, see the 
author’s forthcoming study of the integration 
of local government in the larger metropolitan 
ereas of the United States, to be published by 
the Bureau of Public Administration, Uni- 
versity of California, Berkeley. 
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side area and population within the city 
of Pittsburgh. Until 1921 the tradi- 
tional type of municipal expansion by 
annexation was promoted and encour- 
aged by the Chamber. Its activities 
were persistently opposed during that 
time by the League of Boroughs and 
Townships of Allegheny County. Be- 
tween 1921 and 1923 the Chamber was 
on record as favoring the creation by 
the legislature of an ad koc public works 
district to cover a large part of the 
county. The proposal was not vigor- 
ously pushed, however, and nothing was 
accomplished. Since'1923 the Chamber 
has in the main co-operated with other 
groups, including the League of Bor- 
oughs and Townships, in a long, and as 
yet unsuccessful, campaign to federate 
the local units into a county-wide gov- 
ernment to be known as Metropolitan 
Pittsburgh. 

The exceptional interest of Pittsburgh 
business leaders during the twenties in 
the creation of a metropolitan govern- 
ment was partly due to their chagrin at 
seeing the city ranked as the ninth in 
population—below Cleveland, Detroit, 
Boston, Baltimore, and St. Louis. A 
full-page advertisement in a local paper 
in 1928 declared that the problem fac- 
ing the city and its suburbs was to 
arouse a “metropolitan spirit” and to 
undertake a “comprehensive program 

. which shall strive to place Pitts- 
burgh and the Pittsburgh district in a 
position to meet and surpass any and 
all competition.” ? 

The desire of the Chamber for a met- 
ropolitan government that would further 
business interests is indicated by its 
work for the proposed charter submitted 
to the legislature in 1935. The Cham- 
ber took an active part in its prepara- 
tion. The State Senate passed the bill 
in essentially the form it was introduced, 
but the House amended the bill to pro- 
vide for the taxation of utility property. 

2 Pittsburgh Post-Gazetie, Nov. 1, 1928. 
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The Senate, on the demand of the 
Chamber of Commerce and the Metro- 
politan Plan Commission, refused to ac- 
cept the amendments, and the proposed 
charter died in conference. The same 
groups, supported by the League of 
Women Voters, the Civic Club of Alle- 
gheny County, the Pittsburgh Real 
Estate Board, and the Building Owners’ 
and Managers’ Association, brought 
about the defeat of a proposal on the 
ballot to establish a county public-utility 
administration as provided by an act of 
the 1937 legislature.* 

The faction of the Republican party 
under the leadership of Andrew W. 
Mellon and W. W. Atterbury, formerly 
president of the Pennsylvania Railroad, 
sponsored the movement for a metro- 
politan government for Allegheny 
County which was defeated at the polls 
in 1929. The chairman of the Metro- 
politan Plan Commission, which drafted 
the proposed charter, was J. T. Miller, 
secretary-treasurer of a suburban water 
works of which R. B. Mellon was presi- 
dent, 


Various groups 


There are many associations besides 
chambers of commerce which draw their 
membership from business and profes- 
sional men and women. Among those 
that at some time or other have pressed 
for a more integrated local government 
in the metropolis are: the Citizens’ Bu- 
reau, the Real Estate Board, the City 
Club, and the United Taxpayers’ League 
in Milwaukee; the Citizens’ Association 
and the Civic Federation in Chicago; 
the City Improvement League in Mont- 
real; the Civic Club of Allegheny 
County, the Allied Boards of Trade,‘ 
and the Taxpayers’ League of Allegheny 
County in Pittsburgh; the Citizens’ 
League in Cleveland; and the Common- 

8 Pittsburgh Sun-Telegraph, Nov. 3, 1937. 


4 Composed of forty-two civic and business- 
men’s organizations in the county. 
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wealth Club of California in San Fran- 
cisco.’ 

Tbe activity of most of these associa- 
tions has likewise been spcradic and 
their interest in integration specialized. 
Taxpayers’ leagues are obviously con- 
cerned with tax reductions, and they 
support consolidation schemes when 
they think economies can thereby be 
effected. They also tend to use every 
opportunity to attack the integrity of 
officeholders, and they cfter. find such 
an opportunity in a campaign for in- 
tegration. 

The Civic Club of Allegheny County, 
the Philadelphia Bureau of Municipal 
Research, the Cleveland Citizens’ 
League, and the Milwaukee Citizens’ 
Bureau have, on the otker hand, shown 
interest in all phases of the government 
of their respective metropolitan areas. 
These associations are largely respon- 
sible for the publicity given to the prob- 
lem over long periods of time. In the 
heat of the campaign preceding an elec- 
tion other groups climb on the band 
wagon, but in the long months of prep- 
aration, both in the metropolis itself and 
at the state capital, these are the asso- 
ciations that have kept persistently at 
work. 

Some businessmen, industrialists, and 
professional men are opposed to govern- 
mental change of any kind. The best 
example of such a grcup is the Phila- 
delphia Board of Trade, which in 1937 
opposed city-county consolidation for 
Philadelphia, along with four other pro- 
posed amendments to the State Consti- 
tution. The Board declared that 


each and every amendment is framed pri- 


5A general survey of local government in 
the San Francisco Bay area is now being pre- 
pared by the Bureau of Public Administration, 
University of California, Berkeley Among the 
topics included in the study is the political 
problem of securing pubkc and legislative ap- 
proval of alternative types of metropolitan 
government and of co-operation between ex- 
isting units of local government. 
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marily in the interest of selfish partisan 
political advancement, pernicious in pur- 
pose and so menacing as to afford dicta- 
torial control and relegation of the public 
ballot to rank as a mere perfunctory cere- 
mony.® 


Under the leadership of Ira Jewell Wil- 
liams, a corporation lawyer and an old- 
time Philadelphia Republican leader, 
and with the support of manufacturing 
and textile-mill interests, a state-wide 
attack was waged on the proposed 
Philadelphia city-county consolidation 
amendment and all other propositions 
on the ballot. 

Another type of business interest 
likely to be opposed to integration is 
that engaged in selling services or mate- 
rials to governmental units. The Ohio 
road material and equipment interests 
opposed the county home-rule amend- 
ment of 1933, which permits integration, 
and have worked against county reform 
throughout the state.’ 


LABOR GROUPS 


Organized labor and unorganized 
workers, even in the central city, often 
are suspicious of movements to integrate 
local government in the metropolitan 
area. In the first place, they suspect 
on sight anything initiated by, or under 
the auspices of, a chamber of commerce. 
Under the general policy, by no means 
confined to organized labor, of rewarding 
one’s friends and punishing one’s ene- 
mies, labor leaders fail to see why they 
should support part of the chamber-of- 
commerce program when at the same 
time the chamber is espousing the open 
shop or opposing labor legislation at the 
state or national capital. In the second 
place, they fear that any movement de- 
signed to reduce taxes will result in a 
curtailment of governmental services 
desirable or necessary to the laboring 
class. 

6 Philadelphia Inquirer, Oct. 29, 1937. 

T Cleveland Plain-Dealer, Oct. 17, 1933. 
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Another reason why organized labor 
is often opposed is that suggested 
schemes of metropolitan government fre- 
quently provide for a short ballot and 
the council-manager form of govern- 
ment. The ideology of labor—in and 
out of trades unions or labor parties— 
is still largely that of Jacksonian De- 
mocracy. It is believed that appointees 
in responsible positions are more likely 
to be controlled by business, industrial, 
and financial leaders than by labor. 

The two labor men on the 1935 Cuya- 
hoga County (Cleveland) Charter Com- 
mission were divided on the question of 
a county director with powers corre- 
sponding to those of a city manager. 
Max S. Hayes, editor of The Citizen, 
Cleveland Federation of Labor journal, 
voted for the manager plan, and W. J. 
Corrigan, labor attorney, voted against 
it. Corrigan raised the cry of “dictator- 
ship” and referred to the example of 
East Cleveland, where councilmen had 
to be recalled before the people could 
get at the manager.® 

The Toledo Union Leader recom- 
mended the rejection in 1935 of the 
proposed home-rule charter for Lucas 
County because it provided for a county 
manager and made the prosecuting at- 
torney an appointive officer. This stand 
was taken despite the fact that the presi- 
dent of the central labor body and two 
other labor leaders were members of the 
charter commission. The charter was 
defeated. At the same time, however, 
the first Toledo city council under the 
manager plan, adopted the year before, 
was elected by proportional representa- 
tion, and labor secured two of the nine 
seats. 

Another point of concern with labor 
is the possibility that certain employees 
will lose their positions as the result of 
integration. Here is a sharp clash of 
interest between labor and chambers of 
commerce and taxpayers’ groups, for the 

8 Cleveland Plain-Dealer, March 21, 1935, 
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latter hope that integration will reduce 
the total number of employees and lower 
the cost of government. In Milwaukee, 
on the other hand, organized labor did 
not oppose the transfer of city parks to 
the county, because they saw therein an 
opportunity to organize the county park 
employees. This they proceeded to do 
immediately after the transfer was ef- 
fected. 

Labor has not uniformly opposed the 
integration of local government. The 
formation of Greater New York was in- 
dorsed by labor leaders in 1896 before a 
legislative committee. Representatives 
of the Gilders’ Union and of the Hack 
Drivers Association expected consolida- 
tion to have a favorable effect on the 
housing and transit situation. Since 
1919 the Chicago Federation of Labor 
has been on record, in general terms, as 
favoring the integration of local govern- 
ment in Cook County. The Milwaukee 
Socialist party, with close ties to or- 
ganized labor, has for several years 
urged the integration of local govern- 
ment in that area. 

More assistance from organized labor 
might be secured if the proponents of 
integration would seek the views, advice, 
and participation of labor leaders during 
the early stages of preparing the pro- 
posal and drafting the legislation. 


POLITICIANS IN THE WOODPILE 


It is often said that politicians, from 
a desire to hold on to their offices 
and emoluments, present insuperable ob- 
stacles to integration. They prefer, 
moreover, to act as big frogs in small 
ponds rather than to be small frogs in 
a big pond. The fear that integration 
will result in a loss of deference is not, 
however, confined to public officeholders. 
Leaders in‘all kinds of suburban groups, 
such as boy scouts, chambers of com- 
merce, leagues of women voters, and 
luncheon and service clubs, are moti- 
vated by the fear of being swallowed 
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into the general membership of the re- 
spective groups of the metropolis. 

Politicians will openly oppose integra- 
tion only if they think it “good,” or at 
least “safe,” politics to Co so. If the 
dominant political party is cpposed to 
integration (and it can easily be brought 
around to this position by influential 
suburban party leaders, the natural re- 
luctance of party men to touch the 
patronage machine, and the downstate 
or upstate leaders’ distrust of integra- 
tion), it can usually manage to approve 
the movement locally and yet kill it by 
maneuvers in the rest of the state. Most 
integration movements hzve to clear the 
hurdle of an amendment tc the state 
constitution or the proposed scheme 
must originate in or be appreved by the 
state legislature. The part played by 
the state and local Republican leaders 
in the mutilation and ultimate defeat of 
the 1929 metropolitan Pittsburgh char- 
ter, although they openly espoused it, 
is probably the best example, in the field 
of metropolitan government, of death by 
embrace. Eight years later, when the 
Democrats were in power, despite the 
declaration of their leaders, including 
the Governor, that the 1927 proposed 
constitutional amendment to reconsoli- 
date the city and county of Philadelphia 
was strictly a party measure, they cam- 
paigned lackadaisically upstate, and the 
amendment was defeated. 

On the other hand, the reorganization 
of Nassau and Westchester counties 
(New York) was initiated, under pres- 
sure, and carried through the legislature 
and a successful electoral campaign, by 
the regular Republican organizations. 
Politicians, like other men, look suspi- 
ciously upon any potential threat to 
their job-security and personal income, 
but they are deference-hungry. It is 
less difficult for politicians to support 
reorganization and integration move- 
ments when a sizable portion of their 
constituents, as in Nessau and West- 
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chester counties, pay deference to the 
exponents and practitioners of economi- 
cal, efficient, businesslike administration. 
One key, then, to secure genuine party 
support and leadership is to alter the 
unfavorable or indifferent attitudes of 
the electorate, or to create new attitudes 
that can be evoked by old or new sym- 
bols and transferred into votes. 

Suburban politicians almost always 
strike a responsive chord when they ac- 
cuse the “machine” politicians of the 
central city of designing to pull, di- 
rectly or indirectly, the clean, graftless, 
orderly suburb into the social chaos of 
the big “boss-ridden” city. The central 
city is accused of attempting to ease its 
financial condition by “forcibly annex- 
ing” the taxable resources of the thrifty 
and graft-free suburbs. (To the sub- 
urban opponent of integration, any form 
or degree of integration is “forcible an- 
nexation.”) The suburbanites know 
that many of the facilities of the central 
` city may be used by them, making it 
unnecessary for the suburbs to be taxed 
to maintain similar facilities. 

Surburban officialdom is, as a rule, 
well organized, and finds a ready ear at 
the state capital for its cries of Wolf! 
Wolf! It has succeeded in many states 
in freezing an undemocratic impediment 
to integration into constitutions and 
statutes. The assent of a majority, and 
in California of all, of existing units of 
local government is required to integrate 
municipalities into a metropolitan gov- 
ernment. This is done upon the theory 
that the home-rule principle means that 
the corporate integrity of each and every 
unit of local government must be pre- 
served—irrespective of its population or 
of the degree of its economic and social 
coalescence with other units in the met- 
ropolitan area. The theory as applied 
in this manner allows a very small part 
of the total population of an area to 
veto any scheme, even though it is ac- 
ceptable to a large majority of the elec- 
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torate of the whole metropolis. The de- 
vice cannot be considered democratic 
which allows, for example, fewer than 
15,000 people who live in the smaller 
thirty-one of the sixty units of Cuyahoga 
County (Cleveland) to veto a plan 
which is approved by a majority of the 
electors representing the 1,201,455 in- 
habitants of the entire county. 


ATTITUDES OF PEOPLE OUTSIDE 
METROPOLITAN AREAS 


People who live outside metropolitan 
areas distrust the big city even more, if 
possible, than does the most confirmed 
suburbanite. After all, the suburban 
resident is a daily or occasional com- 
muter, and knows the city. Time and 
again, the rural and village voters have 
denied the right to a majority of voters 
in a metropolitan area to decide upon 
issues vitally affecting no one save the 
metropolitan resident. Unscrupulous 
opponents of integration (such as sub- 
urban politicians, county politicians, 
public-utility men, contractors, and sup- 
ply dealers) have told the rural and 
village voters that a large number of 
farmers would be brought under an ea- 
pensive and cumbersome form of city 
government if the local governments of 
metropolitan areas were integrated. 
City-county consolidation has been de- 
scribed to them as a subversive scheme 
to destroy the American constitutional 
system! Judging from the fate of sev- 
eral integration proposals, the majority 
of upstate voters believe such state- 
ments. 


MAKING INTEGRATION MARKETABLE 

The proponents of integration, then, 
must prepare a marketable article and 
undertake to sell it. Campaigns must 
be well planned, the details carefully 
executed by technicians, and the pro- 
posal systematically and persistently 
sold to the public and to politicians. 
This calls for the use of various propa- 
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ganda techniques. They are used by 
the opposition—thus far with almost 
complete success. It is not proposed to 
replace debate and discussion with de- 
ception and demagoguery; but it is quite 
clear that insistence upon the admin- 
istrative and fiscal need for integration, 
in however great detail it is presented, 
is not sufficient to change popular alle- 
giance to old concepts of local govern- 
ment. An academic presentation of the 
case for integrated local government will 
have no, effect upon them. Counter- 
attacks must be made frontally and by 
flank upon the symbol-reinforcing prop- 
aganda of the opponents of integration. 

To be successful, the proponents of 
integration will have to reorganize the 
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attitudes which are now elicited and 
reinforced by appeal to such symbols as 
local self-government, home rule, the 
little red schoolhouse, “Keep our govern- 
ment clean!” government close to the 
people, and, negatively, centralization, 
forcible annexation, autocratic and un- 
American, fascism, dictatcrskip, and cor- 
rupt city. Each of these symbols is 
charged with high emozional voltage, 
and, by comparison, many of the sym- 
bols used by the proponents of integra- 
tion arouse only a flicker of response. 
Symbols such as economy, efficiency, or 
Pittsburgh . . . 1,500,000 people evoke 
in only a few people central and domi- 
nating attitudes which can be translated 
into affirmative votes. 


Victor Jones, Ph.D., is research assistant in the Bu- 
reau of Public Administration and lecturer in the De- 
partment of Political Science at the University of 
California, Berkeley. He has published two bulletins 
in the Legislative Problems Series of the Bureau, en- 
titled “Transients and Migrants,’ and “Relief and 
Welfare Organization in California.” His study of 
the integration of local government in the larger metro- 
politan areas of the United States will be published 
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County Consolidation 
By J. B. SHANNON 


VERY epoch reflects some domi- 

nant intellectual note. Ours is an 
age of urbanization and industrializa- 
tion. In many respects the twentieth 
century, now approaching its mid-point, 
represents a reaction to the nineteenth. 
For three hundred years, a wide disper- 
sion of man over the unoccupied portions 
of the globe took place—centrifugal 
forces prevailed. A reverse process set 
in near the end of the nineteenth cen- 
tury as the frontier with its great open 
spaces came to an end and was suc- 
ceeded by a new frontier centralized in 
city growth induced by the centripetal 
forces of technology. 

The vast economic power manipulated 
by the Robber Barons soon remade the 
United States in terms of a centralized 
corporate industry. It was perhaps in- 
evitable that government should soon re- 
flect the same trends which dominated 
the economic life of the country. To 
cope with contemporary problems, to 
come to grips with national problems, it 
was necessary for government to create 
and use national institutions and to set 
up state-wide agencies rather than to 
employ. existing local governmental bod- 
jes. Citizens‘in a frontier-agrarian civi- 
lization were able to deal with their most 
fundamental problems individually and 
locally, but this is not true of industrial 
people. The folklore of the business 
élite came by gradual transition to be 
the symbols of governmental reformers. 
Efficiency, system, orderliness, budgets, 
economy, saving, were all injected’ into 
the efforts of reformers who sought to 
remodel municipal government in terms 
of the great impersonality of corporate 
enterprise. The inevitable next step was 
to include county government. 

The ideology of the Taylor Society 
was applied first to cities and then to 


rural institutions. Governmental insti- 
tutions were to be remade in terms of 
the ideals of efficiency held by big 
business. 


STUDIES OF GOVERNMENT 


As America became adult, she turned 
to the study of herself and her problems 
with the same serious-minded drive that 
she had earlier employed in “exploiting 
her natural resources. As scholars in 
the field of government studied more 
intensively, they began to talk of a sci- 
ence of government. That institutions 
of local government should come in for 
keen scrutiny was inescapable. Early 
political scientists and publicists not 
only were influenced by the severely 
scientific German approach, but brought 
into their study of rural government 
their ideas of corporate management and 
the advances in municipal managership. 

When the county was first studied 
seriously a quarter of a century ago, it 
is not surprising that it was dubbed the 
“dark continent of American politics.” 
In the eyes of the scientist or expert, 
county government was an incorrigible 
thing. Ever since, county government 
has been looked upon as a sort of coun- 
try cousin by its superior city relatives. 
As our agricultural population has pro- 
portionally declined, due in no small 
measure to the systematic exploitation 
of agriculture through a conscious na- 
tional policy favoring industry—the 
tariff—this attitude of-contempt for all 
things rural has continued to grow. 

The most prevalent form of agricul- 
tural government was the county—an 
importation from England with a faint 
odor of feudalism about it. Originally 
an administrative agency of the central 
government, it became a mongrel thing, 
partly an institution of local self-govern- 
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ment, partly an administrative subdivi- 
sion of the state. Its powers of local 
action were jealously restricted by the 
state, but its choice of personnel was 
left to the local population, and central 
supervision was slight. The folk up- 
rising known in American history as 
Jacksonian Democracy brought about 
the popular election of local officials. 
Indeed, by the middle of the nineteenth 
century, county government had become 
interwoven with the warp and woof of 
rural democratic mores. 


County CHANGES 


Technology has played havoc with 
county boundaries. Originally set up in 
a sort of helter-skelter fashion, partly 
to satisfy the factional needs of politi- 
cians, but more particularly to meet the 
convenience of citizens in a sort of rule- 
of-thumb fashion (that is, the ability of 
a citizen to reach by means of horse and 
buggy the county seat from the periph- 
ery of the area and return in time to get 
his milking done before sunset), the 
county no longer fits into the contempo- 
rary pattern. At the time of its creation, 
of course, this agrarian criterion approxi- 
mated an accurate standard of conven- 
ience. Meanwhile, time and space have 
shrunk as a result of the development 
of improved highways and high-speed 
automobiles. Originally an agency for 
satisfying the needs of farmers, the 
county has ceased to have any clear 
meaning at all. 

Counties vary in size from over 20,- 
000 square miles in San Bernardino 
County, California, larger than any of 
a half-dozen states, to twenty-five square 
miles in Arlington County, Virginia. 
Population varies no less widely, from 
approximately four million in Cook 
County, Ilinois, to less than two hun- 
dred in Loving County, Texas. Coun- 


1 William Anderson, The Units of Govern- 


ment in the United States (Chicago, 1934), pp. 
16-17, 
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ties find themselves with many times 
their former populations For example, 
in 1880 Robertson and Harlan counties 
in Kentucky did not vary widely in pop- 
ulation, having 5,814 in the former and 
5,278 in the latter; but in 1930 Robert- 
son had lost 42 per cent of its population 
with a bare 3,344 left, whereas Harlan 
had increased by 1,123 per cent to 64,- 
557. The first county has nothing but 
a narrow agricultural base to sustain its 
government. ‘Twenty-five years ago a 
spur of a railroad opened up the rich 
coal veins of Harlan, and wartime high 
prices did the rest. Thus the problems 
of that county have suddenly changed 
from those of a poor agricultural com- 
munity to those of a rich industrial 
community. 

Doubtless these features have been 
duplicated elsewhere. The result is that 
the American county is meaningless as 
a descriptive term. In some districts it 
has entirely lost its rura_ aspects and has 
been swallowed up by a municipality. 
In several cases counties have been lost 
in one metropolitan area. Here the 
county becomes an anachronism. Like 
Sieyés’ second chamber, if it performs 
the same functions as the city, it is 
superfluous; if it obstructs the city, it 
is obnoxious. More probably it will do 
the latter. 

In other words, in a Cynamic economy 
in which successive layers of natural re- 
sources are exploited by changes in tech- 
nology, the political -oundaries which 
applied to one type of economic life may 
not fit at all in the next stage of develop- 
ment. Wide diversity of types of eco- 
nomic wealth and rapid fluctuation in 
the demand for the kind of economic 
goods it produces may swiftly alter the 
economic adequacy of an administrative 
area or of a local governmental institu- 
tion. Political institutions whose re- 
source base has been mined out, cut 
over, or eroded away are too frequently 
evident in contemporary society. Politi- 
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cally static boundaries suffer in an eco- 
nomically dynamic world. 

It is here that the efficiency expert 
steps in. Looking at America’s three 
thousand counties, he is likely to say, 
“Abolish them. Consolidate them.” 
But this quick solution is not so easy 
when one probes deeply, for investiga- 
tion is likely to reveal that consolidation 
is not a facile matter. More than sur- 
face thinking is required of the student 
when confronted with these confusing 
matters, for he is brought face to face 
with the whole problem of administra- 
tive areas, as well as with the problem 
of the allocation of governmental func- 
tions, ` 


DECLINE oF COUNTY GOVERNMENT 


As already stated, the county is in 
part an administrative subdivision of 
the state and in part an agency of local 
government. By and large, the local 
government aspect is declining and state 
administrative integration is leaving the 
county with a bare minimum of powers: 
the authority to appropriate money, and 
the authority to fix a tax rate within 
maxima and minima determined by the 
state. State limitation of county debts 
and control over county budgets and the 
absorption by the state and Federal gov- 
ernments of (1) highway building, (2) 
public health service, (3) poor and old- 


age relief, (4) educational control and « 


supervision, and (5) state police force 
and crime control, leave the county a 
shell in which the lifeblood of local gov- 
ernment has gradually ebbed away. 

If this trend continues, as it seems 
likely to do, since the agencies of gov- 
ernment tend to follow the areas and 
contours of the problems with which 
they grapple, then the county will serve 
only as a convenient administrative sub- 
division. But if the county is to be an 
administrative device, certainly its per- 
sonnel and actions should not be de- 
termined by popular election. Such 
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practices violate the most elementary 
principles of sound administration. If 
this continues, the county deserves to 
and eventually will wither away as the 
Marxian state is supposed to, because 
of an atrophy of its functions in the new 
social order. 

But why is the process of atrophy so 
little evidenced by actual consolidation? 
Though advocated for a quarter of a 
century, little consolidation has taken 
place. Such amalgamations as have 
taken place have been chiefly where 
municipal and county areas were ap- 
proximately coextensive or where a rural 
county was absorbed by an adjacent 
metropolitan county. In Denver, Los 
Angeles, Philadelphia, Chattanooga, and 
Atlanta, steps have been taken in this 
direction. In 1919 the consolidation of 
James County with Hamilton County in 
Tennessee was regarded as a trail blazer. 
The absorption of Milton and Campbell 
counties by Fulton in Georgia has re- 
cently been described by experts as an 
act of charity on the part of the urban 
county. The County Judge of Rhea 
County, Tennessee, remarked a few. 
years ago that the Chickamauga Dam 
of the Tennessee Valley Authority would 
bisect his county and flood its best lands, 
but the debt of his county was so high 
and the tax base so low that no county 
would want to consolidate with her. 


THE EMOTIONAL ELEMENT 


The obstacles to consolidation are real ` 
and genuine. Human beings are essen- 
tially creatures of custom. Graham 
Wallas sagely observed years ago: “As 
soon as any body of men have been 
grouped under a common political name, 
that name may acquire emotional asso- 
ciations as well as an intellectually ana- 
lysable meaning.” ? Thus habit or cus- 
tom, reinforced by human inertia, makes 
it exceedingly difficult to change. 

3 Graham Wallas, Human Nature and Poli- 
tics (New York, 1921), p. 102. 
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This is particularly true of rural 
areas, The rural county and its off- 
cials form a human institution. It is 
not always logical, it is seldom efficient, 
but it affords an opportunity to express 
many genuine human emotions. People 
are able to act in a practically face-to- 
face community. The citizen person- 
ally knows his own officials and can call 
them by their first names. He is more 
confident in his ability to make a choice 
locally than in a larger area. Some 
years ago a newly enfranchised woman 
voter vouchsafed the opinion that she 
was much better qualified to choose lo- 
cal officials than national and state offi- 
cials, since she knew the former per- 
sonally and could value their characters, 
while she dealt at a distance with na- 
tional and state officials. 

The sporting impulse is as eager for 
the biennial or quadrennial local elec- 
toral contest as it was for the excitement 
of a horse race at the old county fair. 
One can support and wager upon the 
contestants. The election affords an 
opportunity for an expression of human 
charity and kindness by the selection 
of the lame, the halt, and the blind for 
public office, and thereby soothes certain 
worth-while human emotions. More- 
over, there is an element of personal 
wooing in the local electioneering which 
gives a feeling of significance even to the 
humblest, in striking contrast with “the 
fatalism of the multitude” in national 
elections, commented upon by Lord 
Bryce. 

However ridiculous the county may 
appear to financial experts, however in- 
effective it may seem to administrative 
reorganizers, yet it satisfies a genuine 
human want, albeit it may prove an 
expensive luxury. In some respects the 
small county is an ideological survival 
in contemporary politics of the ancient 
Greek city-state, with an added element 
of equalitarianism. It is the family and 
the neighborhood writ large. The small 
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size of the population and the extended 
degree of personal acquaintance make 
for a community organic in character, 
where individuality and Fuman person- 
ality find numerous facets of expression. 
To point out that very frequently these 
matters are delusions does not materially 
lessen their democratic emotional appeal. 

Against this ideal is set the conception 
of the efficient administrative bureauc- 
racy—perhaps a survival of the Roman 
imperial idea. Efficiency, rather than 
democracy, is its chief end. It is demo- 
cratic, however, in so far as it secures 
goods and services for ics people. Its 
greatest emphasis is upon for the people 
rather than by and of, if the celebrated 
Lincoln trilogy may be employed once 
more. To this extent perhaps it is Aris- 
totelian. 

However, many less ideal considera- 
tions are involved. The vested interest 
of county officials is a pcwerful obstacle 
to consolidation. Oddly enough, the 
poorer the county, probably the more 
intense the opposition io elimination; 
for the fewer the job opportunities, the 
greater the necessity of holding on to 
existing jobs. In tbe South, where the 
county is more typical of local govern- 
ment than elsewhere, frequently the 
county is an agency utilized by the lo- 
cal mercantile-lawyer-banker-well-to-do- 
landlord governing class in exploiting 
farm labor and farm tenants, as well 
as the Negro. The clcser the govern- 
ment the greater the <yranny, as or- 
ganizers of labor have cften discovered. 
To disturb the present relationship 
would be to upset the balance of class 
relations and cause a severe disturbance 
to the status quo. 


INCOMPATIBILITY OF COUNTIES 


Sometimes counties have followed in 
a rough fashion the areas of fertility of 
soil. Here the absorption of poorer 
counties by the more fertile land or 
wealthier counties would acd to the tax 
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burdens of the latter because of the need 
to provide greater services for the less 
fortunate county. In addition, the poor 
and more infertile counties represent a 
different set of mores from the wealthier 
‘counties. For example, the proposal to 
annex Union County, Tennessee, already 
split in several directions and its best 
soil flooded by the Norris Reservoir, to 
adjacent Knox County, with an urban 
center at Knoxville, brought the protest 
that it would subject the Union County 
people to the evil influence of the urban 
center where liquor was sold either le- 
gally or illicitly.* 

Not infrequently the annexation to a 
larger urban center would bring clashes 
between the more emotional and the 
more formal religious groups in their 
indirect efforts to direct the moral and 
political behavior of the community. 
The lines of social cleavage may be 
fairly well drawn between the rich val- 
ley counties of a river region and the 
headwater hill counties. For example, 
in Kentucky a bluegrass county with 
very fertile soil, where, under the super- 
vision of a group of well-to-do farm- 
ers every road in the county has been 
surfaced with concrete or asphalt so 
that automobiles may go anywhere in 
the county, would be reluctant to amal- 
gamate with a neighboring less fertile 
county which borders on a small river, 
many of whose roads are well-nigh im- 
passable. To consolidate these two 
counties would arouse all sorts of con- 
flict. It would be bitterly opposed by 
the richer county as a charitable under- 
taking in which a poor relative was 
taken care of, and resented by the 
poorer county as a loss of identity in 
the larger and more socially aristocratic 
county. 

These are intangible things, but they 
afford difficulties frequently insuperable. 
The plea of economy is too cold for 

8 Maynardsville (Tennessee) Newsette, Spring, 
1939. 
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many, and generally too remote for the 
majority who pay few if any direct 
taxes. Only by state-wide action is it 
possible to give intelligent administra- 
tive direction to any rearrangement of 
county boundaries. 


MACHINE Potitics 


Further, any consolidation of counties 
will mix into machine politics. Every 
county seat is the site of a political ma- 
chine, perhaps two or three machines, 
which are the very flesh and blood of 
political power in the state and the Na- 
tion. To cut off one of these nerve cells 
is a dangerous procedure. Where there 
is a considerable urban center, fre- 
quently there is intense rivalry between 
municipal and county machines in state- 
wide contests. To alter county bound- 
aries or to consolidate city and county 
governments would run athwart the 
wishes of the real wielders of power in 
many communities. Efforts to consoli- 
date by popular or legislative action 
would probably result in a kind of 
gerrymandering of which Congressional 
districts show such excellent examples 
now. 


CRITERIA FOR CONSOLIDATION 


Finally, in a scientifically conducted 
consolidation, the matter of criteria for 
consolidation arises. Numerous sugges- 
tions have been offered. First of all, the 
test of area might be applied, as in the 
frontier period; but in terms of what 
transportation machine shall distance be 
measured—the automobile, the airplane, 
or what? This brings us face to face 
with the matter of topography, for ob- 
viously distance can be covered more 
swiftly on the plains of Kansas than in 
the Rocky Mountains of Colorado. But 
topography is further influenced by the 
presence or absence of good roads, so 
no easy yardstick is discoverable. Fur- 
ther, there is no conclusive evidence to 
show that a large area is more eco- 
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nomically administered than a smaller 
one.* 

In the second place, population has 
been suggested as a possible measure of 
an administratively efficient unit. Here, 
however, area complicates affairs. For 
example, the sparsely populated areas 
of Wyoming or the Dakotas are 
scarcely comparable with the more 
densely populated areas of the Iowa 
farm lands, 

A third measure has been suggested, 
that is, the adequacy of the economic 
base of the region to be administered. 
Here likewise the problem is not a sim- 
ple one. What measure can be applied? 
The tax assessment test is notoriously 
inadequate either in its aggregate or on 
a per capita basis. The per capita 
wealth of a community is a far better 
measure than either of the above, but 
this leads to an investigation of the 
whole economy of the region. Despite 
its defects and complexity, this seems 
the most reasonable and feasible ap- 
proach to the whole problem. It is to 
be remembered that no final conclusion 
has been devised in international rela- 
tions for determining the exact bound- 
aries of states. The failure of the 
Treaty of Versailles eloquently testifies 
to the difficulty. Of course, local bound- 
aries such as those of counties are not 
complicated by economic tariff barriers, 
although a difference of tax burdens may 
affect the outlines of the problem. 

In other words, what seems prima 
facie a simple problem amplifies itself 
into the very foundations of state life. 
How is unity in the midst of diversity, 
integration in the midst of decentraliza- 
tion, to be obtained? Reconciliation of 
these opposites is not easy. Probably 
the most intelligent approach is through 
the device of comprehensive social sur- 
veys. 

t Edward B Schmidt, County Consolidation 


(Nebraska Studies in Business, No 36, Lincoln, 
1937), p. 50-52. 
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NATURAL SUBDIVISIONS 


To arrive at any conclusion, examina- 
tion of a number of factors must be 
undertaken. ‘One of these is the geo- 
graphical natural subdivisions of a com- 
monwealth or state. A watershed of a 
river is one of the most suggestive fea- 
tures for study. America has but re- 
cently become conscious of the need for 
utilization of her water wealth. The re- 
gional development of the Tennessee 
Valley area pcints the way to the multi- 
ple problems of the utilization of water. 
Projects like those of the Columbia and 
Colorado rivezs suggest the probability 
that in both arid and humid districts 
rivers will come into their own again, 
even as they have been at the core of 
human activity throughout the history 
of man. As hydropower comes to be 
utilized as ons of the forces of produc- 
tion, there is a possibility not only of a 
decentralization of industry but also of 
a decentralization of political power 
along regional lines. 

River watersheds frequertly include 
three or more fairly clear economic divi- 
sions. In the rugged mountains or hills 
where slopes zre steep, minerals are pres- 
ent. Lower down, the water sweeps 
through agriculturally fertile valleys and 
then empties into a larger stream, gulf, 
or bay, where towns or cities of com- 
mercial and industrial importance are 
likely to be located. As the mineral or 
timber base of the upper region is ex- 
hausted, that section must be devoted 
to recreation and conservation purposes. 
In such districts, through necessity 
sparsely populated, there is a unity of 
economic life with its consequent tend- 
ency to develop a like cultural pattern 
which may well become the nucleus for 
formal organization into a unit of gov- 
ernment. Not only may it be an ad- 
ministrative unit or an agency of local 
government, but it might well become a 
unit of representation in national and 
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local government. This is especially 
true if the single member district system 
of representation is to be continued. 

In other words, if the consciousness 
of kind is to grow—a condition prece- 
dent to real community interest and 
necessary for effective local government 
—the more ways the people come to feel 
the common unity the better. Little in- 
ducement to unity can be developed by 
belonging to the 76th legislative district, 
the 29th senatorial district, the 15th ju- 
dicial circuit, and the 14th Congressional 
district. If areas of economic and cul- 
tural similarity can be discovered which 
in a fashion follow approximate nat- 
ural frontiers, then a basic considera- 
tion in'local government will have been 
achieved. 

It will be objected, of course, that no 
such arbitrary natural subdivisions exist. 
This may be admitted in part without 
destroying the validity of the argument. 
The question resolves into a problem of 
scientific classification. No two leaves 
are alike, but there is a certain similarity 
among all leaves. This does not prevent 
the classification of leaves into maple 
_ and oak, 

It is appropriate to point out the 
growth of rural electrification co-opera- 
tives, and the development of soil con- 
servation districts by the Agricultural 
Adjustment Administration, as likely to 
give a new content to local government; 
but it would be pouring new wine into 
old bottles to try to revivify and rein- 
vigorate the present counties. In too 
many cases rural electrification probably 
has already led to this result. With the 
hydroelectric rural co-operative age on 
its way, the seats of productive power 
should be the genuine centers of local 
government. If these administrative 
areas tend to coalesce with the judicial 
and legislative areas, the forces of habit 
will freeze them into a local custom and 
develop a communal consciousness which 
will be the basis of genuine regional lo- 
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cal government. The more closely these 
core areas are linked to the cultural 
heritage of the people, the better it is 
for a swift evolution of regional con- 
sciousness. It is in the development of 
these new areas that progress must be 
looked for. When these new areas take 
on vitality, the old units will gradually 
atrophy and slough off, even as the 
township and the school district have 
done in the past. 


THe FUNCTIONAL ASPECT 


There is considerable evidence, how- 
ever, that unless there is more balance 
between the farm and the metropolis, 
geography may have less and less sig- 
nificance in the state. Functionalism is 
certainly on the increase at present. It 
is not membership in the general citi- 
zenry of the community that is impor- 
tant to the average citizen. Rather it 
is his participation in his trade union, 
his farm bureau, his chamber of com- 
merce, that is significant. These are the 
dynamic forces which dominate our poli- 
tics, as evidenced by the presence of 
pressure groups. Unless class conflict is 
warded off, there is considerable evi- 
dence that local government will prob- 
ably center around a plant or a produc- 
tive unit rather than a geographical area. 

It may be added that the prospect of 
alteration in county boundaries and 
consolidation of counties is likely to 
grow only when the social and economic 
dynamics make such alteration expe- 
dient. In Tennessee, where considerable 
legislation providing for county consoli- 
dation was passed during 1939, it had 
the powerful backing of Ed Crump, 
“boss” of Memphis. Living in an in- 
dustrial center which is likely to have 
to pay taxes to maintain poor counties, 
Mr. Crump is in position to advocate 
county consolidation. It was his candi- 
date for governor that advocated and 
subsequently pushed through such legis- 
lation, though it must be admitted that 
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the prospect for the utilization of the 
opportunity offered is not encouraging. 

This is perhaps symptomatic of what 
may be expected if the present concen- 
tration of population in urban centers 
continues. Inequality of tax base and 
consequent inequality of governmental 
services (for it is a truism thai the state 
is becoming more and more a service 
agency) continue to lead to state-wide 
taxing and supplying of services. In 
turn, the heavy urban tax base will in- 
sist upon the elimination of unnecessary 
counties and the development of more 
efficient and effective administrative 
areas. When trade unions see the im- 
portance of modifying local government 
because of its functions in control of 
labor conditions, something more than 
the cold symbols of efficiency and econ- 
omy may prove effective. Labor and 
possibly farm bureau pressure groups 
may be brought to unite. Then only 
can we expect rapid progress in any 
kind of consolidation. Realistic stu- 
dents must admit that at present the 
probability of such merger is rather 
slim. 

It is a real challenge to social science 
to discover, by a careful investigation of 
the whole economy of areas, the genuine 
cultural and “natural” units which will 
tend to supplant the present outmoded 
areas. Research can bring these mat- 
ters to the attention of powerful pres- 
sure groups. Thereby, the objective of 
more efficient and realistic administra- 
tive areas may be attained with some 
celerity. However, it is probable that 
until the scholar can show how the 
stream of power can be canalized and 
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a proliferation of cultura. regions har- 
monized into an organic unity, the 
change of political boundaries will be 
slow. Only when social scientists have 
made this achievement can they expect 
or deserve to expect the enlargement of 
the areas of local government. The road 
ahead is a long one, but it is a very defi- 
nite challenge to the scientist to sup- 
plant accident by knowledge. 


TREND TOWARD DECENTRALIZATION 


In summary, it may be observed that 
the lines of difference between rural and 
urban government are being softened 
rather than sharpened. Suburbaniza- 
tion is blurring the distinctions between 
the two. As this is written, megalopoli- 
tanism seems on the defensive in Europe. 
Huge metropolises are being evacuated. 
People of Paris and London, for exam- 
ple, may spend from three to ten years 
in the countryside. The present world 
war may well bring the much discussed 
industrial decentralization. If it hap- 
pens in Europe, it will come to America 
as well. The development of a low- 
resistance conductor of electric power 
will tend to eliminate still further urban 
and rural differences. It is here that the 
balance between country and city—the 
equilibrium between the natural and the 
man-made—may be obtained. When 
and if this trend becomes dominant, it 
is probable that the existence of munici- 
pal and county governments in the same 
area will disappear. Counties and cities 
may well merge in a genuine local gov- 
ernment, for the decentralization of eco- 
nomic power may permit the decentral- 
ization of political power. 


J. B. Shannon, Ph.D., ts associate professor of politi- 
cal science at the University of Kentucky, Lexington. 
He was formerly research assoctate for the Regional 
Planning Department of the Tennessee Valley Author- 
ity, and is the author of “Henry Clay, Political 
Leader,” and of “Happy Chandler, A Kentucky Epic.” 
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By Wurm T. R. Fox and ANNETTE BAKER Fox 


NCE again municipal government 
is meeting new demands by piece- 
meal adaptations of old forms. To the 
student of public administration preach- 
ing the virtues of integration, this must 
seem a backward step. Like the Port 
of London Authority from which their 
name is derived, the new authorities 
which have been created lack the inde- 
pendent tax-levying powers of the older 
units; they finance themselves through 
the power to borrow against anticipated 
revenues. 

The recent increase in the birth rate 
of special public corporations on the 
municipal level has redirected attention 
to those extra layers of government in 
the larger urban areas whose jurisdiction 
includes (and may extend beyond) the 
area of the central municipality. The 
Bureau of the Census lists such units for 
sixty-two out of the ninety-four largest 
cities in its 1936 Financial Statistics of 
Cities. Most widespread and in many 
cases most ancient is the independent 
school district, which in ninety-nine of 
the 191 cities with population of 50,000 
or more has undivided control over its 
own budget. Newest is the housing 
authority, which has been set up in 229 
communities, including twelve out of 
the fourteen largest cities. Of the 175,- 
000 independent units enumerated by 
William Anderson in his Units of Gov- 
ernment in the United States, very few 
are in the category treated here. Yet 
each affects the lives of thousands and 
in some cases millions of persons. Table 
1 includes sixty-one in the twenty-six 
largest cities. 


MOTIVES FOR SEPARATE INCORPORATION 


The earliest justification for such 
units was that the new function had to 
be kept “free” of politics and politi- 


cians; so separately incorporated school 
districts were created. Similarly, the 
transfer of the earlier private corpora- 
tion or association libraries to public 
auspices was achieved with the under- 
standing that they remain “out of poli- 
tics” and therefore independent. Where, 
as with Philadelphia and Pittsburgh, the 
boards are partly or wholly self-perpetu- 
ating, the special unit may be freed not 
only from politics but from any form 
of public control.t 

True or false, belief in the efficacy of 
independence persists and was used 
among other arguments to justify the 
independence of the housing authority. 
Proponents of any new governmental 
function, both lay and expert, tend to 
favor independence because it frees them 
from making administrative or political 
concessions necessary in an integrated 
administration. Legal independence is 
not, however, certain to prevent political 
pressure. With regard to education, 
Henry and Kerwin found indications 
that application of such pressure was 
just as frequent in the case of inde- 
pendent schools as in others.? In fact, 
an intensive study of the Chicago school 
system’s relations with the municipal 
government showed that in the absence 
of legal integration, “the stage is set and 
will continue to be set for integration 
under other auspices—those of machine 
politicians and the financial overlords.” ® 

State political bosses have sometimes 


1 Carleton Bruns Joeckel, The Government 
of American Public Libraries (Chicago’ Uni- 
versity of Chicago Press, 1935), pp. 89-90, 
180-81. 

2Nelson B Henry and Jerome G. Kerwin. 
Schools and City Government (Chicago: Uni- 
versity of Chicago Press, 1938), pp. 92-93. 

8 John A. Vieg, The Government of Educa- 
tion m Metropolitan Chicago (Chicago. Uni- 
versity of Chicago Press, 1939), p. 255. 
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TABLE 1—INDEPENDENT AGENCIES IN PRINCIPAL CITIES oF THE UNITED STATES 





























Housing ib Se os Miscellaneous 
Cities School Authonty Park | Library ver Patina 

New York .. rae xxxxx* 
Chicago .. Ee x x xt 
Philadelphia ... . 3 x x x7 V 
Detroit 
Los Angeles. x x$ 
Cleveland x 
St Louis ; x 
Baltımore x 
Boston . xt 
Pittsburgh x x a7 
San Francisco 
Washington 
Milwaukee xe 
Buffalo x x4 x™ 
Minneapolis. ae xe 
New Orleans x x” 
Cincinnati .. : x 
Newark : 
Kansas City, Mo. . x 
Seattle ... i x x° 
Indianapolis x 
Rochester 
Jersey City . . 
Houston x x xP 
Louisville 
Portland x x xe 

Total 13 5 5 2 14 














Sources: For schools, Henry and Kerwin, Schools and City Government; ‘or housing, 
National Association of Housing Officials, Housing Yearbook, 1939; for libraries, Joeckel, 
Government of American Public Libraries; other data derived chiefly from Bureau of the Census, 
Financial Statistics of Cities, 1936. Because of the various sources, the definition of an 
“independent agency” may not be uniform throughout. 

a By state law a “noncorporate” agency. 

è Both Chicago Park District and Cook County Forest Preserve District. 

¢ Milwaukee Sewerage District. 

d Buffalo Sewer Authority. 

* Minneapolis-St Paul Sanitary District. 

f Philadelphia Authority. 

° Allegheny County Authority. 

4 Triborough Bridge Authority; New York City Tunnel Authority; New York City Park- 
way Authority; Port of New York Authority; Planetarium Authority. 

* Chicago Exposition Authority (quiescent). 

? Delaware River Joint Commission. 

* Metropolitan Water District. 

t Massachusetts Metropolitan District (park, sewage, and water). 

™ Buffalo-Fort Erie Peace Bridge Authority. 

* Levee District. 

e Port District. 

? Navigation District. 

€ Port District. 
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parodied municipal reformers in their ef- 
forts to make a given municipal activity 
independent of the city hall and, inci- 
dentally, dependent on the state capital. 
Although no longer common, such an at- 
tempt was made in the Pennsylvania 
State Legislature in 1939 regarding the 
Philadelphia police. 

Since the political boundaries of the 
metropolis never coincide with social and 
economic boundaries, a jurisdictional 
problem is created which is another 
cause for the incorporation of special 
units with powers extending beyond the 
area of the central municipality. Such 
are the Massachusetts Metropolitan Dis- 
trict and the Chicago Sanitary District. 
Independent incorporation is probably 
the only solution for interstate problems 
of the type the Port of New York Au- 
thority was called upon to solve. In 
other cases, the creation of the metro- 
politan ad koc authority has been a sub- 
stitute for annexation of adjacent sub- 
urbs. Studenski calls it “essentially a 
makeshift” not answering conclusively 
the problem of integration of govern- 
ment in metropolitan areas. Lepawsky 
sees them as more than substitutes for 
annexation, suggesting that “it is not 
impossible that the large ad koc author- 
ity will develop into a compendious unit 
or metropolitan government incorporat- 
ing many functions of a consolidated 
municipality.” 5 

Corporate independence for newer ac- 
tivities of government is sometimes justi- 
fied on a third ground—that it affords 
the administrative flexibility necessary 
to a function with unsettled techniques, 
and freedom from red tape necessary 
for efficient operation as a business en- 
terprise. A proponent of the independ- 

+ Paul Studenski, The Government of Metro- 
politan Areas in the United States (New York: 
Netional Municipal League, 1930), p. 341. 

5 Albert Lepawsky, ‘Development of Urban 
Government,” Urban Government (Washing- 


ton: National Resources Committee, 1939), p. 
32. 
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ent housing authority, who as an official 
of the Public Works Administration was 
instrumental in securing the passage of 
housing-authority legislation, says: 


The use of a housing authority as an in- 
strumentality for undertaking and financing 
low-rent housing projects is a sound, fea- 
sible, businesslike way of approaching the 
low-rent housing problem. The authority 
can be managed by experts trained in this 
highly specialized and technical field. Its 
lack of power to tax, to exercise police 
power, to enact penal ordinances, to regu- 
late the use of streets, to license—all are 
factors which meet with the approval of 
those who are concerned with the threat of 
rising taxes and overlapping governmental 
functions.® 


An opponent of the authority form 
has argued that American experience 
with municipally operated waterworks is 
a sufficient answer to this type of claim.” 
Some students of metropolitan govern- 
ment acknowledge the efficiency of an 
authority as an agent for the construc- 
tion of important public works but 
doubt its utility as an operating body, 
when the monotonous duty of mainte- 
nance may bring about a deterioration 
in the spirit and personnel of the au- 
thority. 


Evasion of restrictions 


A powerful motive for independence 
is the comparative ease with which an 
authority may be created or continued, 
in comparison with the difficulty in re- 
moving constitutional or legal restric- 
tions binding the general municipal cor- 
poration. In approving the creation by 
the state of an independent Sewer Au- 
thority, a Buffalo City Council resolu- 
tion frankly stated that “the City be- 
cause of its constitutional debt limitation 

6E H. Foley, Jr., “Legal Aspects of Low- 
Rent Housing in New York,” 6 Fordham Law 
Review 1 (Jan. 1937), p. 11. 

7 Horace A. Davis, “Borrowing Machines,” 
National Municipal Review, XXIV (June 
1935), p. 331. 
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cannot finance this undertaking by bond 
issue.” Likewise in Philadelphia, which 
was caught between the upper millstone 
of an already exceeded constitutional 
debt limit and the nether millstone of 
an order from the state to cease pollu- 
tion of adjacent rivers, the Philadelphia 
Authority was created. Obviously au- 
thorized for its debt-incurring potentiali- 
ties, this Authority is legally enabled to 
borrow for many types of public works. 
The Chicago Sanitary District is a much 
earlier example. 

Frequently this circumvention of an 
apparently clear constitutional limita- 
tion on local debt has been justified by 
asserting that the independent corpora- 
tion carries on a state function. The 
separate debt-incurring power of the 
Buffalo Sewer Authority was upheld in 
Robertson v. Zimmerman® on the 
ground that sewage disposal was a state 
concern. Yet two years later, in Mc- 
Cabe v. School District, City of Troy, 
the highest New York Court stated: 


If this city school district can be created 
as an entity, separate and apart from the 
municipal corporation, upon the theory that 
the state is thus making the city school 
district its agent, because education is a 
state purpose, so also may special districts 
be created in the same way for police, fire, 
and health ... Thus not only will the debt- 
borrowing capacity of cities be allowed to 
expand, but these separate districts will be 
able to incur indebtedness without any 
constitutional limit whatsoever. 


The new Public Housing Law in New 
York State provides for a 2 per cent rise 
in a city’s debt limit for housing pur- 
poses, thus partially removing the need 
for a separate debt-incurring body for 
public housing. 

A strong argument made for inde- 
pendent authorities and the exemption 
of their debt from the limit of the mu- 
nicipality is that the authority’s projects 

8 268 N. Y. 52, 196 N. E. 740 (1935). 

9274 N. Y. 611, 10 N. E, 2d, 576 (1937). 
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are self-liquidating and its debt backed 
only by its own revenues. However, 
special revenue bonds outside the regu- 
lar debt limit have long been used in 
many states to finance municipal under- 
takings such as sewers and water sup- 
ply. Nevertheless, this use of special 
revenue bonds by municipal corpora- 
tions has often been narrowly circum- 
scribed by the courts. Authorities, in 
their legal capacity as agencies of the 
state, have been more leniently treated, 
and the exemption of their debt from 
the municipal debt limit has been up- 
held.t° Some students have questioned 
the justification of exemption on the 
basis of self-liquidating operations; 
housing authorities are not in reality 
self-sufficient, and certain other authori- 
ties’ bonds have been purchased by regu- 
lar governments when not assured a 
favorable reception in the investment 
market. 

Similar to the problem of constitu- 
tional debt restrictions is that presented 
by a tax limit. Indianapolis took ad- 
vantage of an already existing Sanitary 
District and had transferred to it the 
functions of garbage and ash removal, 
thereby maintaining the budget of the 
general government within the tax limit. 

Other constitutional restrictions may 
result in the creation of special units. 
Cities seeking to subsidize a needed pub- 
lic utility and prevented by constitu- 
tional prohibitions against financial aid 
to private corporations, have with judi- 
cial approval organized public corpora- 
tions to carry out that purpose. 

None of the foregoing reasons is suffi- 
cient to explain the creation of the most 
recent authorities. Public Works Ad- 
ministration officials definitely encour- 
aged the use of the authcrity form at 
the municipal level as helpful in exe- 


10 Cf. Lesser v. Warren Borough, 237 Pa. 
501, 85 Atl. 839 (1912) and Tranter v. Alle- 
gheny Co. Authority, 316 Pa. 65, 173 Atl. 289 
(1934). 
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cuting its program. States and munici- 
palities, eager to do whatever was neces- 
sary to secure their share of Federal 
funds, promptly complied. Conse- 
quently these authorities have been 
called “borrowing machines.” Thus, the 
Chicago Exposition Authority was cre- 
ated to develop land on the site of the 
1933 Chicago Fair. This task was ac- 
tually performed by the Chicago Park 
District when Federal funds were not 
forthcoming." 


PROBLEMS OF CO-ORDINATION 

Special-purpose units, irrespective of 
the motive for creation, raise problems 
of administrative co-ordination, but 
there is no need to repeat here the 
long familiar arguments for integration. 
While co-ordination is possible under a 
disintegrated setup, separate organiza- 
tion may hinder and certainly does not 
promote co-ordination. 

Sometimes special legal requirements 
designed to prevent friction reduce the 
significance of independence from the 
administrative point of view. School- 
bond issues may require authorization 
by the mayor or city council before is- 
suance or before popular referendum 
may be held. The city of Cincinnati, 
Hamilton County, and the School Dis- 
trict “facilitated by state law” have for 
years maintained certain joint enter- 
prises in the matter of civil service ad- 
ministration, administration of sinking 
funds, and legal services.1? Laws cre- 
ating recent authorities in New York 
provide for controls by the municipal 
civil service commission and the city 
comptroller. The corporation counsel 
may serve the authority in some cases.” 


11 Arthur J. Todd, et al., Chicago Recreation 
Survey, Vol. I, Chicago: Chicago Recreation 
Commission and Northwestern University, 
1937, p. 49. 

125, Gale Lowrie, “Metropolitan Govern- 
ment in Cincinnati,” American Political Science 
Review, XXX (Oct. 1936), pp. 950-55 

18 See New York Laws, 1933, Chap. 145 
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The New York Public Housing Law, in 
contrast to housing-authority enabling 
legislation elsewhere, requires that new 
housing projects must be approved by 
the local legislative body and the mu- 
nicipal planning commission. Further, 
all public improvements in New York 
City must conform to the master city 
plan now being developed under the 
new charter. Similarly, by a recent Chi- 
cago ordinance a new Plan Commission 
is required to co-operate with the local 
housing authority and the city council 
in the location of housing projects- and 
the elimination of substandard housing 
conditions. 

Rarely do housing authorities make 
use of the municipal civil service com- 
mission, except in Michigan, where it is 
mandatory to do so, and in New York 
City. Housing officials hesitate to come 
under the jurisdiction of the civil service 
commission for reasons familiar to stu- 
dents of educational administration, viz., 
that the special function is administered 
at a level of efficiency much higher than 
that of the city civil service. Official 
studies of civil service administration, 
such as those of the Avery Commission 
in Chicago and the Philadelphia Charter 
Commission, sometimes confirm the im- 
pression of low efficiency. 

Voluntary co-ordination of fiscal op- 
erations occasionally occurs. The city, 
the county, and the school district in 
Cincinnati plan their bond-issue pro- 
grams together five years in advance so 
as to keep the charge on the taxpayer at 
a fairly normal rate. In Pittsburgh, 
Cincinnati, and Detroit the municipal 
planning commissions have effectively 
participated in the planning of the 
public-housing programs of their cities. 
Elsewhere, housing authorities have 





(Triborough Bridge Authority); 1934, Chaps. 
138, 162 (Henry Hudson and Marine Parkway 
Authonties) , 1935, Chap. 349 (Buffalo Sewer 
Authonty); 1936, Chap. 1 (New York City 
Tunnel Authority). 
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made extensive use of material prepared 
by the planning commissions, although 
frequently planning commissions lack 
the financial support necessary to play 
an active part in the local housing pro- 
grams." 

In numerous cases co-ordination has 
been achieved through the use of inter- 
locking directorates or joint personnel. 
In Syracuse the director of the hous- 
ing authority is secretary of the plan- 
ning commission. In New York the 
chairman of the housing authority has 
been head of the Department of Housing 
and Buildings. The library board in 
Buffalo includes the superintendent of 
schools and the corporation counsel. 
Five municipal officials in Philadelphia 
are ex officio members of the Fairmount 
Park Commission. A desire for co-ordi- 
nation is reflected in the composition of 
the new Chicago Plan Commission, 
which together with its Advisory Board 
includes heads of all independent units. 

Since no single function of govern- 
ment can operate in a vacuum, corporate 
independence does not obviate the neces- 
sity for agreements between services re- 
garding the division of labor and joint 
policy in areas of common interest. 
Thus, an independent school administra- 
tion must be concerned with the pro- 
gram of the agencies dealing with health, 
recreation, safety, library service, and 
the prevention of juvenile delinquency. 
Housing-authority programs must be re- 
lated to parks, playgrounds, and school 
and street facilities. The special pleader 
for a particular independent function 
frequently sees the need for modifying 
the programs of other services to gear 
into his own program. 
to some housing officials means just that. 
The need for integration of other serv- 


14 Harry W. Alexander, et al., “Bases for Co- 
operation Between the Municipal Housing Au- 
thority and the Planning Commission,” The 
Planner’s Journal, IV (May-June 1938), pp. 
62-64 


“Co-operation” 
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ices may become apparent to an aggres- 
sive administrator like Robert Moses, 
who is himself a one-man authority. He 
suggests the abolition of the New York 
City Housing Authority and the admin- 
istration of the housing program by a 
board whose ex officio members would 
be heads of the city departments vitally 
concerned.1® 

Although legal separation engenders 
difficult problems of administrative co- 
ordination, these are not always insur- 
mountable. An occasional forceful per- 
sonality like Mayor La Guardia may 
gain control over the independent au- 
thorities with which he has to deal.’* 


THE CITIZEN AND THE SPECIAL UNIT 


Turning now to the most fundamental 
question, what difference does the ex- 
istence of special governmental units 
make to the citizens under their juris- 
diction? The multiplication of govern- 
mental units does not in itself multiply 
the taxable resources of the community. 
However, it may markedly alter the tax 
bill and the distribution of the tax dol- 
lar between the independent and the 
integrated governmenta_ functions. The 
independent budgets of the special units 
inevitably lead to competition. Finer, 
writing of a similar problem in English 
local government, declares: 


The greatest care has to be exercised to 
prevent a large expenditure along one line 
of local services, while another, which may 
even be an indispensable element in the 
efficiency of the better endowed one, is 
starved. All these problems of co-ordina- 
tion are difficult enough within a single 
local governing authority, where there is 
already a community of feeling, and a re- 
lated responsibility to one single electo- 
rate.17 


15 Robert Moses, Housing and Recreation 
(New York, 1938), pp. 3340. 

1€ Langdon Post, “My Clash with La 
Guardia,” Nation, Jan. 29, 1938, pp. 125-26. 

17 Herman Finer, Enghikh Local Government 
(London: Methuen and Co, 1933), p. 161. 
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Chicago’s six tax-levying and debt- 
incurring units, each with its own 
budget, have created a fiscal chaos. Is 
it astonishing that the tangled web of 
this multi-unit financing bewilders the 
expert and leaves the general public un- 
comprehending and apathetic? Yet re- 
form through consolidation is effectively 
blocked because it would reduce the debt 
lmit to about one-quarter of what it is 
today.** 

Illustrative of the competition for 
public funds is the current controversy 
between Park Commissioner Moses 
and public-housing advocates regarding 
whose funds should provide the recrea- 
tional facilities necessitated by the 
construction of new housing projects. 
Unco-ordinated fiscal operations of over- 
lapping units may not only impose a 
hardship upon the community pocket- 
book but may adversely affect the credit 
rating of each competing unit, especially 
where the authority form is used for an 
enterprise not really self-supporting.’® 

Twenty-five of the sixty-one special 
governmental units shown in Table 1 
may levy general property taxes. Where 
such units obtain pegged levies, the ef- 
fect may be to starve the general gov- 
ernment if the tax rate already has 
approached the point of diminishing 
return. Although the new authorities 
cannot themselves raise funds through 
taxation, the general government may 
be moved to develop for them a source 
of revenue independent of the service 
rendered. New York City levied an 
occupancy tax to guarantee housing- 
authority bonds. That there are limits 
to the fiscal independence of a housing 
authority is recognized by Louis Pink, 
one of the earliest proponents of that 


13 Victor Jones, “Local Government in Met- 
ropolitan Chicago,” American Political Science 
Review, XXX (Oct, 1936), pp. 935-42. 

18 Peter R. Nehemkis, Jr., “The Public Au- 
thority: Some Legal and Practical Aspects,” 
47 Yale Law Journal 14 (1937-38), pp. 31-33. 
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form of administration, when he empha- 
sizes the necessity for integrating the 
housing program with the long-term fis- 
cal planning of the municipality. The 
new Public Housing Law in New York 
State explicitly provides for this type of 
financial integration. 

Creation of an authority without the 
power to tax implies that the direct 
beneficiary of the new public work, not 
the general property owner, is to pay 
for the improvement. This may indi- 
cate a significant shift in the tax burden 
for some new governmental functions. 
As an advocate of a Chicago Metropoli- 
tan Improvement Authority has stated, 
“With modern improvements the mod- 
ern slogan should be ‘The User Must 
Pay. ?” 2% This principle is, of course, 
not absent from the financing of older 
municipal undertakings, but it is typical 
of projects undertaken by authorities. 
The user may not always bear the entire 
cost, however, as when the personnel of 
a regular government agency is used in 
the administration of an “independent” 
authority, without a clear allocation of 
administrative costs. Or he may pay 
for more than he uses, as when park and 
recreational areas are financed through 
tolls collected by strategically located 
highway authorities. 


DISABILITIES OF OVERLAPPING UNITS 


Independent corporate status is a bar 
to maximum utilization of the resources 
of one unit useful to another. The Chi- 
cago Sanizary District and the Chicago 
Park District each maintain their own 
pumping stations apart from the munici- 
pal water system. The failure of the 
city of Chicago and the Park District to 
co-ordinate their highway construction 
means that the fine highways of one may 
terminate in rough, narrow streets under 
the other’s jurisdiction. Independence 

30 John Ickes, “What is an Improvement 


Authority?” Ilunois Municipal Review, Dec. 
1934, pp. 244-48. 
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may mean that funds lie idle in the ac- 
counts of one unit while another unit 
must issue tax-anticipation warrants, as 
in Chicago in 1930.21. The special unit 
rarely benefits from the civil service, re- 
tirement, or purchasing system of the 
general government. Full use of each 
other’s resources must await extended 
negotiations and special agreements. 
Thus, to erect a library branch in a 
Chicago park required a special resolu- 
tion of the Park Commissioners and ap- 
proval of the sale of the property by the 
Circuit Court. 

Overlapping independent units lack 
the formal machinery for joint consulta- 
tion, and thus may provide ample op- 
portunity for conflicts in public policy. 
In the case of authorities created to con- 
struct specific public works, the very 
act of setting up the authority reflects 
a prior determination of the major pol- 
icy involved; but with such units as 
the school district and the housing au- 
thority, policy determination is implicit 
in every expansion and contraction of 
activity. Moreover, in their enthusiasm 
for their particular service, members of 
such authorities are in a position to 
advocate and even effect policies dam- 
aging to the community as a whole. 
Educational groups have sometimes 
campaigned for the regressive sales tax, 
and housing groups have recommended 
the dubious policy of tax exemption. 
The Chicago Park District has denied 
liability for injuries to persons occa- 
sioned by defects in its streets, even 
though the city government would be 
liable under analogous circumstances.”? 
Such actions reveal a lack of responsi- 
bility to the larger interests of the com- 
munity." 

21 Simeon E. Leland, “Waste Through Mul- 
tiplicity of Governmental Units,” Bulletin of 
the National Tax Association, XXU (March 
1937), pp. 162-68. 

22 Chicago Park District, Second Annual Re- 
port, Chicago, 1936, p. 254. 

28 Charles E. Merriam, Spencer D. Parratt, 
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Irresponsibility may be promoted by 
undemocratic methods of filling vacan- 
cies in the governing boards of the spe- 
cial units, such as in the case of self- 
perpetuating library boards. Alterna- 
tive methods of appointment may leave 
the governing boards equally remote 
from public control, and result in fla- 
grant disregard of the public interest. 
Appointment by county courts as in 
the case of the old Chicago South Park 
District, by state government officials 
as with the Massachusetts Metropolitan 
District Commission, or by election at 
the bottom of an already long ballot as 
with the Chicago Sanitary District, may 
result in bureaucracy, arbitrariness, and 
political interference. Even appoint- 
ment by mayor and council does not 
insure responsiveness to the public, espe- 
cially where the mayor lacks power of 
removal and where there are hold-over 
members from another administration. 
Power without responsibility may be 
seen in Chicago, where the citizens have 
learned to go directly to the City Hall 
when they are dissatisfied with the 
Board of Education, because of the in- 
visible political conrections between 
the two. Yet when an investigation 
into maladministratior of school funds 
threatens, the Board (supported by po- 
litical friends in the Ccuncil) claims that 
the Council has no jurisdiction over an 
independent district. 

Extensive debt-incurring power not 
subject to the regular fiscal procedures 
designed to insure public control may 
ultimately embarrass the local govern- 
ment’s fiscal planning program. The 
newer authorities, being set up pri- 
marily to borrow Federal funds, have 
been subject to Feceral scrutiny, and 
this supervision apparently saved the 
Triborough Bridge Authority from a 





and Albert Lepawsky, Tke Governmer:t of the 
Metropolitan Region of Chicago (Chicago: 
University of Chicago Press, 1933), p. 137 and 
passim. 
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major scandal under a Tammany-ap- 


pointed board. The Chicago Sanitary 


District in its “Whoopee Era” was able 
to borrow money from private bankers 
to construct a million-dollar bridle path. 
This government unit, composed of po- 
litically active members and operating 
behind closed doors, built up a huge 
patronage machine by expanding its ac- 
tivities in directions unforeseen by its 
founders and undesired by the citizens. 
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Thus irresponsibility thrives on a gov- 
ernmental three-ring circus which ex- 
ceeds the span of attention of the 
thoughtful citizen. Under a regime of 
ad koc authorities civic groups interested 
in one or another of the functions per- 
formed by the separate agencies fail to 
perceive the relationship of each to the 
whole. Nor do they fuse into a larger 
group demanding a high standard of 
government for.every function. 


William T. R. Fox, M.A., is instructor in political 
science at Temple University, Philadelphia. Annette 
Baker Fox is preparing a doctoral dissertation on the 
relationship of the housing authority to the municipal 


government, 


America’s Tax Dollar—A Key Problem in 


Governmental Reconstruction 


By ALBERT LEPAWSKY 


OW much is this year’s tax bill? 

What will the new tax do to busi- 
ness? How can this tax be “avoided” 
without actually “evading” ‘the law? 
Will that tax hit one group harder than 
another? Such are the questions that 
have predominated in American tax cir- 
cles; for American public finance has 
generally been more concerned with the 
economics of taxation than with the gov- 
ernment of a tax system. 

But newer types of questions are now 
being asked in the field of American 
taxation. What is the division of the 
American tax dollar between the Fed- 
eral Government, the states, and the lo- 
cal authorities? How can intergovern- 
mental tax competition be avoided? 
Can we establish some degree of revenue 
reciprocity and tax planning among the 
various governmental authorities of the 
country? How can we make tax admin- 
istration less complex and less expensive 
for both government and business? 

American business and American gov- 
ernment have at various times received 
different degrees of emphasis, and this 
tug and pull between business and gov- 
ernment has been especially pronounced 
in the realm of taxation. Actually, the 
two are inseparable facets of our total 
society; but if a choice must be made, 
it would be safe to suggest that at the 
present time America’s tax problem is 
fundamentally a problem of government 
rather than of economics. 

There should, of course, be no under- 
estimation of that ever recurring prob- 
lem of raising enough revenue without 
at the same time discouraging private 
enterprise. But we have reached the 
stage in our national development when 
the solution of the tax problem is not to 


be found merely in preserving corporate 
business and individual enterprise from 
pressures growing out of the demand for 
more governmental aid and public serv- 
ices. In an economy which, at least for 
the time being, has ceased to expand, 
these shocks to private business can be 
minimized but not entirely avoided; and 
they are magnified when government it- 
self is inadequately organized to engage 
in the process of revenue-raising so that 
it may obtain the wherewithal to per- 
form the public jobs called for by the 
times. It would therefore seem that the 
most fruitful attack on the tax problem, 
while taking into consideration the in- 
terests of commercial enterprise, must 
now be made with more regard for the 
needs of public administration and the 
possibilities of effective planning of gov- 
ernmental revenues. 


AMERICAN GOVERNMENT AND THE TAx 
DOLLAR 


The primary difficulty about admin- 
istering—let alone planning—American 
public revenues is the fact that the 
American tax dollar is split three ways, 
among the Federal Government, forty- 
eight states, and 160,000 local govern- 
ments.* No single level of government 
may be called the controlling revenue 
authority of the country. Before the 
World War, in 1912, the local govern- 
ments collected about 58 per cent of the 
Nation’s taxes, leaving the Federal Gov- 
ernment with 28 per cent and the states 
with 14 per cent. But by 1938 the local 
governments’ share hac shrunk, after 
several ups and downs, to 33 per cent; 

1 The most recent 1939 figure is 161,144, pre- 


sented by the Atlas of Taxing Units, published 
by the Ilinois Tax Commission. 
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the states had climbed slowly up to 26 
per cent, and the Federal Government, 
with alternate rises and declines, had 
moved up to about 41 per cent. While 
in the United States only two-fifths of 
the Nation’s revenues are under Federal 
control, in Great Britain, by contrast, 
over four-fifths of the revenues go to the 
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ernment; but when we are in a pinch, 
we look to the Federal Government for 
the solution cf our ills. At the same 
time, we are grudging about giving it 
powers, particularly over the public 
purse, commersurate with the demands 
we make upon it; and when things 
change for either the better or the worse, 


TABLE 1—TotaL Tax COLLECTIONS, By LEVEL OF GOVEENMENT, 1912 To 19383 
(In Millions of Dollars) 





























Federal State Local 

Y Total 

CAE Taxes 

z Amount | Per Cent | Amount | Per Cent | Amount | Per Cent 

1912 $ 2,295 $ 633 27.6 $ 333 14.5 $1,329 57.9 
1925 8,051 3,132 38.9 1,303 16.2 3,616 44.9 
1930 10,425 3,627 348 2,080 20. 4,718 45.2 
1932 8,243 1,885 22.9 1,882 228 4,476 54.3 
1934 8,841 2,986 33 8 1,996 226 3,859 43 6 
1936 10,546 3,907 37.0 2,495 23.7 4,144 39.3 
1937 12,162 5,140 42.3 2,815 23.1 4,207 34.6 
1938 14,811 6,034 40.7 3,857 26.1 4,920 33.2 


central treasury, 
other authorities. 

Because of our comparatively decen- 
tralized system of government, tax plan- 
ning, even if it should prove desirable, is 
going to be difficult on a national scale. 
Many in the United States resent the 
continued increase of the Federal Gov- 
ernment’s slice of the tax dollar at the 
expense of the states and the local au- 
thorities, but strangely enough, Ameri- 
cans still look to Uncle Sam for the 
solution of their tax problems just as 
they depend on him for their general 
fiscal salvation and for economic recov- 
ery. 
This is the paradox of American pub- 
lic administration. In ordinary times, 
we resist national centralization in gov- 

2 All figures except for 1938 taken from 
Clarence Heer, Federal Aid and the Tax Prob- 
lem (prepared for the Advisory Committee on 
Education, United States Government Printing 
Office, 1939), p. 31, 1938 figures taken from 
United States Treasury Department Bulletin, 
August 1939, 


leaving one-fifth to 


we are inclined to upset the newer cen- 
tralizing trends by sudden shifts in gov- 
ernmental powers and fiscal policies, 

Tax planning, like general govern- 
mental planning, is a stupendous task, 
made infinitely more difficult by the fact 
that the various factors in the situation 
never remain constant. The oscilla- 
tions in the revenues of the various lev- 
els of government in the United States 
are especially pronounced. In a short 
space of six years, between 1932 and 
1938, the proportion of the tax dollar 
collected by the local governments of 
the country dropped from 54 per cent to 
33 per cent, while the Federal Govern- 
ment’s share rose irom 23 per cent to 
41 per cent—a centralizing trend that 
has already shown some signs of abat- 
ing. (See Table 1.) 


SHARING TAXES AND GRANTS-IN-AID 


Assuming that we can stabilize our 
revenues at about the present level of 
40 per cent Federal, 25 per cent state, 


AMERICA’S TAx DOLLAR 


and 35 per cent local (or at any other 
level that might prove desirable), and 
then start from that point and plan for 
the future, we have still to conjure with 
that confusing system of allocating the 
American tax dollar between one level 
of government and another, either 
through grants-in-aid or through locally 
shared state-collected taxes. For, after 
collection by the various levels of gov- 
ernment, substantial revenues are as- 
signed from higher to lower levels by 
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4.9 billions, they finally obtained a to- 
tal of 6.5 billions in American taxes. 
Consequently, the actual division of 
American taxes is not really 41 per cent 
Federal, 26 per cent stéte, and 33 per 
cent local, but approximately 35 per cent 
Federal, 21 per cent state, and 44 per 
cent local. (See Table 2.) When the 
American tax pie is actually cut up, it 
is clear that Federal fiscal centrali- 
zation is not really whet it appears to 
be. 


TABLE 2—SHARING AND ALLOCATING AMERICAN TAXES, 1938 * 
(In Millions of Dollars) 








Taxes collected 
Per cent of total 

Revenues allocated to other levels 
Per cent of collections 

Revenues received from other levels 
Per cent of collections 

Net revenues received after allocations 
Per cent of total 


means of either (1) grants from general 
or special funds, in aid of specific func- 
tions, made either by the Federal Gov- 
ernment to the states and localities or 
by the states to the local governments, 
or (2) specified shares or percentages of 
revenue, derived by the state from cer- 
tain taxes and assigned to the local gov- 
ernments, which are not necessarily ear- 
marked for any specific functions of the 
localities. 

Out of a total of 14.8 billion dollars 
in American taxes in 1938, 2.2 billions, 
or one out of every seven tax dollars, did 
not remain with the level of government 
to which the taxpayer made his pay- 
ment. Actually, while the Federal Gov- 
ernment administered and collected 6 
billions in taxes in 1938, it netted only 
5.2 billions; while the states collected 
3.9 billions, they were left with only 3.1 
billions; and while the local govern- 
ments administered and collected only 











Federal State Local Total 
$6,034 | $3,857 | $4920 | $14,811 
41 26 33 100 
$805 | $1,400 $32 $2,237 
13 36 1 15 
— $665 $1,572 $2,237 
— 18 32 15 
$5,229 $3,122 $6,460 $14,811 
35 2 44 100 


Federal aid to the stztes alone totaled 
633 million dollars in 1938, while Fed- 
eral aid to local authorities totaled 172 
million. But the proc2ss is not a new 
one. Beginning with the essignment of 
Federal funds to land-grant colleges in 
1862, agricultural experiment stations 
were added to the grant-in-aid roster in 
1887, state homes for soldiers and sailors 
in 1888, National Guard in 1903, forest 
funds in 1911, agriculturai extension in 
1914, highways in 1915, vocational edu- 
cation in 1917, public health services in 
1918, vocational rehabilitation in 1920, 
employment offices in 1933, and social 
security in 1935. 

State financial aid, either through 
grants or through shared revenues, stood 
even higher, amounting to 1.4 billion 


8 Figures and estimates adapted by the Fed- 
eration of Tax Administrators from U S. 
Treasury Department Bulletin, August 1938. 
See Tax Administrators Vews, Nov. 1939. 
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dollars. For several years it was be- 
lieved that the states, at least, would 
have reached the high point in sharing 
revenues with their local authorities. 
But the figures are going to new highs. 
Out of 416 million dollars, which it is 
predicted the state of New York alone 
will collect in taxes duting the year 
1939, 279 million, or 67 per cent, will 
be paid to its local governments. 

Put in terms of percentages, the 
American tax merry-go-round works as 
follows. Thirteen per cent of Federal 
revenues are granted back to the states 
and to the local governments. These 
Federal grants-in-aid provide at least 16 
per cent of the tax revenues of all the 
state governments, while the Federal and 
state grants together, which are made to 
localities, furnish 32 per cent of the 
total local tax revenues. Thirty-six per 
cent, or over one-third, of the total state 
tax revenues are granted back ‘or shared 
with their local authorities, and these 
state funds account for 28 per cent, or 
over one-fourth, of all local revenues. 

The amount of revenues available to 
any governmental authority from grants 
and shares varies from year to year. As 
a consequence of this unpredictability, 
fiscal planning is made exceedingly diffi- 
cult. Cities and other local authorities 
know they can expect grants-in-aid for 
various functions like education, roads, 
and welfare, but at the time they budget 
their own revenues and expenditures, 
they are not certain about the precise 
amounts that will be available to them. 
There are instances where money is 
shunted back ‘and forth between various 
sublevels of the local levels of govern- 
ment—from county to city, from city to 
township, and even from local authori- 
ties back to the states. 

The degree of central control accom- 
panying the various types of allocated 
revenues depends upon whether the 
money comes in as a grant-in-aid (from 
general or special funds), as a shared 
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revenue (from specific state taxes), or 
as any one of the varied combinations 
and devices of revenue allocation which 
have of late been growing up. The gen- 
eral tendency is in the direction of 
greater central participation, and in 
some instances interference with local 
administration, whether it be a question 
of state-local relations or Federal-state 
relations, or whether the device be a 
grant-in-aid, which assumes central su- 
pervision, or a shared revenue, which’ 
ordinarily does not assume central super- 
vision but which inevitably imposes 
upon the localities earmarking of funds 
for specific purposes and also conditions 


_in expending those funds. One of the 


fundamental questions of public finance 
that needs answering in the United 
States is whether the degree of revenue 
centralization called for by this system 
of shares and grants must necessarily 
lead to a greater degree of centralized 
supervision and interference with state 
and local administration, and if so, 
what are the actual effects, favorable 
and unfavorable, upon the services so 
supported and upon the consuming pub- 
lic. What, specifically, is the effect of 
grants for capital improvements upon 
the subordinate government’s task of 
maintaining or operating the project 
paid for ky the grant? To what extent 
does the present system fill well-merited 
state or local needs for wider and richer 
sources of revenue, or to what extent 
does it encourage the acceptance of aid 
for projects that will later cost the sub- 
ordinate authority more to maintain 
than it can afford? 

Another problem of revenue-sharing 
and revenue-planning is the tendency to 
earmark specific tax revenues for specific 
functions rather than to establish a true 
exchequer or treasury from which gov- 
ernmental units may draw revenues as 
needed. State income tax proceeds are 


tV. O. Key, The Administration of Federal 
Grants to States, 
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TABLE 3—AMERICAN Taxes, 1938€ 
{In Millions of Dollars} 











Total 

Miscellaneous taxes $ 200 
Customs 359 
Motor-vehicle taxes 411 
Inheritance taxes 562 
Tobacco taxes 628 
Liquor taxes 838 
Gasoline taxes 981 
Sales taxes 1,395 
Pay-roll taxes 1,450 
Income taxes 3,242 
Property taxes 4,745 

Total $14,811 








frequently earmarked for education, 
sales taxes for relief and welfare, and 
sometimes liquor taxes go for schools. 
Funds for one function may be flush 
while another function may be “flat 
broke.” Meanwhile, governments are 
hog-tied by statutory funds and ear- 
markings that destroy their power over 
their own budgets. 


INTERGOVERNMENTAL TAX POLICIES 


The various types of taxes that make 
up the American tax dollar at each level 
of government do not follow any clear 
lines of demarcation. Only three major 
sources of revenue fall exclusively within 
either the Federal level or the state and 
local levels of government. These are: 
the motor-vehicle license tax, which is 
principally a state-administered tax; 
and the local and state property tax and 
the Federal customs, both of which are 
shrinking in the total tax picture, thus 
making the possibility of a separation of 
revenue sources ever more dim. (See 
Table 3.) 

The American constitutional system 
permits the Federal Government and 


5 Figures and estimates adapted by the Fed- 
eration of Tax Administrators from U. S. 
Treasury Department Bulletin, August 1938. 
See Tax Administrators News, Sept. 1939. 


the states to tax the same things, irre- 
spective of the total load upon the indi- 
vidual. Latest available estimates show 
that 80 per cent of Federal taxes and 
55 per cent of state taxes come from 
bases subject to both Federal and state 
taxation. Twenty-tnree states levy 
general sales taxes, and some of the 
articles subject to these state taxes are 
also taxed under Feceral excise levies. 
Twenty-six states tax cigarettes and to- 
bacco, and so does tke Federal Govern- 
ment. All forty-eight stazes secure reve- 
nue from gasoline and liquor, which are 
also taxed by the Federal Government. 
Thirty-four states levy personal or cor- 
poration income taxes, thus paralleling 
the Federal income tax revenues. All 
the states but one collect inheritance or 
estate taxes, paralleling the Federal Gov- 
ernment, which encourages these state 
taxes by an offset provision. 

Tax duplication of this sort is also to 
be found on subordinate levels, between 
the state governments and their local 


8 See reports of the Interstate Commission 
on Conflicting Taxat.on, published by the 
Council of State Governments. See also the 
article in this volume of Tae ANNALS on 
“Tax Competition Between States,” by James 
W. Martin, who, together with Clarence Heer, 
did much of the research for the Interstate 
Commission. , 
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subdivisions. The Nation’s metropolis 
New York City, is now resorting to new 
and relatively less convenient sources of 
municipal revenue, like the cigarette tax 
and the sales tax, and in the past few 
years it has tried to enforce even an 
income and inheritance tax. Many 
other cities, both large and small, are 
administering cigarette taxes, sales 
taxes, gasoline taxes, and gross inccme 
taxes. 


PENDING PROBLEMS OF REVENUE 
ADMINISTRATION 

Any attempt to simplify this system 
of triplicate or duplicate tax administra- 
tion will touch upon some of the most 
fundamental problems of American gov- 
ernment—questions of federalism, states’ 
rights, and local autonomy. From the 
administrative point of view, however, 
numerous questions can meanwhile be 
raised. 

1. What is the added cost, if any, 
of maintaining duplicate administrative 
systems by separate levels of govern- 
ment enforcing the same type of tax 
upon the same individuals? Factual ex- 
perience is not lacking for a research 
project on the concrete savings involved 
in intergovernmental tax adjustments of 
various degrees. After a few years of 
experience we should be able to estimate 
more accurately the savings and advan- 
tages accruing to the states now that 
they have access to the contents of Fed- 
eral income tax returns under the dupli- 
cate “Green Slip” law. Perhaps we can 
learn lessons of value from the Aus- 
tralian system under which the states 
administer and collect income taxes for 
the national government, or the Cana- 
dian scheme where the Dominion has 
been carrying on for several years a 
joint system under which the Dominion 
government administers the income taxes 
of some of the Canadian provinces and 
charges them for their share of the cost 
of administration. 
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2. How much time and effort are lost 
by business in conforming with dissimi- 
lar tax laws? One sample of ninety 
companies reported that they were 
obliged to pay from a minimum of seven 
to a maximum of 117 separate types of 
taxes, and the number of governmental 
agencies to which these taxes were paid 
ranged from a minimum of six to a maxi- 
mum of 7,350.7 Further research on 
this subject would be helpful. 

3. How large a proportion of our po- 
tential taxes is lost through avoidance 
made easy by governmental duplication? 
Sales on Federal reservations, military 
posts, and national parks avoid state 
taxes not only in the case of bona fide 
official transactions but also in the case 
of many private transactions that do 
not deserve the cloak of governmental 
immunity but cannot easily be dis- 
tinguished from legitimate official trans- 
actions. Federal “tax islands” go to 
ridiculous extremes. The city of Bir- 
mingham, for example, has had difficulty 
in enforcing its brokers’ license fees 
against bail-bond brokers, who insist 
apon immunity because they operate in 
zhe Federal courthouse. The Buck 
Resolution (H. R. 6687), attempts to 
solve the Federal reservation problem 
by making possible nondiscriminatory 
state taxation of nongovernmental trans- 
actions on such reservations. 

4. How far do the immunities of 
interstate commerce complicate state 
taxation? Interstate parcel post ship- 
ments of cigarettes evade the taxes of 
twenty-six cigarette-tax states (with 
Uncle Sam unwittingly participating as 
perty to the process by handling ship- 
ments C.O.D.) to a point where the 
state cigarette taxes now producing more 
than $75,000,000 annually are being 
threatened with extinction by an inter- 
stete bootlegging trade that is eating 
away the tax at the estimated rate of 

“New York Trust Company, The Index, 
Fet. 1935. 


America’s TAX DOLLAR 


$25,000,000 per year.® The complex 
technical formulae which have grown up 
to allocate to each state its share of the 
taxable income of corpora-ions doing 
interstate business constitute a body of 
highly interesting but intricate tax cal- 
culus. If the present trends with respect 
to state sales taxes continue, there will 
soon be as voluminous, but no more de- 
finitive, a body of court decisions and 
legal opinions attempting tc clarify the 
distinction between a transaction that 
is intrastate and one that is interstate. 
It is interesting to notice how New York 
City, since it enacted its sales and cig- 
arette taxes, has had to pass through the 
same tortuous channels the states have 
been navigating in differentiating be- 
tween sales consummated within the 
city, and therefore liable, and sales con- 
summated outside the state, and there- 
fore exempt.® 


PROSPECTS OF AN AMERICAN TAX 
Poricy 


Administrative considerations alone 
will not determine the answers to these 
questions of intergovernmental revenue 
relations, Any suggested policies of tax 
uniformity, reciprocity, or co-ordination 
will have to take into account the effects, 
actual and alleged, upon otr traditional 
form of government with its strong ad- 
herence to the principles cf federalism, 
state sovereignty, and local autonomy. 

These principles have a power and a 
history of their own. Some of the pres- 
ent state practices in taxing activities 
that have their origin outside their own 
borders seem to be reminiscent of the 
sort of tax struggles that the Constitu- 


8 See Federation of Tax Administrators, To- 
bacco Tax Evasion Through Interstate Parcel 
Post Shipments, a report of the Committee on 
Interstate Evasion of the Nztional Tobacco 
Tax Conference. 

®Sears, Roebuck & Co. v. McGoldrick, 279 
N. Y. 184, and Compagnie Genérale Transat- 
lantique v McGoldrick, 279 N Y. 192, now 
on appeal to the United States Supreme Court. 
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tion, drafted in 1789, intended to out- 
law. At the time of the Confederation, 
New York, for example, wanting to re- 
tain for its own farmers the market, 
dairy, and firewood business being done 
in New York City by thrifty Connecti- 
cut Yankees and Jerseymen, required 
every sloop coming down through Hell 
Gate and every Jersey marketboat to 
pay entrance fees and other clearances 
that soon stifled the trade.’° 

‘One hundred and fifty years later, we 
find the borderlines of several western 
states lined with rival ports of entry at 
which motor trucks must clear and pay 
a tax before being permitted to proceed 
upon a cross-country trip. A half-dozen 
states impose higher tax rates on alco- 
holic beverages coming from outside the 
state than those assessed cn beverages 
manufactured inside the state. One 
would think he was living in a continent 
of internecine autarchies when he reads 
a state regulation entitled “Regulation 
imposing additional reciprocal taxes on 
wines brought into the state of ; 
which are manufactured within the state 
of .” When one state attempts 
to lure industry by creating artificial 
advantages like tax exemptions, other 
states are likely to try to meet competi- 
tion in the same manner, with disastrous 
results for the Nation as a whole. 

Under our form of government, it is 
not within the province of any level of 
government to step in with authority to 
terminate our interlevel, interstate, in- 
tergovernmental struggles for tax reve- 
nues and tax advantages. Yet American 
government—Federal, state, or local— 
cannot stand idly by while such telltale 
cracks begin to appear in the Na- 
tion’s system of administering its public 
finances. It is, in fact, not doing so. 
While the Federal Government is taking 
(and granting back) larger slices of the 
American tax dollar, it is decentralizing 


10 John Fiske, The Critical Period of Ameri- 
can History, 1783-1789. 
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and localizing its entire system of in- 
ternal revenue administration on a re- 
gional basis, to a point where it is getting 
as close to the people as many phases of 
state administration. By May of 1939, 
contested internal revenue matters no 
longer had to be taken to Washington 
in the first instance but were handled by 
the Internal Revenue Bureau’s Techni- 
cal Staff in ten regional divisions, each 
of which contained several local offices.7+ 

States, too, are establishing local field 
officers to assist the taxpayer. In fact, 
the development of these administrative 
areas in the field of taxation is one of 
the most significant trends in the whole 
realm of regional reorganization and 
public administration.7* State surveys 
of tax resources and state reorganization 
of tax administrative machinery, to- 
gether with technical improvements in 
local property assessments 7* and alert 
local revenue programs,’* indicate that 
creative skill in replanning the practical 
phases of public finance is to be found 
on each of the levels of American gov- 
ernment. The smoothness with which 
the country—officials and citizens alike 
—recently accepted and adapted them- 
selves to reciprocal income taxation of 
Federal and state and local governmen- 
tal salaries, following a historic Supreme 
Court decision?® and an Act of Con- 
gress 1° that reversed what was thought 


11 See Tax Administrators News, Dec. 1938 
and May 1939. 

12 See Report of Proceedings, National Asso- 
ciation of Tax Administrators, 1938, pp. 3-20. 

13 See Federation of Tax Administrators, 
“Official Surveys of State Revenues,” Research 
Bulletin No. 31; also the various publications 
of the National Association of Assessing Of- 
ficers. 

14 See especially The Support of Local Gov- 
ernment Activities, a report of the Committee 
on Local Government Activities and Revenues 
of the Municipal Finance Officers Association 
of the United States and Canada. 

15 Graves v. O’Keefe, 59 S Ct. 595, 1939. 

16 Public Salary Tax Act of 1939, Public 
Law No. 32. i 
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to be an unalterable maxim of inter- 
governmental immunity, is symptomatic 
of the country’s readiness for revenue re- 
form, even if it involves long-standing 
intergovernmental adjustments.“ 

All these developments have had their 
repercussions on a national scale. State 
and Jocal tax officials, as well as Federal 
revenue experts, have been growing 
more conscious of the need for establish- 
ing reciprocal relations between govern- 
mental authorities and for exchanging 
technical information. Out of this rec- 
ognition of the need for some degree of 
co-ordinated knowledge and joint effort, 
there have grown up such specialized or- 
ganizations of public officials as Ameri- 
can Association of Motor Vehicle Ad- 
ministrators, National Association of 
Assessing Officers, North American Gas- 
oline Tax Conference, National Con- 
ference of State Liquor Administrators, 
National Association of Tax Admin- 
istrators, National Tobacco Tax Con- 
ference, and a clearing house for the 
official tax field—the Federation of Tax 
Administrators. 


MOVEMENT FOR A NATIONWIDE SURVEY 


Other organizations have favored the 
establishment of an official nationwide 
commission to survey the whole problem 
of American revenues from the point of 
view of intergovernmental relations and 
to suggest alternative policies and fea- 
sible solutions. In 1925 the United 
States Chamber of Commerce considered 
the proposal for some agency with re- 
sponsibility for “co-ordinating and sys- 
tematizing the national and state taxa- 
tion systems so that the overlapping, 
duplication, and inequities now existing 
may be reduced or eliminated.” 18 In 
1933 an Interstate Commission on Con- 


17 See David Saxe, “States Modify Inter- 
governmentel Tax Policies,” State Govern- 
ment, Sept. 1939. 

18 Chamber of Commerce of the United 
States, Referendum No, 46, April 1925, 
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flicting Taxation was established by the 
Council of State Governments to study 
intergovernmental tax problems, and in 
1935 this was followed by a Tax Revi- 
sion Council with official representatives 
from all levels of government2* In 
1937 the Committee on Taxation of the 
Twentieth Century Fund recommended 
“that tax co-ordination be made a part 
of a comprehensive study concerning 
Federal, state and local fiscal co-ordina- 
tion. This study should be carried on 
over a period of a year or two by a non- 
partisan committee of from iive to seven 
members appointed by the Fresident.” 7° 

To this invitation for Federal leader- 
ship in surveying the tax problem there 
has been some response frem Washing- 
ton, but so far, no concrete action. In 
November 1937 Senator Davis of Penn- 
sylvania introduced a measure for a 
United States Tax Commission to “make 
a continuous study of Federal and State 
Tax structures,” and in May 1938 Rep- 
resentative Treadway of Massachusetts 
introduced a proposal for the creation of 
a Federal Tax Commission which would 
among other things “minimize double 
taxation by co-ordinating the Federal 
tax system with those of the state and 
local governments.” The Secretary of 


18See the publications of zhe Commission 
and of the Tax Revision Council, published by 
the Council of State Governments. 

20 Twentieth Century Fund, Facing the Tax 
Problem, p. 450, 
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the Treasury told the House Ways and 
Means Committee on May 27, 1939 that 
the Treasury had been giving considera- 
tion “to the problems created by Fed- 
eral-state tax conflicts,’ and suggested 
“that Congress create a small temporary 
national commission to report on the 
various aspects of intergovernmental 
fiscal policy and propose a plan for the 
solution of the problems involved.” 

There is, of course, the danger that 
a nationwide survey or a nationally ap- 
pointed commission may have a Federal 
bias; but proper safeguards for the ap- 
pointment of competent persons having 
state and local as well as Federal ex- 
perience can minimize this danger of 
undue partiality to the idea of central- 
ization. Besides, we have our own cor- 
rectives in this country against central 
domination, in the strength of our local 
allegiances, in the history of our state 
and sectional traditions, in the pride of 
the minority groups that constitute the 
majority of the American nation, and 
in the necessity for decentralized admin- 
istration occasioned by our far-flung re- 
gions. We are, after al, a practical 
people, and we do not favor centraliza- 
tion or co-ordination merely for the prin- 
ciple of the thing. Workability will be 
the test, and there is no reason why we 
cannot, in the field of public finance and 
tax planning, by-pass slogans and myth- 
ologies and take the long practical look 
ahead. 
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Deficiencies in State and Local Government Data 


By Epwarp R. Gray 


EFICIENCIES in current data on 
state and local governments are 
of two varieties. First and most simply, 
there may be no data at all. Secondly, 
there may be information that is lacking 
in significance, comparability, timeliness, 
or accessibility. Nearly every type of 
information that should be available in 
an ideal reporting system, in which com- 
parable data on the most significant gov- 
ernmental activities and financial trans- 
actions would be published promptly by 
centralized agencies, is now deficient in 
one of these senses, for at least some 
governmental units. To catalogue the 
few. adequate reports would be easier 
than to enumerate the deficiencies and 
the places where no reports exist. 

At present, some cities, counties, and 
other local governments have their own 
excellent centralized, informative, an- 
nual reports. In a few states, financial 
reports of at least some types of local 
governments are relatively comparable 
with one another, and the state compiles 
a reasonably adequate summary of 
them. Some states also have excellent 
centralized financial and activity re- 
ports. A few public and private agen- 
cies, including the Federal Bureau of the 
Census, compile annual financial data 
on a comparable basis for states and 
large cities. Organizations of public 
officials publish information of particu- 
lar interest to themselves. Certain com- 
mercial firms analyze debt issues, state 
tax legislation, and some construction 
and public-service-enterprise activity. 
This list of relatively satisfactory com- 
pilations could be extended to include 
only a limited number of other current 
reports. i 

On the other hand, obvious defi- 
ciencies are enormous and challenging. 
Most local governments do not have 


adequate centralized reports. Most 
states do not attempt to have their local 
governments produce even financial re- 
ports on a comparable basis, or to col- 
lect and publish extracts from such re- 
ports. And where states do publish 
financial summaries of their local gov- 
ernments, these data are not comparable 
between states. Furthermore, nonfinan- 
cial information (on purchases, employ- 
ees, construction, elections, physical 
plant, and other matters) is in a dis- 
tinctly rudimentary stage, where it exists 
at all. Fiscal years end on many differ- 
ent days in the year. The few suitable 
reports that are published usually ap- 
pear from one to three years after the 
period of the information, and are fre- 
quently expensive and inaccessible. 


New NEEDS INCREASE DEFICIENCIES 


Yet the need for adequate current in- 
formation is more urgently felt now than 
ever before. The World War’s after- 
math of economic disturbances increased 
the scale of social problems, brought 
about a redistribution of financial bur- 
dens among Federal, state, and local 
governments, and upset the rather rigid 
jurisdictional lines theretofore existing 
between the different “layers” of public 
agencies. Precedents established with 
difficulty and persistent effort in the 
past, such as co-operation between dif- 
ferent governmental levels in agricul- 
tural education, have been followed rap- 
idly and easily in other types of activity. 
Cities have become more independent of 
both states and counties, and the influ- 
ence of the Federal Government has 
been more directly felt in state and local 
affairs. To understand the changes that 
have been taking place and the effect of 
innovations upon governmental organ- 
ization in the country as a whole, cur- 
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rent periodic statistical reports are es- 
sential, Statutes and ordinances state 
in general terms what is supposed to be 
done by each governmental unit or what 
they may do under certain circum- 
stances, but the story of what is actually 
happening and to what extent permissive 
powers are used is known only when ade- 
quate current statistics are available. 

Some of the more serious present defi- 
ciencies in periodic data on governments 
concern the data bearing directly upon 
new intergovernmental relationships. 
There is a time lag in supplying needed 
integrated information when new activi- 
ties or organizations begin. Hence the 
present statistics reported by govern- 
ments are based for the most part on 
functions and relationships which ex- 
isted before the recent depression. Only 
slowly do such routine technical proce- 
dures as use of classifications of accounts 
and accounting systems for compiling 
public reports in perspective become 
altered to supply newer types of infor- 
mation. 

Most of the periodic data about a 
government that are desired by persons 
outside the governmental unit itself can 
be expressed most conveniently in sta- 
tistical form, using appropriate units for 
translating activities into quantitative 
terms. Within the governmental unit, 
financial records are devised primarily 
to insure accountability of finance of- 
ficers and administrators for funds pass- 
ing through their hands and to show 
that the separation of funds and the 
limitation of expenditures authorized by 
a legislative body in appropriation and 
revenue acts have been respected. So 
firmly is the principle of accountability 
intrenched at present, however, that the 
supplementary principle of facilitating 
financial reporting sometimes suffers, 
and the citizens are deprived of the 
summarized, analytical, statistical re- 
ports that best explain their govern- 
ment’s functioning. l 
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Present deficiencies in current govern- 
mental reports may be classified as: (1) 
inadequacies in basic records kept by 
governments performing the operations 
reported; (2) deficiencies in centralized 
collections of data from groups of re- 
porting governments; and (3) hin- 
drances to using reports of intergovern- 
mental activities from different levels of 
government because of incomparability 
between the records of the respective 
governments. 


INADEQUACIES IN Basic LOCAL RECORDS 
1. No centralized source of data 


The absence of a centralized source 
in each governmental unit for informa- 
tion of similar character about the ac- 
tivities of the administrative agencies 
within the unit, such as cest of current 
operation, number of employees, and so 
forth, is probably the most serious single 
deficiency in present records of state and 
local governments. Until there is cen- 
tralization in the records of a govern- 
ment for its financial transactions and 
for each type of activity, there will be 
no possibility of obtaining summary 
data for even that single governmental 
unit without effort spent locally in as- 
sembling and correlating material from 
the scattered sources. Worse still, com- 
parability is prevented between the rec- 
ords prepared by any one state or city 
and those prepared by another state or 
city where a different degree of central- 
ization may exist. 

Sufficient centralization of reporting 
might be achieved merely through a con- 
solidated periodic report, or through 
uniformity in summaries prepared pe- 
riodically by the different administrative 
agencies on the similar phases of their 
respective work. At present, the num- 
ber of separate reporting systems of in- 
dependent or semi-independent boards 
and commissions for schools, parks, sani- 
tation, highways, libraries, hospitals, 
welfare, and other activities, is astonish- 
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ing to the uninitiated, and discouraging 
to anyone interested in a complete pic- 
ture of a single government’s work. 
Where multiple unco-ordinated agencies 
exist that together could furnish infor- 
mation about a single government, it is 
unusual to find that more than a few of 
the agencies recognize the value of peri- 
odic reports on their work. For exam- 
ple, if the total number of city employees 
is not available in one central office, it 
is improbable that monthly, or even an- 
nual, data on the number of employees 
are published by more than a few’of the 
city’s separate administrative services. 

Federal and state grants to cities, and 
state supervision of local accounts, have 
frequently helped in centralizing par- 
ticular types of records kept by local 
governments, but the reverse effect has 
sometimes occurred. For example, the 
Hatch Act of 1887 and the Morrill Act 
of 1890 specify that the custodian of 
funds received by states under the pro- 
visions of those acts shall be a school 
official, entirely independent of the State 
Treasurer. Similarly, a city’s Public 
Works Administration accounts are not 
always kept by the city’s chief account- 
ing officer. , 

When a multiplicity of establishments 
exists in one government, the absence of 
integrated accounts and records can be 
defended only on the assumption that 
citizens can and will keep up with the 
numerous activities of the many differ- 
ent agencies and consolidate this knowl- 
edge into a comprehensive whole. This 
curious view of citizen omniscience is 
illustrated in another field by the ap- 
pearance on single state and city ballots 
of numerous proposals upon which citi- 
zens are asked to express their well- 
considered views at the same time they 
make a choice from among a long list 
of state, local, and sometimes Federal, 
office seekers. 

Probably there can be no great im- 
provement in consistency or centraliza- 
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tion of records within a governmental 
unit until the principle of centralization 
of administrative responsibility has 
made headway against the usual device 
of government by a multiplicity of inde- 
pendent, relatively irresponsible, ad koc 
agencies. 


2. Lack of records for a geographic area 


A second deficiency in basic records 
of governmental units, which is some- 
what similar to the lack of a centralized 
source of information in any one govern- 
mental unit, is the lack of easily synthe- 
sized information for one geographic 
area. In some regions the overlying and 
underlying governmental units of vary- 
ing sizes and shapes sprawl in a crazy 
quilt of inconsistency and irresponsibil- 
ity. As long as governmental units bear 
no particular relationship to geographic 
positions, and the number of govern- 
mental units piled on top of one another 
in the same area is largely accidental, it 
will sometimes be difficult, if not im- 
possible, for any citizen to discover the 
exact extent of activities of the various 
governments under whose jurisdiction he 
lives. Complexity of‘ the pattern of 
overlapping governmental units almost 
necessarily brings about a deficiency for 
that area in the basic records of any 
governmental function or activity. Even 
in the most prominent geographic areas 
having considerable economic unity, as, 
for example, in so-called “metropolitan 
districts,” it is rarely possible to find 
satisfactory current data for any one 
governmental function carried on by sev- 
eral layers of governments. 


3. Absence of certain types of data 


A third deficiency in basic state or lo- 
cal government records is the nonexist- 
ence of certain types of data. The com- 
parative recency of the demand for some 
types of information undoubtedly ex- 
plains their absence in some communi- 
ties, since reporting customs of govern- 
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ments do not quickly responé to change. 
For example, in a bibliography of state 
documents on state grants-in-aid pub- 
lished recently by a state tax commis- 
sion, only 28 states were listed as hav- 
ing annual reports of a sufficiently 
comprehensive nature to let their citi- 
zens know the principal grants given 
ty those states to their respective 
governments.! Contributing factors in 
paucity of some kinds of daza, however, 
are reticence on the part of some public 
officials to include in reports the newer 
and more controversial features of their 
work, and lack of interest by the public 
in any government report, especially if 
published in a drab buckram-covered 
octavo volume, without pictures, and 
obviously written without imagination 
or perspective. 

More important than all other rea- 
sons, however, is the overemphasis on 
. pecuniary accountability in governmen- 
tal financial systems. This overempha- 
sis undoubtedly originates in the lauda- 
ble attempt to discourage outright thefts 
of public funds, but such a negative ad- 
vantage is not sufficient to explain fail- 
ures to develop or adopt accounting and 
reporting systems to produce current 
summaries for policy formulation. The 
idea of accountability as proof of the 
honesty of the persons concerned with 
receiving and spending public money 
may be a forward step over the stage 
when officials took money from public 
funds for private purposes without any 
subterfuge or finesse, but balanced state- 
ments may prove nothing except the in- 
genuity of the bookkeeper, and are com- 
pletely worthless to anyone trying to 
understand what the government is do- 

1 That this illustration is not atypical is 
confirmed by the statement, in Carpenter and 
Stafford, State and Local Government in the 
United States (1936), page 326, that “of all 
municipal financial statistics the worst reported 
are those relating to state aid to local gov- 


ernment and local sharing in state-collected or 
so-called ‘state administered’ taxes,” 
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ing or what its efficiency or financial 
standing is. 

As illustrations of the types of local- 
government data largely lacking at the 
present time may be mentioned: (1) 
balance sheets, showing, among other 
things, the trend in value of physical 
assets, investments, and types of out- 
standing liabilities; (2) the quantity 
and quality of administrative or func- 
tional activities carried on, measured in 
appropriate activity units; (3) cost 
analyses of such activities, in enough 
detail to permit at least some rough 
comparisons between different govern- 
ments carrying on the same functions in 
somewhat similar ways; ° (+) purchases 
of articles, reported by quantity and 
specification, with price range and aver- 
age cost, to permit a comparison of pur- 
chasing experience between govern- 
mental units, and also to make possible 
estimates by industry, of types of com- 
modities purchased in the market by 
governments as consumers; (5) expendi- 
ture data on an object basis, especially 
salaries and wages paid public employ- 
ees; (6) total number of employees 
classified by governmental function and 
by general employment status, that is, 
whether permanent full-time, permanent 
part-time, or temporary; (7) amount of 
new construction and repairs on struc- 
tures; and (8) results of elections and 
primaries, with respect to choice of 
candidates for various types of offices, 
and approval or disapproval of measures 
submitted to the electorate. Nonfinan- 
cial data are especially inadequate at 
present. 

Before making available current re- 


2H. F. Alderfer, in the National Municipal 
Review, Vol. 27 (April 1938), p. 194, remarks, 
in a discussion of state administrative control 
over local units of government: “In the mat- 
ter of actual economy, there are few reliable 
or comparable figures which prove anything. 
It would be exceedingly difficult to say whether 
local or state administration was cheaper in 
dollars and cents,” 
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ports on these subjects for which infor- 
mation is now largely nonexistent, the 
most important information from each 
field for current reporting should be 
considered, along with the appropriate 
definitions and units of measurement to 
be used, and, in some cases, the tradi- 
tional data in the same or related fields 
which could be supplemented or dis- 
placed. 


4. Unneeded data 


A fourth deficiency in basic records is 
the counterpart of the absence of cer- 
tain types of data, namely, the plethora 
of information of no particular general 
significance. The continuance of un- 
needed data is usually explained either 
by too great emphasis on pecuniary ac- 
countability, at the expense of informa- 
tion devised for policy determination; 
or, probably equally often, by a past 
special interest in a particular type of 
data, perhaps on the part of only one 
dynamic person who began the current 
collection of such data. Such cases ex- 
emplify in governmental activity New- 
ton’s first law of motion, which for this 
purpose might be restated: Every gov- 
ernment procedure, activity, or periodi- 
cal publication once begun continues in- 
definitely in the same manner unless 
impelled by some external force to 
change its accustomed form or content. 

The content of many governmental 
reports seems to be a matter of historical 
accident, depending largely upon the 
hobbies of the persons responsible for 
reporting when the last retrenchment 
was made in appropriations for printing 
the documents, and upon the accretions 
from subsequent innovations in govern- 
ment activity. Similarly, whether data 
which are reported at all are reported 
currently or at long intervals, seems 
also to be determined by some historical 
whim. Monthly data are sometimes re- 
ported when no seasonal differences are 
expected and when quarterly, or even 
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annual, data would be as suitable; 
while, on the other hand, information 
about activities that are subject to large 
seasonal variation in magnitude may be 
reported in annual totals or as of a 
single date once a year. 


5. Confusing variety 


A fifth important deficiency in local 
records is their unnecessary variety and 
frequent failure to follow well-estab- 
lished precedent, except in states that 
have imposed uniform accounting sys- 
tems on their own local governments. 
Even these state-wide systems, however, 
are at variance with one another. Inter- 
state and intercity comparisons are usu- 
ally possible only after some outside 
agency that undertakes a centralized 
collection of current data on a com- 
parable basis, has carried through to 
completion expensive field work, edi- 
torial supervision and analysis, and pub- 
lication. Among the most important 
and most obvious types of incompara- 
bility at present may be mentioned: 
differences in fiscal years; differences in 
methods of allocating overhead or ad- 
ministrative costs to constituent activi- 
ties; differences in definitions and use of 
terminology; and variations in the clas- 
sifications and subclassifications devised 
to present details of an account or ac- 
tivity. Illustration of each of these irri- 
tating incongruities will readily occur to 
readers who have fought their way 
through an assemblage of footnotes that 
explain some of the deficiencies known 
to the relatively conscientious compiler 
of tabular material on state and local 
governments. 


6. Inadequate indexes 


A sixth deficiency in basic records, 
which at first sight may seem super- 
ficial, is important as a hindrance to 
the use of information that is physically 
available. This deficiency is the lack 
of adequate indexes to most government 
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records. It is an unusual public docu- 
ment that carries any index at all, and 
even a table of contents is sometimes 
omitted from documents supposedly pre- 
sented for public information. These 
quasi-mechanical omissions may have 
more significance than would appear on 
the surface, as they often indicate un- 
systematic, un-unified, and in many 
cases uncritical, methods of throwing to- 
gether public documents, the author or 
compiler often merely following what 
was done in the previous year, and even 
sometimes justifying his shortcomings 
by extolling the virtues of ‘‘comparabil- 
ity.” 


7. Lateness in publication 


A seventh major deficiency, and the 
last which will be mentioned in this list 
as applicable to the records of the indi- 
vidual states and local governments, is 
the lateness in publication of such docu- 
ments as are published. No elaboration 
of this point is needed for anyone who 
has used government documents. Tar- 
diness in making data available in pub- 
lished form may sometimes be equiva- 
lent to the suppression of information 
needed for policy-making and criticism 
of current methods. In most cases, post- 
ponement of publications is the result of 
the desire for accuracy in official rec- 
ords, or of the precedence given by com- 
pilers to their current administrative 
work, on the assumption that published 
records have only historical interest. 


DEFICIENCIES IN CENTRALIZED 
COLLECTIONS OF DATA 


There are over 16,000 cities, towns, 
villages, and boroughs in the United 
States, in addition to more than 3,000 
counties, nearly 20,000 townships and 
towns, nearly 30,000 school districts, 
and about 10,000 other civil divisions. 
Even if each of these governmental units 
had completely satisfactory reports of 
its individual activities, both appropriate 
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for its own citizens and comparable with 
those of other similar units, there would 
still be need for centralized collections 
of at least the most important informa- 
tion in order to have a regional or na- 
tional picture of trends, permit a com- 
parison of the results obtained from 
different tax systems or administrative 
organizations, and show the place of 
governmental activities in the national 
economy. 

Centralized collectiors of data from 
governmental units on one or more levels 
are now being made by a variety of dif- 
ferent agencies. The Federal Govern- 
ment collects information from states 
and large cities annually, in addition to 
its decennial collection of financial in- 
formation from all units of government. 
A small but growing number of states 
publish information frcm cities or coun- 
ties or both, and a few include all local 
governments in their reports. Associa- 
tions of public officials collect informa- 
tion about the activities with which they 
are most concerned. Commercial organ- 
izations, usually catering to investment 
bankers and investors, carry on extensive 
compilations of current data about gov- 
ernments. 

Some of the deficiencies in these cen- 
tralized collections of data are quite 
distinct from the dezects in the basic 
records of the original governmental 
units reported upon, but some are of 
the same general naiure as those dis- 
cussed previously. Among the deficien- 
cies common to both categories, may be 
named, without further comment: (1) 
concentration on traditional subjects, 
showing a subject-matter lag in supply- 
ing data on newer developments; (2) 
current reporting of relatively fixed or 
unimportant detail, while significant 
fluctuations are reported only occasion- 
ally; (3) lack of indexes to publications, 
especially Jack of cumulative indexes 
covering a long period oi time; and (4) 
lateness in publication, which is a fail- 
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ing common to almost all government- . 


prepared data, in contrast to the rela- 
tive timeliness of data collected by pri- 
vate enterprise, where profits depend on 
prompt publication of material. 


1. Limited scope 


The first and most obvious deficiency 
in centralized collections is their limited 
scope. Only eight states report informa- 
tion about city receipts and expendi- 
tures, with one additional state reporting 
tax receipts but not expenditures. While 
a few more states report the receipts or 
expenditures of their counties, and six 
states collect some data for other gov- 
ernmental units, the area covered by all 
the local governments represented in 
these states is only a small portion of 
the whole country. The Federal Gov- 
_ ernment’s annual compilation of finan- 
cial statistics has never included cities 
with a population of less than 25,000, 
and since 1932 has excluded cities of less 
than 100,000. Similarly, other central- 
ized collections drastically limit the type 
and the number of local governmental 
units included in the compiled data. 

The effective scope of data found in 
centralized collections is even more lim- 
ited than appears from the enumeration 
of local governments and subjects cov- 
ered in these collections. States that 
publish reports on the finances or the 
activities of their cities, counties, or 
other local governments have devised 
their systems, for the most part, without 
reference to comparability with the re- 
ports of other states. Subjects covered, 
classifications, and definitions show wide 
discrepancies. The result is that for in- 
terstate comparisons, a large part of the 
value of each state’s collection is lost. 


2. Data from less appropriate units 
A second deficiency peculiar to cen- 


3 The lowest population size of cities in the 
report for 1902. See Bureau of the Census, 
Bul. 20, 1905. 
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tralized collections of government data 
is the failure to secure information about 
the most significant governmental units - 
concerned with a particular operating 
function. For example, when figures on 
welfare activities of cities are compiled 
in a state where public assistance is 
administered through county agencies, 
the data for welfare expenditures in 
urban areas are deficient. The existence 
of overlapping units of government in 
the same area always creates the danger 
of such defects in collections of data 
from a limited number of different types 
of local government. 


3. No central source of information 


A third defect in centralized collec- 
tions is the absence of a recognized cen- 
tral source of information for all gen- 
eral-purpose data on state and local gov- 
ernments. Until the time of the World 
War, the Federal Bureau of the Census 
was the pioneer in devising, developing, 
and carrying on the centralized collec- 
tion of financial and nonfinancial data 
on state and local governments. When 
the drastic wartime reductions in the 
work continued through the succeeding 
decade, and temporarily became even 
more drastic in 1933, other public and 
private organizations began to take over 
the parts of the work of immediate in- 
terest to them. At the present time, 
therefore, a wide variety of agencies are 
collecting important data from state and 
local governments, and there is much 
duplication and confusion of effort in the 
field. Furthermore, some of the agen- 
cies which have stepped into the breach 
since the World War are of a temporary 
character, being financed with emer- 


‘gency funds of governments, profits 


made from reports, or temporary grants 
from philanthropic organizations. Non- 
governmental collecting agencies prob- 
ably have a relatively short expectancy 
of life, are not likely to correlate their 
results with other data, and in some 
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cases do not furnish sufficient informa- 
tion about methods used to enable the 
critical reader to know exactly the type 
of data reported. On the other hand, 
there are deficiencies peculiar to the 
centralized collection of governmental 
data by government agencies. Among 
these are delay in publication, insuffi- 
cient analysis of results, relative inflexi- 
bility of program, and resistance to 
progress, 


INCOMPARABILITY BETWEEN SIMILAR 
Recorps oF RELATED Gov- 
ERNMENTS 


It is rare that the records of the same 
intergovernmental action on the books 
of the separate governments concerned 
can be reconciled without considerable 
adjustment. Not only are there differ- 
ences in classification and definitions, 
but funds or activities which play an 
important part in one government’s ex- 
istence may be of only incidental inter- 
est in the other governmental unit, and 
hence may be reported with accretions 
of other somewhat related data. Some 
discrepancies in the report of the same 
transaction by two governments are en- 
tirely logical. For example, from the 
viewpoint of a state giving aid to local 
governments for highways, education, or 
welfare, the state’s administration of 
these grants is a part of the expenditures 
for that purpose; but to the local gov- 
ernments receiving the aid, the state’s 
expenditure for administering the grants 
is not only unknown but is of no imme- 
diate interest. Again, if grants to local 
governments for a certain activity are 
to include reimbursement for the cost of 
administration of the local government 
in carrying out the program aided, the 
amount of these administrative costs will 
be reported separately from other ad- 
ministrative costs. , But where there is 
a system of state allocations to local gov- 
ernments for general purposes, there is 
no immediate necessity for the local gov- 
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ernment to keep separate the admin- 
istrative costs of each function, and the 
probabilities are that no such cost analy- 
sis will be attempted, and no data made 
available to the public. 

On the other hand, interstate agree- 
ments covering treatment of river ba- 
sins, ports, or parks are likely to be so 
slowly developed that information about 
such intergovernmental activities is of- 
ten made relatively accessible as part of 
the campaign to promote the activities 
themselves. The present deficiencies in 
current information about intergovern- 
mental relationships are, therefore, 
found principally in connection with the 
relationships of two or more units in 
different levels of government.‘ 


POSSIBLE METHODS OF IMPROVEMENT 


Several specific improvements that 
could be made in current reports of 
state and local governments are implied 
by the preceding enumeration of present 
deficiencies found in government reports. 
In addition, a few considerations that do 
not arise directly from the deficiencies 
discussed may be mentioned. 

Restriction of current reports to data 
of enough general significance to warrant 
monthly, quarterly, or annual publica- 
tion, would reduce the amount of detail 
now carried in government reports that 


t Among the more prominent of these rela- 
tionships, about some of which, however, ade- 
quate current data are already avzilable, may 
be mentioned especially the following: (1) 
Federal-state relations with respect to social 
security, relief, highways, ecucation, health, 
employment placement, promotion of agri- 
culture, and the National Guard; (2) Federal- 
county and Federal-City co-operative activities 
with respect to public works, public safety, 
recreation, and terminal facilities for trans- 
portation systems; (3) state-county, state-city, 
state-township, and so forth, relationships with 
respect to education, relief, highways, agri- 
culture, health, and public safety; and (4) 
city-county agreements and services with re- 
spect to fire and police protection, schools, 
water and electric supply, parks, and libra- 
ries, 


202 


has only limited interest. Furthermore, 
concentration on more important data 
would permit a wider range of valuable 
information to be published adequately 
at appropriate intervals. 

General adoption by states of a uni- 
form classification of financial accounts 
and definitions of terms would diminish’ 
present difficulties in compiling and in- 
terpreting comparative reports. Simi- 
larly, widespread adoption by cities and 
counties of a uniform classification of 
accounts, such as one recently recom- 
mended for cities by the National Com- 
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mittee on Municipal Accounting,’ would 
remove several major difficulties in pub- 
lic use of municipal government data. 

Lastly, simplification of governmental 
organization, both by consolidation of 
agencies within a governmental unit, and 
by simplification or integration of the 
various overlapping units in the same 
area, would be the most effective step in 
bringing about more comprehensive and 
significant reporting by local govern- 
ments. 


5 Standard Classification of Municipal Reve- 
nues and Expenditures, Chicago, 1939. 
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Readjusting Governmental Areas and Functions 


By W. Brooke GRAVES 


HIS volume undertakes ior the first 

time to present a fairly compre- 
hensive survey of the problems of inter- 
governmental and interjurisdictional re- 
lationships in the United States. In 
earlier times, when life itself was rela- 
tively simple and government was geared 
to the needs of a predominantly rural 
mode of life, relatively few problems of 
this character arose. Quite the oppo- 
site is the case today. On every hand, 
changes in political boundaries and new 
types of governmental machinery are 
being proposed or adopted, in an effort 
to accomplish the adjustments required 
if government is to serve adequately the 
people of our time. It is the present 
purpose to view this general situation in 
broad perspective, depending upon the 
preceding articles for the elaboration of 
the various devices mentioned. 


FEDERAL RELATIONS WITH THE 
STATES 


Much popular misunderstanding ex- 
ists regarding the problem of Federal- 
state relations. It is often assumed that 
this is some new question that has risen 
to plague the people of our time. As a 
matter of fact, the question of the rela- 
tions between the central government 
and the political subdivisions is not pe- 
culiar to the American federal system, 
nor to the era in which we live. It rises 
in every country in which federalism 
prevails, and it has been intermittently 
a subject of controversy in the United 
States from the date of the independ- 
ence of the colonies to date. It would 
be silly to suppose that anv permanently 
satisfactory solution of it will ever be 
achieved; since the question has to be 
answered anew by each succeeding gen- 
eration, it is important that some serious 
effort be made to find out what has been 


happening and what tendencies are be- 
ing established. 

It is well known that in a period of 
over a century and a half, great changes 
in the American federal system have 
taken place. It is plain that these have 
not often come about through the formal 
amendment of the Federal Constitution. 
Other and less direct methods have been 
used. The rise and growth of the grant- 
in-aid system, the uses to which the tax 
power, the commerce power, the postal 
power, and the treaty power have been 
put, and the influence of Federal legis- 
lative and administrative agencies upon 
the corresponding agencies in the states, 
have all contributed to the net result. 
The development of a variety of fiscal 
controls has been important. The Fed- 
eral Government has assumed responsi- 
bility for expensive functions formerly 
performed by the states; it has devel- 
oped the device of Federally collected, 
state-shared taxes; and it has liberalized 
the conditions attending grants-in-aid, 
even to the extent of giving uncondi- 
tional grants. 

Since the advent of the depression in 
1929 extensive developments have taken 
place, first under President Hoover, and 
in more marked degree under President 
Roosevelt, all of which have tended to 
extend the Federal influence over both 
states and cities. In addition to ex- 
penditures for direct relief and the 
public works program, legislation of far- 
reaching importance in the fields of agri- 
culture, labor, social security, and power 
development are shifting the balance in 
the American federal system at a con- 
stantly accelerating pace. 

Federal departments and agencies 
have sought state co-operation in the 
form of legislation supplementary to or 
supporting that of Congress. With a 


20 


204 


unity of party control of both Federal 
and state governments rarely experi- 
enced in American history, such meas- 
ures have been made a matter of party 
policy, and have been enacted on an 
extensive scale. While future changes 
may be made in some of this legislation, 
it is already quite clear that all or most 
of it will be retained in principle. It 
will be impossible to re-establish the old 
pattern of Federal-state relations—even 
if that should come to be desired. 


INTERSTATE RELATIONS 


The changes in the field of interstate 
relations have been quite as numerous 
and quite as significant; they represent 
an equally great departure from previ- 
ously existing patterns. The provisions 
of the Federal Constitution touching 
upon interstate ‘questions—while im- 
portant—do not now provide, and have 
not for years provided, an adequate basis 
for the solution of questions affecting 
two or more states. Through the Na- 
tional Conference of Commissioners on 
Uniform State Laws, and other agencies, 
the states have for nearly fifty years 
struggled—not too successfully—to se- 
cure uniform laws on subjects of com- 
mon concern. They have tried the inter- 
state compact device, not so often as 

. might have been expected, and have 
found it useful chiefly for the settlement 
of boundary disputes and for the alloca- 
tion of the waters of adjacent sources of 
supply. Recent attempts to use com- 
pacts in solving labor problems and oth- 
ers of a controversial nature in the field 
of social and economic relationships have 
been singularly unsuccessful. 

In the face of this situation the Coun- 
cil of State Governments has been busily 
engaged in the effort to create new ma- 
chinery that would make possible the 
establishment of “a more perfect Union.” 
We have seen the national conferences 
of state officials in specific fields, such as 
the governors and the attorneys-general, 
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strengthened by the establishment of 
permanent secretariats and the develop- 
ment of more constructive programs. 
National’ conferences of state officials 
have resulted in such permanent or- 
ganizations as the Interstate Commis- 
sion on Crime, the American Public 
Welfare Association, and others. State 
commissions on interstate co-operation 
have been established in nearly all 
states, and the habit of consultation and 
co-operation between legislative and ad- 
ministrative officers of different states 
has been strengthened to a degree here- 
tofore unknown. ` 

The most serious recent problem of 
interstate relations has been the develop- 
ment of trade and tax barriers. For a 
century and a half, Americans prided 
themselves upon the complete freedom 
of trade in this country, and were wont 
to make derisive remarks about the lack 
of such freedom in Europe. Financial 
stringency, growing out of the depres- 
sion, encouraged a competition for 
sources of revenue which resulted in the 
many overlapping and duplicating taxes 
described earlier in this volume—all 
with detrimental effects upon freedom 
of trade and commerce ‘in the United 
States. Differences in wage levels, la- 
bor standards, and unemployment ag- 
gravated by the depression, induced the 
passage of numerous state laws favoring 
products produced within the state. 
These tendencies seem to have been ar- 
rested as a result of the Interstate Con- 
ference on Trade and Tariff Barriers 
held in Chicago in April 1939. 

These numerous devices and remedial 
measures have all been undertaken with 
the twofold purpose of providing a work- 
able alternative to further centralization’ 
in Washington and of making possible a 
more adequate discharge of state func- 
tions. ` 


REGIONALISM. 
The Federal Constitution did not con- 
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template any type of regional arrange- 
ments, nor did the practice oi American 
federalism for more than a century seek 
to develop anything of the sort. Then, 
as the organized territories assumed the 
position of statehood, as the population 
increased, and*as the functions of gov- 
ernment increased in number and in 
scope, there developed a need for ad- 
ministrative areas smaller than the Na- 
tion and larger than the states. Thus 
subnational regionalism came into ex- 
istence. 

Since identical administrative regions 
did not seem suitable for all Federal 
governmental functions, and since there 
was in existence no unifying influence, 
each department or agency established 
zones or districts of such size and in 
such numbers as it pleased. They va- 
tied all the way from three Army Areas 
to as many as 750 Employment Service 
districts in the Department of Labor. 
There were twelve Federal Reserve dis- 
tricts and twelve Federal Land Bank 
districts, but the boundaries were not 
the same. Although many followed 
state lines, others did not. . It remained 
for the National Resources Committee, 
in its significant study of regionalism in 
1935, to present a plan by which order 
might be brought out of chaos. The 
Committee found that the existing field 
offices tended to center in from ten to 
twenty cities, and proposed that these 
cities be established as subcapitals of 
the appropriate areas of waich they were 
the centers. 

Meantime, other types of regions or 
“areas” were in process of development 
—notably, interstate and metropolitan. 
The former have only recently been rec- 
ognized. There are problems, such as 
those of river valleys, that affect the 
interests of several states, that yet do 
not directly concern either the Nation 
or other groups of states. We are in 
the process of developing new methods 
of solving them, and it is too early to 
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predict which type of solution will be 
found most generally useful. The Fed- 
eral Government has by act of Congress 
created the Tennessee Valley Au-hority, 
and proposals have been presented and 
considered for the extension of this type 
of agency into other comparable areas. 
In contrast to this, we have a sort of 
voluntary regionalism operating in the 
Delaware, Potomac, and Ohio R:ver val- 
leys, in the form of the Interstate Com- 
mission on the Delaware River Basin, 
the Interstate Commission on the Ohio 
River Basin, and so forth. Zn these 
cases the states concerned Lave by joint 
action undertaken to work out zhe solu- 
tion of their own problems. Here is 
presented a clear-cut alternative between 
having the Federal Government do 
things for the states without any neces- 
sary regard for local sentiment, and 
having the states solve their own prob- 
lems in their own way. 

Just as the states have found it im- 
possible to deal effectively with all the 
problems within their jurisdiction with- 
out regard to their neighbors, so the 
cities have been forced to face the fact 
that their own boundaries seldom if ever 
coincide with the social and economic 
life of the area of which they are the 
center. The growth of huge slum areas 
within the boundaries of tae city proper, 
the decentralization of industry, and the 
growth of large suburban residential 
areas have given rise to the metropolitan 
area. Here, an area that is socially and 
economically a unit struggles under a 
multiplicity of overlapping and unco- 
ordinated governmental establishments 
-—cities, boroughs, towns, townships, vil- 
lages, authorities, ard special districts 
for schools, highways, and many other 
purposes. The city pcpuletion looks 
with longing upon the wealthy suburban 
assessment rolls, while the suburbanites 
regard with suspicion and distrust the 
political machines which have so often 
misgoverned the cities. The situation is 


206 


further complicated by the fact that 
these metropolitan areas frequently ex- 
tend far beyond the boundaries of a 
single state. 


STATE-LocAL RELATIONS 


Perhaps the most difficult problems 
of adjustment exist in the field of local 
government. Here, as is pointed out 
elsewhere in this volume, Americans live 
` under layer upon layer of units of local 
government—about 175,000 of them in 
all. While overlapping, duplication, and 
waste have been greatly reduced at the 
Federal and state levels, they still flour- 
ish unrestrained in large numbers of lo- 
cal units. This multiplicity of dwarf- 
sized units, struggling under the burden 
of poor and inefficient management, 
combines to impose an increasingly 
heavy burden upon the American tax- 
payers. It seems clear that they cannot, 
and it is to be hoped that they will not, 
submit indefinitely to the continuance of 
this burden. 

Numerous solutions of this problem 
have been suggested, and in isolated 
cases, adopted. The more important 
proposals are: (1) complete state cen- 
tralization; (2) extension of state su- 
pervision (partial centralization); (3) 
county consolidation (state regional- 
ism); (4) reduction of the number of 
the smaller local units and readjustment 
of boundaries; and (5) reorganization 
of the machinery of local government. 
Obviously, not all of these ideas are 
mutually exclusive, but might be com- 
bined in various ways, in a variety of 
patterns. 


State centralization or supervision 


The proponents of state centralization 
regard this as a natural solution of the 
difficulties into which local government 
has fallen. They argue, with much 
justification, that modern methods of 
transportation and communication have 
placed the state in a position in relation 
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to the citizen, comparable to that occu- 
pied by the county in days gone by. It 
is contended that real estate, which is 
the chief source of local revenue, can no 
longer Lear the tax burden necessary to 
support the numerous and extensive 
services demanded of present-day gov- 
ernment; that road building is no longer 
properly a function of local government; 
that modern education cannot properly 
be subjected to the vagaries of local 
boards of education; that dangers to 
the public health are no longer confined 
to the limits of any particular com- 
munity; that old-fashioned methods of 
poor relief have no place in an en- 
lightened community; and so on, ad in- 
finitum. North Carolina and Virginia 
have taken over the construction and 
maintenance of roads. North Carolina 
has taken over its schools. By thus ab- 
sorbing local functions, the local units 
will atrophy and in time disappear. 
Many other states are moving more 
slowly and deliberately in the same di- 
rection. It may be noted that this de- 
vice, together with new functions of 
government, would to a large extent 
compensate the states for losses of power 
sustained through Federal centraliza- 
tion. 

To those who object to complete state 
centralization as violating the principle 
of local self-government, the principle of 
state supervision appears somewhat 
more acceptable. While they resent 
“state interference,” they recognize the 
deficiencies of local government, and 
realize that here is a method by which 
the local communities can retain powers 
which they have long exercised. So the 
states, by statute and by appropriate 
administrative agencies, now frequently 
supervise local assessments, local tax 
rates, local budgets, and local fiscal re- 
porting, audit local accounts, and exer- 
cise control over local indebtedness. In 
the field of education, the granting of 
financial aid enables them to extend 
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control over school buildings, pupil 
transportation, and other phases of the 
school program; they enforce standards 
of teacher training through certification, 
and they contro] the content of the cur- 
riculum. In many other fields, local 
officials feel the regulatory power of the 
state legislature and the administrative 
departments of the state government. 


County consolidation or reorganization 


Still others propose county consolida- 
tion and the establishment of an intra- 
state regionalism. They point to the 
decrepit condition of the average county 
government, and contend that the 
county as we have known it no longer 
has any valid reason for existence. In 
addition to the fact that it bas no struc- 
tural setup adequate for the discharge 
of any very important responsibilities, it 
is, they claim, too small in size to meet 
the needs of interlevel government, and 
too large to serve as a unit of purely 
local government. However useful it 
may once have been, they say, it repre- 
sents an anachronism in the world of 
1940. 

Others propose that instead of con- 
solidating the counties or abandoning 
them, we ought to retain them as the 
basic units of local government. They 
point to the fact that the county seat 
today is not so far from the home of 
the average citizen as was cnce the town 
hall. If his business at the courthouse 
cannot be transacted by telephone, a 
short ride in an automobile over smooth, 
hard-surfaced roads will bring him there 
in person. They point to school districts 
in which there are no children of school 
age, or too few to permit the operation 
of a schocl system; to town and village 
lockups in which a prisoner is a curi- 
osity; to road districts in which no road 
tax has been levied for years; to justices 
of the peace who have never qualified, 
or who, having qualified, have never 
heard a case. These units, they say, are 
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the ones that ought to go, the county be- 
ing strengthened and retained as the 
unit of local government in rural areas, 
as the city is the unit in moze populous 
sections. 

Whatever the ultimate solution of the 
problem of reorganizing the units of lo- 
cal government, there are two tests 
which must be met. First, the unit 
adopted must be large enough to permit 
the employment of competent, trained, 
full-time, salaried personnel. Most 
cities and a few counties now meet this 
test; many more counties might do so 
if their existing powers were augmented 
by those now exercised by smaller units. 
Counties which are too small to do so 
might still be consolidated. Second, the 
unit adopted must be small enough ac- 
tually to meet the needs of the people 
for a unit of local goverrment. The 
people must be brought to understand, 
however, that the extent and the effi- 
ciency of popular control over local gov- 
ernment is determined not so much by 
the size of the unit as by its practica- 
bility under existing conditions. The 
county would appear to meet these tests 
more nearly than any other unit of local 
government now existing. In most 
states, the counties are frozen in the 
constitution; considering the difficulties 
involved in changing many of these 
constitutions, this fact provides an addi- 
tional practical reason for using them as 
the basis for the reconstruction of local 
government. 


Structural change 


Finally, there is the proposal to re- 
organize the structure of the govern- 
mental machinery in the local units. 
The proponents of this plan contend 
that the trouble with local government 
lies not so much in the rumber or the 
size of the units as in a defective or- 
ganization. The average county has no 
responsible executive; what it needs is 
some kind of executive officer—a county 
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president, a county executive, or a 
county, manager. The city-manager 
plan has been successful where tried; 
why not use it in boroughs and other 
small local units? The cities them- 
selves, unable to cope with existing 
needs, turn hopefully to special-purpose 
“authorities,” and vie with one another 
in their efforts to secure financial as- 
sistance from the Federal Government. 
Whether or not changes in the structure 
of local government organization would 
be sufficient to meet the present need, 
it should be apparent to anyone that any 
increase in the powers of the county 
would be foolhardy without them. 
When the county cannot properly per- 
form the functions now intrusted to it, 
it would be useless to expect it to render 
additional services with the present 
structural setup. 

The truth of the matter is that the 
kind of civilization that has been devel- 
oped in the United States in recent 
years, with its high-speed machinery, its 
assembly lines, its railroads and auto- 
mobiles and airplanes, its telephone and 
telegraph and radio, has made necessary 
the reconstruction of government all 
along the line. After years of study and 
debate, with almost countless investiga- 
tions and reports, some measure of re- 
organization of the machinery of the 
Federal Government has been accom- 
plished. Since 1917 the states have 
been in the process of reorganization, 
and the city-manager movement has 
been making notable progress through- 
out the country during the same period. 
In the countries of Europe, likewise, it 
has been necessary to adapt the ma- 
chinery of government to the needs of 
modern life. It is high time that some 
intelligent and sustained effort be made 
to reconstruct the machinery of local 
government in rural America. 


NATIONAL RESEARCH NEEDED 
It has been the purpose of the pre- 
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ceding paragraphs to sketch in broad 
outline the more significant current 
trends in intergovernmental and inter- 
jurisdictional relationships in the United 
States. In the Federal-state, interstate, 
and regional fields, the developments 
discussed are actually happening, while 
in the state-local field, many of the pro- 
posals are still largely in the discussion 
stage.’ The most important fact is that 
tremendous changes are now in process 
in American government as we have 
known it—changes which are modifying 
long-established forms, structures, and 
procedures. These changes are occur- 
ring in response to public pressure for 
government service which the govern- 
ment as it has been is unable to provide; 
hence the groping for some new device 
or relationship capable of giving suffi- ` 
cient strength to existing ‘agencies to 
enable them to function. 

No one has any well-developed plan, 
and no one knows more than a very 
small part of what is happening along 
a dozen different fronts. Present efforts 
are being made by the slow and expen- 
sive methods of trial and error. Impor- 
tant consequences are incidental and ` 
even accidental. There is no plan, and 
it has been said, “Where there is no vi- 
sion, the people perish.” 

The device of the national research 
commission, used successfully in recent 
years for other purposes, might proper- 
ly be employed here. President Hoover 
had his Commission on Law Observance 
and his Commission on Social Trends, 
both of which rendered valuable reports. 
President Roosevelt has had commis- 
sions on social security, administrative 
management, the economic condition of 
the South, and other important subjects. 
Some have led to specific proposals of 
legislation, while others have not. We 
need to develop a plan to guide the 
course of events in the field of inter- 
governmental relations in the future, but 
before any plan can be made, we must 
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secure much more basic information 
than we now have. 

The President should be prevailed 
upon to appoint a national commission 
composed of the ablest and best-quali- 
fied-persons in the country to undertake 
the study. They should be given suffi- 
cient time and adequate firancial sup- 
port. All existing published materials 
bearing on any phase of tne problem 
should be gathered and exemined, and 
original investigations undertaken where 
necessary to fill in serious gaps. The 
effort should be made to sez the entire 
picture and to see it whole. 


OBJECTIVES OF STUDY 


We need to know exactly what func- 
tions of government are now being per- 
formed, at what levels—nacional, state, 
and local—and with what interrelation- 
ships, and to determine at the same time 
what functions ought to be performed 
by each unit. We need to know, by as 
objective standards as car be devised, 
the degrees of efficiency ot the various 
functions in various parts cf the country 
and at various levels. We need to clari- 
fy existing conflicts and uncertainties in 
the field of taxation, and to work out 
more satisfactory arrangements with re- 
gard to interlevel personnel relations. 
With such information at hand, it might 
be possible to determine optimal units 
for specific governmental purposes, and 
to get some intelligent guidance to the 
course of future developments in this 
field. 

Such a study as is contemplated would 
start with the administration of govern- 
mental services, using approved methods 
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of scientific inquiry. It would seek to 
be practical and to avoid the vague and 
highly theoretical approach which has 
often characterized the discussion of 
such relationships in the past. Many 
studies of similar character have already 
been made on a smaller scale. The Na- 
tional Resources Committee, in the re- 
gionalism study already referred to and 
in its urbanism study, has dealt with 
segments of the larger field. Excellent 
studies of local government have been 
made in a number of states, including 
New Jersey, New York, Ohio, and Penn- 
sylvania, by public and private agencies. 
A growing body of special studies, many 
of which are listed in the Bibliography 
at the conclusion of this volume, is is- 
suing from the press. The present pro- 
posal, therefore, calls not for anything 
new or strange, but for an extension and 
co-ordination of procedures now quite 
familiar. 

It is evident that the tendency of re- 
cent years has been toward the cen- 
tralization of governmental authority all 
along the line. Functions have been 
passed along to successively larger units 
—from the smaller local units to the 
county and from both to the states, from 
the states to regions end from both to 
the Federal Government. We do not 
know what the optimal units are for 
specific governmental purposes, nor do 
we have any clearly formulated prin- 
ciples to enable us to determine what 
they are. These, such ar investigation 
as outlined above might provide. The 
size of the undertaking may be appall- 
ing, but its very size ofers a challenge to 
the American people. 
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Dovre, Wrtson K. Independent Commis- 
sions in the Federal Government. Pp. ix, 
106. Chapel Hill: University of North 
Carolina Press, 1939. $1.50. 


This compact and effectively written vol- 
ume continues the discussion of the status 
oi the independent commission in modern 
governments and administration. The prob- 
lem has become acute only since the multi- 
plication of such agencies subsequent to 
1933, although in principle it reaches back 
to the establiskment of the Interstate Com- 
merce Commission in 1887. The Report 
of the President’s Committee on Admin- 
istrative Menagement put it in the fore- 
ground of current issues of administration. 

The conclusions reached by Dr. Doyle 
resemble those reached by Professor Rob- 
ert E. Cushman in 1937. Dr. Doyle recom- 
mends the reorganization of most of the 
independent regulatory commissions as 
“subordinate single head units” within the 
appropriate Federal executiye departments; 
the more frequent use of general regula- 
tions in lieu of specific orders; the wider 
use of general public hearings prior to the 
promulgation of regulations defining policy; 
and the segregation of judicial powers in 
administrative courts, or alternatively their 
exercise by commissions with emphasis on 
the public rather than private interest. 

One of the principal contributions of this 
study to the expanding literature on the 
general problem is the analysis of the neces- 
sity for effective policy co-ordination among 
the independent commissions, and between 
them and the major departments. The 
author is on certain ground when he writes 
that the fullest measure of co-ordination 
cannot be attained so long as it rests on a 
voluntary basis. He might have written 
that an adequate measure of co-ordination 
cannot be expected short of effective con- 
tact through the Chief Executive. 

Principal reliance for better co-ordina- 
tion is found by the author in common 
subordination to the President; failing this, 
in the work of a proposed standing commit- 
tee of Congress. Despite the authority of 
Charles A. Beard for this alternative, it 
seems less than a second best. 
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The author also rightly emphasizes the 
present channels of communication and in- 
fluence which undercut the presumed inde- 
pendence of the independent commissions. 
The pressure of events is steadily throwing 
them within the sphere of influence of the 
White House; in the present reviewer’s 
judgment, inevitably so. This trend em- 
phasizes the desirability of some modifica- 
tion of present organization to preserve 
adequate consideration of private rights 
vis-A-vis administrative power, short of an 
eventual, costly, and time-consuming ap- 
peal to the judiciary. As far as this ele- 
ment counts, it seems to point to the 
evolution of our expanding administrative 
court structure. 

Leonard D. Warre 

University of Chicago 


McCamy, James L. Government Pub- 
heity, Pp. xv, 275. Chicago: University 
of Chicago Press, 1939. $2.50. 

In this volume Dr. McCamy presents the 
most complete factual survey to date of 
Federal Government publicity in the United 
States. He also gives a careful analysis of 
the major problems relating thereto, and 
offers constructive suggestions for improv- 
ing government practices in the field of 
publicity. 

The author finds that government pub- 
licity administrators for the most part rely 
for their information regarding the effec- 
tiveness of publicity programs upon press 
clippings, straw polls, and mail analyses. 
He strongly urges the use of more refined 
techniques for measuring public opinion 
and studying audience response in terms of 
significant psychological groups He also 
finds a lamentable lack of co-ordination 
within and among the publicity services of 
governmental agencies, and outlines a clear- 
cut program for improving the situation 
Finally, on the basis of a careful survey of 
government publicity personnel—the types 
of persons engaged in this activity, their 
salaries, conditions of work, and morale— 
he emphasizes the need for an enlightened 
administrative policy that will give pub- 
licity officials a real career service and a 
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professional status attractive to the best 
talent available. 

On the basis of a factual survey of gov- 
ernment publicity practices, in terms of 
publicity objectives, audiences to be 
reached, publicity planning, content, and 
media used, Dr McCamy reaches the con- 
clusions’ (1) that newer Federal agencies 
plan their publicity programs more elab- 
orately and make a more extensive use of 
media than the older or pre-New Deal 
agencies; (2) that Federal publicity offices 
distribute their releases primarily, to the 
three privately owned media of mass circu- 
lation, namely, newspapers, magazines, and 
radio, rather than through their own con- 
trolled media such as pamphlets, exhibits, 
posters, and film strips; and (3) that no 
single objective dominates the publicity 
program of any Federal agency. The last 
conclusion is based upon a very careful 
analysis and classification of publicity ob- 
jectives. The author finds that “clear-cut 
conclusions as to the amount of effective 
publicity reaching audiences of deter- 
minable sizes are impossible,” and uses as 
a measure of the relative extent of publicity 
among the agencies the number of varied 
types of campaigns employed. 

Dr. McCamy is empaatically of the opin- 
ion that government publicity in the United 
States today is not a threat to democracy 
as some have asserted. In the concluding 
paragraph he states his position effectively. 
“The administrative publicist as an aide to 
the executive, skilled in using the instru- 
ments of persuasion and explanation, ex- 
perienced in knowing what the public thinks 
and says, sensitive to the changing temper 
of audiences, and confined to the role of 
communicating policy but not making it, 
is no more a threat to personal freedom 
than is the responsible leadership which he 
serves. Liberty for the individual, as dem- 
ocrats: hope to preserve it, is more likely 
to be drowned in the flood of publicity is- 
sued, not by bureaucrats but by dema- 
gogues who speak the people’s language and 
serve other gods than freedom.” 

This is about the only and certainly the 
best treatment of the subject of govern- 
ment publicity now available. It is care- 
fully documented, well organized, and 
clearly written. In addition to relevant 
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literature, the author has made extensive 
use of personal interviews and question- 
naires in collecting his data. 
Harwoop L, CHADS 
Princeton University 


Bates, FRANK G., and OLrverR P. FELD. 
State Government. Rev. Ed. Pp. ix, 
561. New York. Harper & Brothers, 
1939. $3.50. 


It is a fairly common practice to begin 
the college teaching of political science with 
a survey course in American Government, 
taught in the lower division. The first 
semester is usually given over entirely to 
national government, while the second is 
devoted to state and local government. 
There are several textbooks which essay 
to include the entire gamut in one volume. 
However, the demand for more extensive 
treatment has resulted in some books deal- 
ing with the states alone. The subject of 
this review is a revised edition of one of 
the standard texts originally issued in 
1928. 

The book is a balanced piece of crafts- 
mansnip produced by two well-known and 
respected scholars and teachers. The style 
is clear and understandable, thus making 
for that quality which teachers sometimes 
refer to as “teachability.” At the same 
time, the book satisfies the dictates of pol- 
ished and scholarly style. The subject 
matter, both as to content and as to ar- 
rangement, conforms to accepted prac- 
tice. 

Any good book can be criticized from 
the stancpoint of the reviewer’s own pedan- 
try, a fact which makes one hesitant to 
suggest minor shortcomings. Among the 
most significant developments in state ad- 
ministration in the past decade are the 
growth of the welfare and social-security 
activities and the revival of interest in civil 
3eryice. The enactment of merit-system 
laws in Minnesota, New Mexico, and Rhode 
Island may have transpired after the final 
manuscript was submitted to the printer. 
Public welfare is treated in a traditional 
manner which fails to set forth the dy- 
namic problems in ,this field forced upon 
public authorities during recent years. 

JoHN M. PriIvFNER 

University of Southern California 
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Frexp, OLrver P. Civil Service Law. Pp. 
ix, 286. Minneapolis: University of 
Minnesota Press, 1939. $5.00. 

This excellent and long-anticipated vol- 
ume fills a large gap in the civil service 
literature. Apart from brief articles on 
special jurisdictions on particular topics, 
there has been no treatment of the judicial 
interpretation of the civil service statutes, 
ordinances, rules, and practices. The diffi- 
culty of organizing such a systematic study 
is very great, since most of the law is stat- 
utory and the decisions of the courts must 
be rendered in view of statutory phrase- 
ology rather than the common law of 
officers. This - difficulty has been sur- 
mounted by the author in the statement 
of ‘trends of judicial opinion and in the 
formulation of such generalizations as the 
courts themselves have developed. 

The book is written for personal officers 
and draftsmen of laws and regulations. 
The student of administrative law and of 
public administration will also find the vol- 
ume of interest and value. The law of the 
principal civil service operations is exam- 
ined in turn: classification (in the sense of 
extension of the merit system); examina- 
tion; appointment and veterans’ prefer- 
ence; promotion and transfer; demotion 
and layoff; suspension and removal. The 
law of public pensions is nct dealt with, 
nor is there a discussion of the legal posi- 
tion of unions of civil service employees. 

The extent of Professor Field’s study is 
indicated by the table of cases; a quick 
estimate indicates that at least fifteen hun- 
dred cases have been cited. Among the 
general conclusions we may note a few 
to suggest the present position. As to the 
constitutionality of civil service legislation 
we read: “Fortunately for American gov- 
ernment and for those who believe that the 
common law is a law of growth as well as 
of precedent and logic, most courts have 
acted the part of statesmen in the law and 
have used legal theory and governmental 
necessity to make civil service laws consti- 
tutionally possible... .” 

Concerning the moot point of prerequi- 
sites for examination, the au-hor concludes 
that “the personnel agency, by virtue of its 
power to formulate rules to make the civil 
service law effective, may make such addi- 
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tional requirements if they are reasonable 
and have a substantial bearing upon merit 
or fitness.” Where, however, an enumera- 
tion of types of prerequisites has been made 
by statute, it would appear to the reviewer 
doubtful whether the rule-making power 
would include authority to impose other 
types of prerequisites. 

In adopting a new civil service law, the 
courts are disinclined to interpret the stat- 
ute in such manner as to bring under it 
those not clearly included by the terms of 
the act. For example, they look with dis- 
favor upon including temporary appointees. 

The largest single section of the study is 
devoted to the power to suspend and re- 
move. Professor Field finds in general 
“that civil service laws curtail the removal 
power under existing statutes only insofar 
as they expressly or by clear implication 
substitute different procedures or causes or 
new rules concerning participation in the 
exercise of the power to remove.” There is 
a tendency to require cause for removal if, 
by ordinary canons of interpretation, it 
can be required. The nature of the cause 
and the form in which it must be stated are 
examined at length, with a brief reference 
to a complicated jurisprudence surrounding 
the perplexing question, When is a police 
officer drunk? 

These are merely examples of the con- 
tent and form of treatment, buttressed 
throughout by extensive citation of cases 
which, to the student of public administra- 
tion, reveal also the many tricks and dodges 
by which some seek to circumvent the civil 
service law and rules. The book is an im- 
portant and timely addition to the litera- 
ture. 

Lzronarp D. WETTE 

University of Chicago 


Hopces, Henry G. City Management. 
Pp. xx, 759. New York: F. S. Crofts 
and Co., 1939. $4.50. 

If one may judge from the number of 
books appearing in the field of municipal 
government and administration, this prob- 
lem is receiving increased attention. The 
present volume is limited to a discussion 
of the problems of municipal administra- 
tion. 

The author states in his preface that the 
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book is intended as a textbook for college 
courses, for the use of citizen organizations 
and local civic leaders, and as a handbook 
for those in leading positions of responsi- 
bility in local government, and those train- 
ing for such positions. To satisfy all these 
needs in one volume is difficult. The pri- 
mary use of the book will probably be as 
a text for college courses in municipal ad- 
ministration. 

The author believes that in a democracy 
all students in state-supported institutions 
should be required by law to take courses 
in political science before being graduated. 
If a book on municipal administration is to 
meet such a demand, it would appear that 
the technical aspects of municipal admin- 
istration should be avoided and the general 
problems of policy emphasized. Thus there 
may be some question as to the value to 
college students of an explanation of the 
operation of an Imhoff tank or the other 
methods of sewage disposal (pp. 615-18). 
The same question arises in connection with 
the author’s chapter on water, the discus- 
sion in many cases being quite technical for 
college students interested in the general 
problems of municipal administration (pp. 
634, 637). 

In the field of city government many of 
the problems are not strictly municipal but 
are interrelated to state and Federal poli- 
cies and action. In discussing public wel- 
fare in a book on city government, how far 
should one go into state and Federal public 
welfare activities? The same problem 
arises in a discussion of housing. Professor 
Hodges has met this problem in a highly 
satisfactory manner, though his discussion 
of the Federal programs in these two fields 
is necessarily brief. There is a separate 
chapter on state financial supervision, but 
little consideration is given to state super- 
vision and control over other municipal 
activities. 

The author has performed a difficult task 
in good fashion. In general, he has lived 
up to the promise in his preface of fearless 
criticism, but in some cases he has relied 
on his safe admonition that “involved con- 
troversial questions do not lend themselves 
to simple answers, which makes this prob- 
lem more interesting.” His varied expe- 
riences make him eminently qualified to 
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write in this field, and the book should aid 
in the improvement of municipal admin- 
istration. 
CHARLES M. KNEIER 
University of Ilinois 


GIBBON, SR Gwitym, and Recrmatp W. 
BELL. History of the London County 
Council, 1889-1939 Pp. xxi, 696. New 
York: The Macmillan Co., 1939. $7 00. 

Rosson, Worm A. The Government 
and Misgoverninent of London. Pp. 484. 
London: George Allen and Unwin, Ltd., 
1939. 15s. 


Unquestionably, the outstanding local 
governing body in the world today is the 
London County Council. This is so not 
only because of the size and importance of 
the community it governs, but also because 
of the ability and integrity of its members, 
the high plane of its debates, committee 
work, and publications, and the courage 
with which, on the whole, it has approached 
crucial problems of public service in a 
metropolis. 

The powers of the Council do not ex- 
tend to the entire area and population that 
men think of as London, nor do they com- 
prehend all the important local services. 
Police, water supply, and several other im- 
portant functions do not come within the 
Council’s purview. Even in this limited 
form, the Council has existed now for but 
fifty years, and its predecessor, the Metro- 
politan Board of Works, existed only a lit- 
tle over a generation. In short, the great 
agglomeration known as London had no 
over-all government whatever less than a 
century ago, and is still far from being an 
integrated, self-governing entity. 

The authors of the first book under re- 
view wrote it at the instance of the London 
County Council to commemorate its jubi- 
lee, but they assure the reader that “it is 
in no sense an official history.” Be that as 
it may, there is an evident intention to pre- 
sent the history and the work of the Coun- 
cil in a sympathetic way. This is no doubt 
as it should be Following a brief history 
of the rise of the Council, the authors deal 
with certain general matters like council 
organization and procedure, parties, finance, 
and central staff; and then take up seriatim 
the major functional services such as edu- 
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cation, public health, housing, sanitation, 
public works, fire brigade, and parks. The 
factual material in these and other chapters 
is of the greatest importance for the under- 
standing of London government, and the 
student will find himself turning frequently 
to this informative and authoritative work. 
The numerous illustrations, including the 
excellent series of cartoons from Punch, 
should be especially mentioned. 

Throughout the work there are scattered 
allusions to defects in the Ccuncil’s proce- 
dures and policies, and these increase a 
little in the closing chapters on relations 
with Parliament, public utilities, other lo- 
cal governments, and the public. For any- 
thing really critical of London government, 
however, iz is necessary to go to other 
sources such as Dr. William. A. Robson’s 
work. In his thoroughly documented book, 
Dr. Robson makes London and its needs, 
rather than the County Council, the center 
of attention. In numerous short, vigorous 
chapters he traces the past, present, and 
future of London government, and reveals 
much of the sordid resistance of various 
vested interests to necessary reforms, and 
the indifference if not animosity of the cen- 
tral government to the creazion of a really 
effective government for all London. Dr. 
Robson’s book is a truly distinguished de- 
scriptive, analytical, and critical contribu- 
tion to the subject It covers all important 
phases of London’s metropolitan prob- 
lems. 

A closing chapter on “The Prospects of 
Reform,” which is on the whole a dis- 
couraging one, contains a pleasant surprise 
for Americans. Speaking of the New York 
City Charter of 1936, Dr Robson says that 
“the remodelled governmert of New York 
is immensely superior to the effete arrange- 
ments which continue to exist in London.” 
When Englishmen begin to think of Ameri- 
can political institutions as superior to their 
own, those Americans who speak of their 
own government only to disparage it should 
begin to open their eyes to the really great 
improvements that have bezn accomplished 
in the government of some American cities. 
But the time has not come for boasting. 
Much remains to be done. And one re- 
spect in which the English certainly lead us 
is the writing and publication of books as 
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good as these on the governments of their 


leading cities. 
WILLIAM ANDERSON 
University of Minnesota 


Carr, ALBERT. Juggernaut: The Path of 
Dictatorship. Pp. xvii, 531. New York. 
Viking Press, 1939. $3.00. 

In sharp contrast with the doctrine laid 
down in Ex parte Milligan, the early Roman 
republic availed itself of “constitutional 
dictatorships” as a convenient form of po- 
litical catharsis. In this way the institu- 
tional framework of government was re- 
lieved from the strain of military exigencies 
Both the absence of crucial comestic issues 
and the character of contemporary warfare 
made the return to “normalcy” unprob- 
lematical. Sulla, faced with a changing sit- 
uation at home and abroad. was the first 
to free his dictatorship from any time limi- 
tation. The new formula found its per- 
fection in Caesar. In him the author sees 
the prototype of the modern dictator—the 
man who “abrogates the traditional political 
privileges of his people while he himself as- 
sumes complete authority over all phases 
of the national life” (p xv). 

Is there a “natural law” of dictatorship? 
A reply is attempted here in the light of a 
series of case histories. These are grouped 
under three headings: “dynasts—men who 
assumed or extended dictatorial power as 
the embodiment or representatives of in- 
herited authority; revolutionaries—men 
who were raised to dictatorial power to 
serve the interests of discontented elements 
in the population; crisis-men—men who 
became dictators at a time of crisis because 
of their hold on public opinion, but with 
the active aid of the ruling economic class.” 
The first group is represented by Richelieu, 
Louis XIV, Frederick the Great, Bismarck, 
Primo de Rivera, Alexander of Yugoslavia, 
Metaxas, and Rumania’s Cerol. In the sec- 
ond class we find Cromwell, Robespierre, 
Bolivar, Lenin, and Stalin The third cate- 
gory embraces Napoleon I, Napoleon III, 
Gómez, Mussolini, Ataturk, Salazar, and 
Hitler. 

Most of these portraits reveal Mr. Carr’s 
solid craftsmanship as a successful short- 
story writer. No lay reader could wish for 
a more attractive presentation of the fruits 
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of scholarship—fruits which the author has 
gathered together with laudable conscien- 
tiousness and discrimination (without, how- 
ever, explicitly affirming his indebtedness to 
any man of learning). While the book thus 
serves an important purpose, it falls pain- 
fully short of illuminating significantly the 
main theme which Mr. Carr set out to ex- 
plore. He is at his best in floodlighting the 
march of history; bu: the one thing that 
does not emerge from the personality 
sketches is a “pattern” of dictatorship. 
What uniformity there is in the rise and 
fall of “men of destiny” results largely 
from the point of view which dominates the 
author’s interpretation. Small wonder that 
the few pages of generalization at the end 
of the volume are hardly more than an 
anticlimax. The implications of democ- 
racy, we read, are “today unmistakably 
socialistic” (p. 511). Yet we read also: 
“When the interests of the traditional rul- 
ing class of capitalism are threatened from 
below, that class turns away from democ- 
racy, from the universal franchise and se- 
cret ballot, to the crisis-man” (p. 491). 
Recoiling from the recent turn in the 
United States toward “economic democ- 
racy” (p. 524), the author finds the nearest 
parallel to our present domestic situation 
in the “German republic during Hitler’s rise 
to power” (p. 515). Can we check the 
forces of decomposition? All that Mr. 
Carr has to offer those “who recognize the 
historical significance of crisis-dictatorship” 
is the advice to “stand steadfast, organizing 
and wisely directing their political energies 
in the defense of democracy” (p. 526). 
Which way, Mr, Carr? 
Fritz MORSTEIN Marx 
Queens College 


Sperer, Hans, and ALFRED KABLER (Eds.). 
War in Our Time. Pp. 362. New York: 
W. W. Norton & Co., 1939. $3.00. 

It “cost” Julius Caeser 20 cents to kill 
an adversary; every corpse “cost” Napo- 
leon $7,000; how much will Hitler pay? 
Between 1914 and 1918 Europe and Asia 
absorbed 186 billion dollars’ worth of 
death; in 1939... ? Little did the au- 
thors of this present volume know that the 
chosen title for their collective effort, full 
of insight, scholarship, and timeliness even 
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then, would be even more appropriate as 
this review is written to the background- 
thundering of guns and exploding of 
bombs. 

True enough, the entire volume—how- 
ever brilliantly conceived—remains some- 
what pedantic, somewhat textbookish and 
detached, and despite its occasionally bril- 
liant exposition, one cannot but speak of a 
general unevenness of quality of the various 
contributions. The military and technical 
aspects of war have been left to experts 
not included here, where but the special 
social implications of war and the prepara- 
tions for it are analyzed and described. 
And for those who have not been con- 
vinced as yet, this collection will conclu- 
sively prove the totalitarity of modern war, 
affecting—as we have been learning by bit- 
ter example—everybody, everywhere! In 
considering, then, peace plans, power poli- 
tics, domestic policy, foreign relations, sov» 
ereignty, population, foodstuffs, raw ma- 
terials, autarchy, conquest (economic), 
national defense (costs), finance, expendi- 
tures, labor, property, morale, propaganda, 
and the Church, we speak of factors which 
are close to us individually as well as col- 
lectively, and we are discussing the very 
phenomena which in their combination give 
us the only true and permanent means to 
avoid war and to evolve what we might 
dare to call a constructive policy for peace. 

Dr. Alvin Johnson writes a stimulating 
foreword, which is followed by a competent 
introduction by the editors; but then, de- 
spite such distinguished names on the aca- 
demic horizon as Hans Simons, Emil Led- 
erer, Arnold Brecht, Hans Staudinger, Karl 
Brandt, Eduard Heimann, Arthur Feiler, 
Fritz Lehmann, Gerhard Colm, Alfred 


‘Kahler, Frieda Wunderlich, Rudolf Lit- 


tauer, Albert Salomon, Hans Speier, Carl 
Mayer, and Max Ascoli, we find ourselves 
somewhat on a let-down, and we thirst for 
the excitement of life and death of a 
Gunther, a Sheean, a Whitaker, a van 
Paassen, for they too possess scholarship 
and theory, but theirs is bound up with the 
breathing earth on which they walk and 
with the blood that pulsates through their 
veins and through the folk about them. 
Today, the average person and especially 
the American knows a great deal about war, 
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about the social implications of it, as it 
affects him and his family; he knows as 
well its effects and results, its impassive 
deadliness and its amoral deterioration. 
We know that peace is preferable to war, 
as we know that democracy is preferable to 
fascism or communism, and yet how are 
we to achieve peace—equitable peace 
among ourselves as among nations? There 
is little of what we seek in this book, ex- 
cept perhaps Mr. Ascoli’s advice to block- 
ade the fascist powers, which—he is con- 
vinced—they could not endure. As events 
are following one another at breakneck 
speed, this book serves a gooc purpose well, 
as it tells not so much what we might do to 
preserve peace, as what we might have 
done to preserve peace. 
Boris ExccH NELSON 
Brooklyn, N. Y. 


EBENSTEIN, Wituram. Fascist Italy. Pp. 
x, 310. New York: American Book 
Co., 1939. $2.50. 


It is an unflattering picture of Fascist 
Italy that Mr. Ebenstein presents. Very 
likely, those who prefer a kindlier inter- 
pretation will find his book wanting in “ob- 
jectivity” of viewpoint. He has indeed lit- 
tle to say on behalf of the Fascist regime; 
but that is simply because he looks at its 
promises and performances from the ground 
of humanitarian and liberal ideals. In 
terms of its data, the book appears to be 
accurate—as accurate as possible in the 
face of severely and consciously restricted 
information. And this ought to be a greater 
merit than the avowed impartiality that so 
frequently cloaks serious distortions of 
data. 

In ten brief and informative chapters 
Mr. Ebenstein describes the rise of the 
Blackshirts to power; their sweeping altera- 
tion of Italy’s political, educational, and 
economic structure; and the regime’s do- 
mestic and foreign policies. In essence, his 
conclusions are that this is a predatory 
despotism, employing mos: old and some 
new techniques of power politics. Its up- 
keep is at the cost of material, intellectual, 
and moral impoverishmen: of the under- 
lying populace. Moreover, “the supremacy 
of the political standard in Fascist economy 
leads to a remarkable phenomenon, that is, 
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the actual supremacy of the political over 
the economic hierarchy.” 

On one count this book seems to be se- 
riously inadequate: it does not point out 
that the Fascist regime has after all cap- 
tured a good deal of popular support. Fas- 
cism makes powerful appeals to men in all 
classes, and it is important not only that 
this be recognized but also that attempt be 
made to understand it. Certainly the ex- 
planation is not to be discovered—as a cor- 
respondent of the New York Times recently 
suggested—by simply pointing to “big pub- 
lic works” as “the sort of thing that gave 
Fascism its powerful grip on Italy and 
which won the enthusiastic support of a 
great part of the population in the early 
years.” It appears to be much more subtle 
-—to lie in the nonlogical behavior of hu- 
man beings. Men are not the well-bred, 
rational calculators of ecoromic satisfac- 
tions and sacmfices posited in the tradi- 
tional theory. Their behavior is grounded 
in a tangle of habits, not least important of 
which are habits of national pride and ani- 
mosity. Any set of politicians who capture 
and hold the national establishment—no 
matter what their policies—can find a bul- 
wark in the inertia of patriotic sentiments, 
And the more they pose as guardians of the 
national virtues, the more securely they can 
rest on this bulwark. 

Cart T. ScammT 

Columbia University 


GRIFFIN, JOAN and JONATHAN. Lost Lib- 
erty? Pp. 290. New York: Oxford Uni- 
versity Press, 1939. $2.50. 


Coming at the end of a series of critical 
blasts at the behavior of Europe’s leading 
democracies at Munich in 1938, this work 
suffers to a considerable degree from com- 
parison to Gedye’s The Betrayal in Central 
Europe, Hindus’ We Shall Live Again, Arm- 
strong’s When There is No Peace, and 
George’s They Betrayed Czechoslovakia. 
As all these studies, Lost Liberty? is emo- 
tionally highly indignant and morally out- 
raged at the way Czechoslovakia was of- 
fered Judas’ kiss by Chamberlain and his 
group while all the evidence points out that 
they knew that a dismemberment of this 
small democracy was on the way. But the 
Griffins have been unable to express their 
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indignation in such a moving and con- 
vincing way as Gedye and Hindus. Pos- 
sibly their outraged sense of justice and 


fair play has lost some of its effectiveness, 


because our ability to keep wrathful and 
bitter has been dulled by reading the above- 
mentioned books and by the course of 
international events which has been piling 
up other offenses against human decency 
and moral sense. Furthermore, as a study 
which is based not only on the authors’ 
own experiences but also partly on docu- 
ments of great importance, most of them 
published here for the first time, the Grif- 
fins have the misfortune of having been 
preceded by Armstrong’s analysis, which 
has proved so excellent that our authors 
have to cite it here and there in their sup- 
plementary analysis. 

Although the authors know their Czecho- 
slovakia—and were among the relatively 
few people who knew Czechoslovakia well 
before the crisis—their sympathy with the 
Czech cause has led them to overstate some 
of the facts. We read, for instance, that 
Karel Capek, a world-famous author who 
died on Christmas Day, 1938, “really died 
of Munich, like many other Czechs in those 
days--people who died of ordinary illnesses 
which would never have killed them if Mu- 
nich had not weakened their will to live 
and their vitality” (p. 193). But such an 
assumption is a highly controversial point, 
and especially so because Capek died of the 
old-fashioned pneumonia. Again, the Grif- 
fins give several pages to the closing of 
Prague’s “Liberated Theater” by the Czech 
authorities after Munich, because it “was 
not just a theater, it was the heart of Czech 
culture; it stood for the whole stubbornly 
democratic, courageous, free philosophy of 
the ordinary Czech people. It was one of 
the outstanding theaters in all Europe,” 
headed by “Voskovec and Werich, who 
are among the finest clowns of our time” 
(pp. 181-82). The matter of fact is that 
Voskovec and Werich (who, by the way, 
are now performing for the Czech audiences 
in America) were a sort of “Menckenites” 
of the Czech capital, whose popularity was 
limited to a small circle of intellectuals and 
whose critical attitude ard sense of humor 
were certainly not shared by the masses. 
To state, in addition, that their theater was 
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“one of the outstanding theaters in all Eu- 
rope” is simply silly. 

But we should not criticize the Griffins 
too much for their desire to present “The 
Ordeal of the Czechs and the Fucure of 
Freedom” in as convincing a way as pos- 
sible. Furthermore, our criticism ought 
not to indicate at all that the book is not, 
on the whole, very valuable. Tke best 
parts are the last three chapters, dealing 
with “Was Hitler Bluffing,” “The Enemies 
of Liberty,” and “Has Freedom a Future?” 
Here the authors assign the responsibility 
squarely to Chamberlain and Daladier and 
Bonnet (Bonnet, in particular!), and leave 
no doubt that Hitler was bluffing. Has 
Freedom a Future? We agree that if free- 
dom is to win in the struggle between mili- 
tarist dictatorship and respect for human 
individuality, “the would-be democracies 
must prove themselves real democracies” 
(p 270). 

We also value the inclusion of the 
Czechoslovak Note of September 20 1938 
in reply to the Anglo-French proposals of 
September 19, and several other documents, 
in the Appendix. But we are still asking 
10 Downing Street, in the Griffins’ words, 
“Why was this [the Czechoslovak answer] 
left out of the British Government’s White 
Paper?” (P. 61.) 

Josera S. Roucek 

Hofstra College 


Benes, Epvarp. Democracy Today and 
Tomorrow. Pp. xiv, 244. New York: 
The Macmillan Co., 1939 $300. 


Only a few people have the right which 
Dr. Beneš has of discussing the problems 
of Democracy Today and Tomorrow. Not 
many have had his experience in statesman- 
ship either as a foreign minister or as a 
president. Few could examine the great 
problems with equal keenness or wisdom, 
for to this volume Dr. Beneš has brought 
both his knowledge as a statesman and his 
wisdom as a scholar He is not merely a 
politician or an armchair philosopher. 

In the first chapter of his work, the au- 
thor traces the intellectual and political 
development of modern Europe in its rela- 
tion to modern democracy. Dr. Benes 
follows the course of political and intellec- 
tual development from the period of the 
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Middle Ages into the nineteenth century 
with its intellectual emancipation and the 
rise of middle-class democracy. Some will 
disagree with the thesis of the second chap- 
ter of the book, which views the late World 
War fundamentally as a struggle for the 
democratization of Europe. Nevertheless, 
temporarily at least, postwar Europe 
seemed to lock basically in the direction 
of democracy. In any case, as Dr. Benes 
shows, it was part and parcel of a great 
revolutionary struggle, the end of which 
we have not yet seen. 

While Dr. Beneš points out that the war 
of 1914-18 destroyed four great empires 
and promoted the idea of self-determina- 
tion in Europe, he also point3 out a num- 
ber of weaknesses in the peace treaties 
which militated against the development of 
a democratic international order in Europe: 
(1) the failure, in some instaaces, to apply 
the Wilsonian Fourteen Points in the settle- 
ment; (2) the injustice of the reparations; 
(3) the failure to disarm; (4) the com- 
plaint against the maldistribution of the 
world’s resources; and (5) zhe complaint 
that the League of Nations was an asso- 
ciation of the victors against the van- 
quished. The author traces the fall of 
individual democracies in Europe to a 
number of developments Among these 
are: an exaggerated nationalism, political 
and economic, the defects and mistakes of 
democracies—their inefficiency and an ex- 
aggerated party spirit; the economic crisis 
of 1929-36; and the pacifism of the democ- 
racies, which proved a weapon in their own 
destruction The League of Nations, which 
was clearly an expression of international 
democracy in the postwar world, failed, Dr. 
Beneš reminds us, because of the conflict 
between its theory and its practice, because 
of the difficulties with economic and mili- 
tary sanctions, and because of the distrust 
on the part of various states of the prin- 
ciples of internationalism embodied in the 
Covenant of the League. 

Chapter V contains a very penetrating 
analysis of modern antidemocratic ideolo- 
gies, particularly of the Nezi and Fascist 
ideologies, though the author pays his re- 
spects to the Communist ideology as the 
first deliberate attack on zhe democratic 
order. Fascism and Nazism represent a 
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clear-cut reaction against and a rejection 
of the political and economic doctrines of 
the eighteenth and nineteenth centuries—of 
rationalism and democratic humanism. 

A final chapter deals with the future of 
democracy. A convinced democrat, Dr. 
Beneš believes that it will and must sur- 
vive. But he tells us that it will require 
leaders who have the knowledge of scien- 
tists, the wisdom of philosophers, and the 
creative abilities of artists. And if democ- 
racy is to survive in the future, it must, 
first, accept “a certain augmentation of 
power and of several new functions of the 
state.” Second, it will have to give con- 
sideration to the weaknesses and deficien- 
cies of the party and voting system. Third, 
complicated social problems will be “one of 
the greatest preoccupations of the democ- 
racy of the future.” That will likewise be 
true of the problem of nationalism. Fi- 
nally, democracy can survive only in a 
genuine system of collective security. 

There are several fundamental docu- 
ments in the appendix to the volume. Dr. 
Benes’ volume will commend itself as a 
very basic treatise to all thoughtful stu- 
dents of the problem of democracy. 

Harry N. Howarp 

Miami University 


Bast, PAUL. Sieyés et sa pensée. Pp. 
652. Paris: Librairie Hachette, 1939. 
Francs 125. 


Sieyés is one of the less known and much 
neglected actors and thinkers of the French 
Revolution. After a brief hour in the full 
limelight of history, he seems to have re- 
ceded into the background, without any tie 
to a party or to a group of devoted ad- 
mirers, a strong individualist, not only in 
theory. But Sieyés was responsible for a 
number of the most fundamental institu- 
tions and arrangements of the Revolution, 
for the abolishment of the orders, for the 
organization of the National Guard, and 
for the division of France into departments, 
and his influence continues even today in 
many political and administrative institu- 
tions and matters. 

Professor Bastid presents to us Sieyés, 
above all, as one of the most fertile and 
influential thinkers of his period. His phi- 
losophy was based upon the recognition of 
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the free individual and his autonomy within 
the national unity. “J’at souvent entendu 
parler de la cause finale du monde at de 
tout ce qu’ renferme; il est bien plus vrai 
de dire que la cause finale de tout le monde 
Social doit être la liberté individuele,” is 
the main principle of Sieyés. This philoso- 
phy of individual liberty, which Sieyés pro- 
claimed more clearly end more deeply than 
any of his contemporaries, renders his views 
and this book devoted to them of much 
more than purely scholarly interest. Sieyés 
has promoted, thought out, and defined the 
three principles on which modern constitu- 
tional life rests: the rights of the individual, 
the limitation of governmental powers, and 
the indivisible unity of the nation. One 
hundred and fifty years ago Sieyés success- 
fully waged his war for these principles: 
his war has been resumed today. 

The difficulty in writing a biography of 
Sieyés and an analysis of his thought lies 
in the meagerness of the documentation. 
The personality of Sieyés, who appeared 
only for brief periods in the forefront of 
the stage, has something definitely elusive; 
his writings present only fragmentary ob- 
servations; he has never produced a system 
or treatise of his ideas. A profound learn- 
ing, a lively and sincere interest in the sub- 
ject, a distinguished and readable style, 
combine to make the present monumental 
biography not only the definitive biography 
of Sieyés, but also a highly interesting con- 
tribution to our understanding of the politi- 
cal thought of the Freach Revolution and 
of our own times. 

The book is divided into three parts. 
The first (pp. 15-288) gives the biography. 
Sieyés was forty-one when the Revolution 
started; for ten years he was in the midst 
of the great events, and after 1799 he lived 
for thirty-six years in oblivion. The sec- 
ond part discusses on two hundred and 
thirty pages Sieyés’ intellectual work and 
his ideas. The last hundred pages sum up 
the influence which Sieyés exercised on the 
thought and especially on the public law of 
the century and a half which followed the 
_ French Revolution. 

Although the book was written over a 
period of many years, and was first in- 
tended for publication at the centenary of 
Sieyés’ death in 1936, it does not come 
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inappropriately in this year 1939, when it 
becomes us for many and vital reasons to 
think of the origins of the French Revolu- 
tion and of its legacy. 
Hans KOHN 
Smith College 


SHEPARDSON, WHITNEY H., and WILLIAM 
O. Scroccs. The United States in World 
Affairs ın 1938. Pp. mii, 436. New 
York: Harper & Brothers, 1939. $3.00. 


In this seventh volume of the Cotincil on 
Foreign Relations the authors have fol- 
lowed in general the plan of previous years. 
They have set themselves to the task, per- 
haps more difficult than ever before, of 
writing “a balanced, adequate, nonpartisan 
account of one year’s events in the foreign 
field and the relations of American policy 
to them.” The postwar period from Ver- 
sailles to Munich is surveyed in the first 
chapter with nice discrimination as regards 
selection and emphasis. In the two chap- 
ters immediately following, Hitler’s move 
into Austria and his bloodless victory a few 
months later at Munich, when the Czechs 
were delivered into his hands, are sketched 
Instead of bringing “peace for our time,” 
as the British Prime Minister hoped, the 
capitulation to Hitler at Munich increased 
uneasiness and fear throughout Europe and 
concern in the United States, anc con- 
tributed to the growth of armaments 
throughout the world; for these triumphs 
of lawlessness in Europe and the continued 
resort to force by Japan in Asia meant the 
end, for the time being at any rate, of the 
system of collective security, and left na- 
tions no other alternative than that of plac- 
ing reliance upon their own armaments and 
the support of such states as might be dis- 
posed to make common cause with them. 

The United States, though far distant 
from the feuds and upheavals in Europe 
and Asia, was unable to insulate herself 
from their effects, and, as crisis succeeded 
crisis, became uncertain as to the continued 
inviolability even of the Western Hemi- 
sphere in the face of repeated successes of 
powers resorting to force and violence for 
the realization of territorial and other ob- 
jectives. Chapters dealing with armaments, 
neutrality, the Far East, and the Americas 
reveal the distaste of the United States for 
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the methods of the dictatorships, its uneasi- 
ness as to their ultimate objectives, and the 
measures it took on behalf of American 
peace and security. More than a billion 
dollars was appropriated for defense for the 
fiscal year 1938-39. Fear of being in- 
volved in another world war, which seemed 
more and more likely as time went on, led 
to stricter neutrality legislation, and re- 
sulted in a revival of proposals to take the 
power to declare war out of the hands of 
Congress and give it to the people. The 
United States did not confine itself, how- 
ever, to these negative measures. Attempts 
af the totalitarian states of Italy and Ger- 
many to penetrate into Latin America 
through propaganda among the larger 
groups of Germans and Italians in certain 
Latin American states led to counter meas- 
ures of an economic, cultural, and even 
political character. 

The usefulness of the volume is greatly 
enhanced by the inclusion of a selected bib- 
ography, and by appendices consisting 
principally of official notes and statements 
of the policy of the United States in rela- 
tion to the various issues of joreign affairs 
confronting the Government. In addition 
to these, a chronology of important events 
of 1938 affecting our foreign relations, and 
a topical guide to the preceding volumes of 
the United Srates in World Affairs, are in- 
cluded. 

FRANK M. RUSSELL 

University of California, Ferkeley 


Huren, Bertram D. Inside the Depart- 
ment of State. Pp. xiii, 328. New 
York: McGraw-Hill Bock Co., 1939. 
$3.00. 


There are three general areas of knowl- 
edge about the State Department in which 
those alert to problems of foreign policy 
would be interested. One is the mechanics 
of organization and operation. A second 
is a biographical description of important 
individuals and classes of Dersons in the 
Department. A third is the influence on 
the foreign policy of the Unized States exer- 
cised by an established instizution embody- 
ing a slowly changing group of human 
beings actmg through the traditional mech- 
anisms. 

On the first point Mr. Hulen has done 
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an informative and moderately interesting 
piece of work. He describes the organiza- 
tion, the staffing, the mechanisms. He de- 
scribes in considerable detail the functions 
of various classes of officials abroad, giving 
personal illustrations; also specific official 
functionaries at home—the Secretary of 
State, the Counselors, the division heads, 
and so on. The press conference system is 
explained; the importance of modern com- 
munications is discussed; the relations of 
the State Department with Congress and 
the War and Navy Departments, and the 
many miscellaneous contacts with other de- 
partments and governmental agencies are 
reviewed. The operations of the Depart- 
ment during one day involving dramatic 
events are illustrated with the “Panay” in- 
cident. 

On the second point Mr. Hulen does less 
well. While he applies the biographical 
method (used effectively by Professor Mac- 
mahon in his study of Federal Administra- 
tors), he is quite uncritical in his evalua- 
tions, and his background material is too 
sketchy to present a balanced, objective 
view. In general, his treatment of key 
persons is adulatory, his analyses of their 
performances uncritical. This does not 
mean that his characterizations are not in- 
teresting or his anecdotal material not illus- 
trative; they are. But they give us chiefly 
a formal view of performance. 

On the third point Mr. Hulen contributes 
very little. He does emphasize the con- 
tinuity of traditional policies embedded in 
American history and consequently highly 
influential on the operations of the Depart- 
ment of State, and the influence of public 
opinion on actions of the Department of 
State. Unfortunately these influences are 
asserted rather than analyzed and demon- 
strated. Particularly does Mr. Hulen avoid 
dealing with great controversial issues in 
which any substantial bias in the Depart- 
ment, from whatever reason, would carry 
great weight—the application of the em- 
bargo in the case of Japan, the question of 
support of the established government in 
Spain, the problem of neutrality and the 
relation of our policy to that of the British, 
and soon. At one point Mz. Hulen implies 
that the State Department has no secrets; 
at another he explains that not even the 
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Congress of the United States can get in- 
formation from the Department if it does 
not choose to give it. At no point in demo- 
cratic government is popular control over 
the established officialdom weaker than in 
the field of foreign policy. An examination 
of the British Parliamentary debates before 
and after the World War, with attention di- 
rected to the ease with which the Foreign 
Secretary or his representative evades the 
direct oral or written questions from the 
floor of the House of Commons, amply 
demonstrates this point. 

While Mr. Hulen’s book is informative, 
it does not get at fundamentals of this 
kind. The part that the bureaucracy of 
the Department of State plays in the for- 
mation of our foreign policy and the inter- 
pretation of its execution is a matter of 
vital importance to the citizenry. Such a 
study remains to be done. Meantime, Mr. 
Hulen’s volume gives to the uninitiated an 
introduction to the complex procedures and 
relationships of the Department. 

HARVEY PINNEY 

New York University 


Sayre, Francis Bowes. The Way For- 
ward: The American Trade Agreements 
Program. Pp. xiv, 230. New York: The 
Macmillan Co., 1939. $2.75. 


In the preface the author tells us that he 
has sought to state as simply and concisely 
as possible, in layman’s language, the rea- 
sons for the adoption of the trade agree- 
ments program, its nature and its purposes, 
the methods by which it is carried out, how 
it touches the people of our country, and 
the results thus far achieved. 

The volume is intended for hurried busi- 
ness men and those absorbed in other walks 
of life, who still find time to take an intelli- 
gent interest in national and international 
problems; so the writer has tried to avoid 
endless detail, and yet to avoid oversimpli- 
fication of what are in fact highly compli- 
cated and tangled subjects. 

The result is a work quite different from 
either Culbertson’s Reciprocity or Tasca’s 

. Reciprocal Trade Policy of the United 
States. It is briefer and simpler, with 
much less of historical and political back- 
ground, of technical language, and of the- 
oretical and practical intricacies. It con- 
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sists of fourteen short chapters dealing 
with the importance of foreign trade; its 
strangulation; economic nationalism versus 
liberalized trade; alternative methods of 
liberalization; the passage, analysis, and 
constitutionality of the Trade Agreements 
Act; how agreements are made; the most- 
favored-nation policy; what a trade agree- 
ment looks like; the trade agreements pro- 
gram as it affects labor, agriculture, and the 
United States balance of trade; and results 
of the program. 

As appendices, are included a brief list 
of selected references, the text of the Trade 
Agreements Act, a list of treaties and agree- 
ments of the United States containing the 
most-favored-nation clause, and the text of 
the trade agreement with Finland. 

Most of the material has been presented 
previously by Mr. Sayre either in periodi- 
cals or in public addresses. It is here 
brought together and fashioned into a 
connected whole. The result is a clear, 
temperate, well-organized, up-to-date, and 
cogent presentation of the program as seen 
by a man who has been a leader in its 
formulation and in its execution. If widely 
read, the volume should do much to dispel 
popular misconceptions concerning this pro- 
gram and to make clear its national and 
international significance. 

PAUL S. PERCE 

Oberlin College 


Dawes, CaarLesS G. A Journal of Repara- 
tions. Pp. xxxiii, 527. New York: The 
Macmillan Co., 1939. $5.00. 

With Europe engaged in another war, 
the publication by General Dawes of his 
papers and notes growing out of the repa- 
rations conference which he headed in 1924 
sheds interesting light on what is now often 
regarded as one of the major mistakes of 
the settlement of the last war. 

If the work of the Dawes Committee 
appears at present to have dealt with a 
matter which was a mistake from the be- 
ginning, this should not detract from the 
noteworthy accomplishments of the Com- 
mittee in leading Europe from economic 
chaos toward a semblance of rationality. 
To recall the dire conditions existing in 
Europe in 1923, resulting in large measure 
from the reparations impasse, is to empha- 
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size the significance of the conference which 
marked a turning point away from eco- 
nomic deterioration. General Dawes’s book 
or journal of the conference is thus a docu- 
ment of historical significance. 

The book is an intimate and popular ac- 
count of what went on in Paris during those 
first months of 1924, when the groundwork 
was laid for European and German recon- 
struction. It is a chronological presenta- 
tion of General Dawes’s diary, correspond- 
ence, and other papers, giving the author’s 
personal impressions and opinions, from 
which some persons will dissent. Over half 
the book consists of appendices. 

Beginning with his appointment in 1923, 
Dawes traces step by step the negotiations 
and disagreements out of which were finally 
evolved the various parts of the “Plan.” 
The idea of not attempting to fix any total 
sum for reparations developec at the out- 
set, and soon prevailed. Only sketchy ref- 
erence is made to technical matters such as 
the problems of assessing Germany’s imme- 
diate ability to pay, reorganizing German 
finances, and stabilizing the currency. The 
reader gains the impression that these mat- 
ters were somewhat repugnant to General 
Dawes and that his role was zo a large ex- 
tent that of a negotiator Under date of 
February 5, 1924 he wrote prophetically: 

“Many feel that if Germany be made 
strong enough to pay she will be strong 
enough to refuse to pay. 

“But what if she is not made strong 
enough to pay, does not Europe face disas- 
ter anyway? 

“It is clear that every program is at- 
tended by dangerous contingencies, but the 
only course we can take is tke plain one— 
to assume that peace, well guarded, and not 
war, is the normal state of modern man.” 

General Dawes has laid bare in interest- 
ing and readable fashion tke discussions, 
the suspicions, and the personalities sur- 
rounding the formation of tke far-reaching 
measures known as the “Dawes Plan.” The 
book does not reveal Dawes s thoughts on 
the reparations question viewed from the 
perspective of subsequent events. He was 
given a job to do at that time, and the book 
shows how he did it. 

Jonn Parke YOUNG 

Occidental College 
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Taussic, F. W. Principles of Economics. 
4th Ed. Vol. I, pp. mai, 547; Vol. II, 
pp. xvii, 595. New York: The Mac- 
millan Co., 1939. $3 00. 

FaIRcHILD, FreD Rocers, et cl. Elemen- 
tary Economics. 4th Ed. Vol. I, pp. 
xxvii, 701; Vol. II, pp. xix, 692. New 
York: The Macmillan Co., 1939. $2.50. 


In the two decades since the World War 
there have been important changes, not 
only in economic institutions and policies, 
but also in economic theory. Revisions of 
economics texts must be judged largely by 
the extent to which they deal adequately 
with these developments. 

The changes in economic institutions and 
policies have to do with organized labor 
and labor legislation, social security, mone- 
tary systems, international trade, public 
finance, government regulation of busi- 
ness, and the rise of communism and 
fascism. 

In most (but not all) of these matters 
the works here reviewed have been brought 
pretty well up to date The best treatment, 
in both cases, is that devoted to monetary 
systems, banking, and problems of foreign 
exchange. Next comes the discussion of 
contemporary labor issues. Public utilities 
(except railroads), the Tennessee Valley 
Authority, and recent price legislation have 
been rather neglected. Fairchild and his 
colleagues have dealt with some of the 
newer developments in public regulation, 
such as the Securities and Exchange Com- 
mission and agricultural crop control, and 
their concluding chapters discuss the com- 
munist and fascist movements, with some 
attention to economic planning. Taussig 
is silent on these things, in spite of two 
chapters devoted to a very general dis- 
cussion of socialism. The Fairchild book 
pays rather more attention than Taussig’s 
to contemporary history and legislation; 
Taussig’s emphasis is on the broader issues 
and principles involved, with a minimum of 
factual detail. In the Fairchild work the 
significance of new developments has been 
somewhat obscured by the apparent forcing 
of the discussion into the framework of a 
book first written before these develop- 
ments took place; Taussig is less open to 
criticism in this respect. 

The most important postwar develop- 
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ments of economic theory have been the 
analysis of the equilibrium position of the 
individual firm and of monopolistic compe- 
tition; a whole body of new monetary doc- 
trines, with particular reference to business 
cycles, to the general level of economic ac- 
tivity, and to interest; and a new approach 
to the theory of international trade. Only 
the first of these has been incorporated in 
the two books here appraised. Fairchild 
and his co-workers have dealt fully (per- 
haps too fully for an introductory text) 
with individual cost curves and monopo- 
listic competition, and the discussion is well 
integrated with the rest of their value anal- 
ysis. Taussig has a chapter on individual 
equilibrium (written by one of his stu- 
dents) but it is not well integrated with the 
other chapters on value, and monopolistic 
competition is very sketchily treated. When 
it comes to the newer monetary and inter- 
national trade theories, both books are dis- 
appointing. Both deal very inadequately 
with business cycles; both present the clas- 
sical theory of comparative costs without 
substantial modification; little or nothing 
is said about the circulation of money, the 
rate of interest, and their relations to the 
volume of industry. 

The authors excuse these omissions in 
their prefaces—Fairchild et al. by stat- 
ing that controversial theories have no 
place in a beginning text, Taussig by ex- 
plaining that “the new speculations in rea- 
soning have not yet been brought to a 
consensus of opinion,’ Taussig has never- 
theless modified his former theoretical posi- 
tion on a number of points. He now quali- 
fies the quantity theory almost to the point 
of rejection, expresses doubts about the 
wisdom of the gold standard, and is con- 
ciliatory toward the marginal productivity 
theory of distribution. 

The reviewer is impressed anew with the 
maturity and breadth, as well as with the 
literary style, which are outstanding char- 
acteristics of Taussig’s Principles. These 
qualities have been retained in the present 
edition, which remains a monument to 
the ripe scholarship, the catholicity, 
and the social vision of its distinguished 
author. 

Raymonp T. BYE 

University of Pennsylvania 
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Gostin, Omar P. and Ryrus A. Our 
Town’s Business. Pp. xiv, 355. New 
York: Funk & Wagnalls, 1939. $3.50. 
The authors of Rich Man, Poor Man, 

continuing their efforts to present simple 

explanations of economics, have covered an 
amazing amount of ground in 350 pages of 
large type and pictorial statistics. The 
book is not about local government, as the 
title might suggest: it views the national 
and international problems of production 
and distribution from the vantage point of 
“our town.” From this outlook tower it 
surveys economic geography, factors in the 
location of cities, the growth of urbanism, 
the advance of technology and the effects 
of mechanization, the increase in service 
occupations, the growth of corporations and 
national distributors, the separation of own- 
ership and control, the concentration of 
ownership, the possibilities of co-operative 
and public ownerships, the decline of inter- 
national trade, the need to cultivate the 
home market, the distribution of the na- 
tional income, the American standard of 
living, America’s capacity to produce and 
consume, the evils of oversaving, the rise 
and advantages of labor organization, the 
need for governmental intervention through 

N.L.R.B., Wages and Hours Act, and so- 

cial security program, and the role of gov- 

ernment borrowing and taxes and of a 

“compensatory” fiscal program. f 
The material was originally developed for 

a study program of the National Federation 

of Business and Professional Women’s 

Clubs. It is documented from studies of 

the Twentieth Century Fund, the National 

Industrial Conference Board, the National 

Resources Committee, and Fortune. It is 

reasonable in tone and liberal in outlook. 

The authors have a gift for enlivening the 

discussion with local color, realistic illustra- 

tion, and picturesque phrase. 

The crying shame is that this 75,000- 
word primer was blown up into a heavy, 
case-bound book of 355 pages to sell for 
$3.50. If it had been issued as a paper- 
bound pamphlet in any one of several cur- 
rent series, I am sure that it would reach a 
larger number of people in discussion 
groups, forums, civic clubs, and schools. 

CHARLES S. ASCHER 

Social Science Research Council 
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Ropsins, Licnen. The Economic Basis of 
Class Conflict. Pp. xiv, 277. New York: 
The Macmillan Co., 1939. $2.25. 


This is a volume of collected papers and 
lectures originally prepared for a variety of 
journals and audiences. In it Professor 
Robbins fully achieves that brilliancy of 
style and soundness of reasoning which his 
readers have come to expect from him. 

Despite publication dates ranging from 
1932 to 1938, the collective publication of 
these papers is warranted by the homoge- 
neous threads of thought which permeate 
them. Professor Robbins’ thesis, while not 
new, is clear, simple, and well reasoned. 
Rejecting the objective, permanent, and 
exclusive conflict between the propertied 
and the propertyless as the asserted but 
unproved class conflict within the capi- 
talistic system. the concept of class conflict 
is considerably broadened. There can be, 
and are, according to Professor Robbins, 
many class conflicts within a capitalistic 
society which places the utmost importance 
upon the individual’s group relationships to 
the market. The author sketches the out- 
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occupying positions from which they have 
pressed their claims through varied restric- 
tive and monopolistic devices. It is made 
clear that these have Jed and always will 
lead to the impoverishment of both society- 
at-large and the smaller economic interest 
group which practices “restrictionism ” 
The more detailed application of this 
thesis to the “economics of territorial sover- 
eignty” yields the conclusion that “some- 
thing like federal ‘arrangements as regards 
defense and foreign policy, at least with 
France and preferably with as many other 
Western powers as care to join in is the 
only certain method now left to us of build- 
ing a Byzantium of the West in which lib- 
erty and decency can be preserved until the 
forces of barbarism which have conquered 
the rest of Europe have spent themselves.” 
Protectionism, as a form of restrictionism, 
is found to be “essentially a manifestation 
of irrationality,” while any national pro- 
gram based upon protectionism is likely to 
be “not a national plan but a national 
muddle.” The attempts to solve British 
agricultural problems, being very like the 
solutions essayed in the United States, have 
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resulted in “dearer food, a shrinkage of 
those industries whose products otherwise 
would have been exchanged for food im- 
ports, . . . the setting up of domestic 
monopolies of food producers and the 
abolition of the main spurs to productive 
efficiency; the progressive socialization of 
a branch of industry to which the socialist 
solution has hitherto not been held to be 
applicable” (p. 181). 

Professor Robbins’ stimulating, construc- 
tive suggestions are in the concluding papers 
on “Government Expenditure and Eco- 
nomic Activity” and “How to Mitigate the 
Next Slump.” He appears willing to place 
major reliance upon the ultimate ability of 
government to stabilize economic activity 
through adequate budgetary control over 
public expenditures, taxation, and borrow- 
ing. The author admits the existence of 
numerous doubts and uncertainties, con- 
cluding the final essay in the book with the 
statement that “the long-run budgetary 
problem is nothing less than the problem 
of the fate of European civilization.” 

Warum N. Loucks 

University of Pennsylvania 


CRONIN, JoHN F. Economics and Society. 
Pp. xvii, 456. New York: American 
Book Co., 1939. $2.50. 


This text is a successful effort to give a 
brief general outline of the main themes 
of the modern economic world The au- 
thor seeks to “complete” purely descriptive 
accounts by a careful selection and criti- 
cism, showing where necessary adjustments 
should and can be made. Dr. Cronin “en- 
visages the system advocated by Pope Pius 
XI in his Encyclical, ‘On Reconstructing 
the Social Order ” (p. viii). 

The book will be of real service as a 
problems text to supplement an introduc- 
tory course in the principles or as parallel 
reading. The style is straightforward and, 
except for a few passages, remarkably clear. 
The material is divided into two parts. 
Part One, “Fundamentals of Modern Eco- 
nomic Life,” treats, e.g., the physical, his- 
torical, and legal background of modern 
economic society, price determination, the 
business cycle, and democratic and authori- 
tarian economic systems. Part Two deals 
with what the author calls “special” prob- 
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lems (meaning, no doubt, specific prob- 
lems): labor, the consumer, agricultural 
problems, international trade, money and 
banking, investment and speculation, and 
so forth. The chapter on the corporation 
is a model summary. 

Some broad summaries are more difficult 
than others. Even as excellently as Dr. 
Cronin handles them, a few will be too 
sweeping for many students. In so brief 
an account primary analysis cannot be fully 
supplied; yet a short, broad discussion of 
money and banking is well-nigh impcssible 
unless the student is rather thoroughly 
familiar with fundamentals. Perhaps Dr. 
Cronin will be inspired to write an accom- 
panying text on the principles. 

There is one aspect that will trouble 
most readers. Dr. Cronin is admirably 
liberal when he discusses competition, the 
modern corporation, public utilities, labor 
problems, or the consumer. He includes 
socialism under “Democratic Economic 
Systems.” On nearly every question his 
judgment and insights are inspiringly im- 
partial. It is therefore saddening to read 
his naive description of fascism and his 
totally unworthy summary of communism. 

Many teachers will welcome the list of 
publishers of contemporary economic pam- 
phiets. 

A few minor criticisms may be offered: 
Dr. Cronin’s use of the term “Liberal Capi- 
talism” for “laissez faire” is unnecessarily 
confusing. And he makes this obvious slip: 
“All member banks of the Federal Reserve 
System must keep on deposit .. 17% per 
cent of their demand deposits” (p. 355). 

Except for his attitude toward fascism 
and communism, Dr. Cronin has written an 
excellent liberal summary of economics and 
society. Especially in his treatment of 
specific institutions and problems, he suc- 
ceeds in lending critical direction to a sur- 
vey of the modern economic scene. 

MENO LOVENSTEIN 

Rockford College 


Nock, ALBERT Jay. Henry George. Pp. 
: 224. New York: William Morrow & 

Co., 1939. $2.50. 

When a successful writer for magazines 
writes a book, the reviewer has no diff- 
culty in summarizing the content within his 
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allotted space. Mr. Nock, for example, 
uses twenty-two pages of Dickensian allu- 
sions to make his first point, which is that 
Henry George’s boyhood was spent in “an 
extremely straitened intellectual and cul- 
tural and social existence.” From then on, 
the dersity of ideas is a little greater but 
not much. 

Here is Nock’s essay without ornamenta- 
tion. George grows up in a cultural desert. 
His literary style shows a careful reading 
of the Bible. Boyhood self-education is 
intermixed with innocent hell-raising. In- 
tellectually provincial and poor, he adopts 
a vocetionalist attitude toward learning, 
thus confusing training with education. 
Hence he develops an antagonism toward 
formally “educated” people. He was born 
during a depression, and he goes to work 
during znother. Nurtured in childhood on 
criticism of “the money power” and ex- 
posed to that “extravagant political op- 
timism” which made democracy a craze, 
he swallows the idea of progress, hook, 
line, and sinker. 

George goes west but he finds it hard 
going on the Coast. In his poverty he 
marries and begets children. He goes into 
business and falls into debt. He nearly 
starves to death. Whereupon he begins to 
see that there is something wrong with the 
“Murdstonian” economic system. “In a 
spirit of uninformed and irrational rebel- 
lion” he becomes a crusader, but as a news- 
paperman his penchant for muckraking 
makes kis employment irregular. He gives 
up editorial work and becomes state in- 
spector cf gas meters. 

With raith in legislative reform, provid- 
ing a groundwork of agitation has been laid, 
George runs for the legislature and is de- 
feated. Now he begins to appreciate the 
institutional causes of misery, and the al- 
togetherness of things. He sees in land 
monopoly the cause of inequality, and al- 
though his rent doctrine has been antici- 
pated, he does not know it. Developing 
skill as a public speaker, he begins to ad- 
vance his reform program. He writes Prog- 
ress and Poverty, printing the book himself 
when the manuscript is rejected. Now per- 
suaded that the state can be moralized if 
men are moralized, he sets about to con- 
vince the world that morality is a resultant 
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of economic freedom. When The Irish 
Land Question appears, the Irish get ex- 
cited, and Henry George as a national fig- 
ure has arrived. When he goes to Ireland 
as a correspondent of the /risk World, he 
becomes an international figure. 

George’s doctrinaire views soon bring 
him at loggerheads with Irish opportunists, 
however, and the Irish politicians ditch 
him. In England he fails to convert the 
intellectuals; he quarrels with Spencer, and 
he washes the dirty linen of disagreement 
in public. He comes back home a hero (to 
the New York Irish) and sets about to con- 
vert the masses. In England, cheap edi- 
tions of his books are widely sold. He re- 
turns to England, storming the country, 
slaying the Marxists. Oddly enough, the 
net effect of his campaign is to strengthen 
collectivist sentiment, and Ergland plumps 
for social reform by centralized agencies. 
Thus his innccent faith in political action 
proves his undoing, and the individualism 
he seeks is crucified by the rise of state 
power. 

After a world tour George tries to con- 
vert the United States. But his member- 
ship in the Knights of Labor makes him 
seem a class-conscious agitator He finds 
it hard to decide whether he shall devote 
himself to “philosophical” or evangelical 
work; at any rate, after the appearance of 
Protection or Free Trade (in which rent 
confiscation is linked with the tariff prob- 
lem), his “philosophical” work is inter- 
rupted by his unfortunate candidacy for 
the mayoralty of New York. His candi- 
dacy is a ‘nuisance” to Tammany and the 
Church, and from the moment George ac- 
cepts the nomination his popularity declines. 
His subsequent political attempts make him 
merely another “nostrum peddler” among 
many in the era of “frantic fatuity.” When 
the “lunatic fringe” takes up George, and 
when revisionists compromise his ethical 
program by making it merely fiscal, the 
end is in sight. Meantime. social reform 
peters out; George begins to feel perse- 
cuted, and foolishly replies to Pope Leo 
XIM’s encyclical, missing the Pope’s point 
and alienating the Catholics. Prosperity 
and imperialism undermine George’s hold 
on popular imagination. All that remains 
is George’s consistent and complete social 
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philosophy, unrealizable in a quasi-republi- 
can world. But it cannot be denied that 
George was a good man, “innocent, stead- 
fast, sincere.” 

This is the substance of Mr. Nock’s es- 
say; all else is embellishment. Ernest Teil- 
hac’s essay on George is harder going; it 
has to be, because it really attempts to 
appraise the Georgian philosophy. Nock 
is content with easy explanations for the 
eclipse of the single tax as a unitary vehicle 
for social reform. 

E. A. J. JOHNSON 

New York University 


Katecxi, Micnat Essays in the Theory 
of Economic Fluctuations, Pp. 154. 
New York. Farrar & Rinehart, 1939. 
$1.75. 


This book consists of six essays which 
appear to be independent, kut they each 
deal with some aspect of fluctuations, and 
so give the study a unity which at first 
glance seems wanting. Very fittingly, the 
last essay, “A Theory of the Business Cy- 
cle,” ends the survey and is itself illumi- 
nated by the five essays which precede. 

These essays show the induence of the 
modern Cambridge school of thought 
They give both an exposition of some of 
the leading ideas and also a clarification 
of them, as when Mr. Kalezki in his sec- 
ond paper, “Investment and Income,” 
clears up some questions arising out of the 
Keynes theory of the Multiplier. He is 
particularly good in his explanation of how 
an increase in investment creates an addi- 
tional demand for consumption goods. But 
he is not misled by the so-called “accelera- 
tion principle,’ that an increase in con- 
sumption leads to a much greater pro- 
portionate increase in investment, for the 
argument is based on the ‘‘unrealistic as- 
sumption that the degree of use of equip- 
ment is constant, while it is clear from 
trade cycle statistics that it is precisely the 
fluctuation in the use of equipment which 
accounts chiefly for changes in output ” 
The first paper, “The Distribution of the 
National Income,” and the third, “Money 
and Real Wages,” are dominated by the 
idea of imperfect competicion. Monopo- 
listic conditions—not free competition— 
determine the distribution of the national 


236 


income; monopoly is deeply rooted in the 
nature of the capitalistic system. Need- 
less to say, in so short an essay not enough 
factual information is given to establish 
these conclusions. Mr. Keynes’s conten- 
tions about wages and employment are 
upheld. Raising wages may not increase 
unemployment, “for a rise in wages tends 
to reduce the degree of monopoly, and thus 
bring our imperfect system nearer to the 
ideal of free competition.” In the end we 
are given the somewhat surprising conclu- 
sion “that the fight for wages is not likely 
to bring about fundamental changes in the 
distribution of the national income.” After 
all, perhaps Professor Pigou is right. A 
short paper on “The Long-Term Rate of 
Interest” shows that this rate is stable over 
a long period of time, and Kalecki contends 
that this shows that the boom ends in gen- 
eral before full employment is reached. A 
better arrangement would have been to put 
the essay on “The Principle of Increasing 
Risk” immediately before the last, where 
the theory of the trade cycle is summed up. 
Crises are caused by the fact that invest- 
ment is not only produced but producing. 
, “The tragedy of investment is that it causes 
crisis because it is useful. Doubless many 
people will consider this theory paradoxi- 
cal. But it is not the theory which is 
paradoxical, but its subject—the capitalist 
economy.” Mr. Kalecki might have added 
that this will also be true of a socialist 
economy, which is in practice a state capi- 
talism, unless by dictatorial methods it 
rigorously suppresses dynamic change. Are 
concentration camps for inventors the Cam- 
bridge solution of the problem of boom and 
depression? 
HERBERT F. FRASER 
Swarthmore College 


LeacuE or Nations. World Economic 
Survey, Exghth Year, 1938-1939. Pp. 
247. New York: Columbia University 
“Press, 1939. $1.50. 

For the critically minded man who con- 
siders human history, it is most advan- 
tageous to make a short halt at important 
turns in order to measure more adequately 
the way which lies behind us. At such a 
historical milestone did humanity arrive on 
the first of September 1939. At this mo- 
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ment cf great hardship for western civiliza- 
tion it is perhaps worth while to reconsider 
the world economic situation as it was on 
the eve of the war. An excellent help to 
this reconsideration is offered by the publi- 
cation by the League of Nations Economic 
Intelligence Service of its yearly World 
Economic Survey. This Survey traces the 
development of world economics from the 
beginning of hostilities in Poland, in the 
fields of public finance, monetary policy, 
production and prices, Jabor conditions, 
population problems, and international 
trade and commercial policy. While it is 
evident that such a review covers a field 
of wide range, dealing with manifold ques- 
tions of great variety, there is nevertheless 
a leitmotif which recurs in every chapter 
and almost on its every page. This leit- 
motif consists in the economic consequences 
of rearmament and war preparation. 
Whether in the political or in the economic 
field, these questions were, indeed, the most 
marked features of world economics in the 
past year. 

It is evident that, owing to deep struc- 
tural differences, rearmament and war 
preparation must have brought about thor- 
oughly different consequences in the dif- 
ferent countries. Nevertheless it seems to 
us—and a careful study bears out this 
assertion—that from the point of view of 
their reaction to measures of war eccnomy, 
we can divide the different states into two 
groups. The first group will include those 
states whose whole inner structure has been 
adapted in late years to the aims and meth- 
ods of war—whether actual warfaring or 
the preparation for war—so as to make 
them “ready to march.” In these countries 
the state has succeeded in getting the upper 
hand in all the more important compart- 
ments of social life. In the second group 
are those states whose economic organiza- 
tion, though already bent to state inter- 
vention, to planning of all categories, and 
also to a handsome lot of war-economy 
measures, has nevertheless retained place 
for some remnants of economic liberalism; 
states which, briefly, have not yet been 
bound up to autarchy and aggression. As 
we shall see, these two categories of states 
behaved in a different way in facing the 
economic happenings of the past year. 
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Thus, the economic revival of 1937 had 
a greater effect in countries which had just 
tegun their vast rearmament programs than 
in countries like Germany, Italy, and Ja- 
fan, whose national economy had for some 
years been exploited to its full capacity in 
crder to be kept in perfect tune with war 
aims. The expansion of industrial produc- 
tion has also been greater in the first-men- 
tioned than in the latter. 

The chief problem of countries engaged 
for years in full economic mobilization was 
the avoidance of monetary inflation. This 
problem is, particularly in the case of Ger- 
many, a very important one, owing to the 
strong psychological influence of disastrous 
past experiences. It is quite natural that 
the Nazi government, which owes its origin 
partly to the deception of its people in in- 
fationary experiences, had to use every 
means to avoid the appearance of inflation. 
Thus came about the numerous measures 
cf higher economic horsemanship, such as 
price controls, consumption planning, ra- 
tional exploitation and redistribution of 
existing economic resources, and so forth. 

We can see another consequence of the 
differences in economic aims between the 
two categories of countries in the structural 
composition of their industriel production 
in the past year. Asa result of the primacy 
of military aims, for instance in Japan, the 
production of consumption goods decreased 
considerably after 1937, while the produc- 
tion of capital goods increased at the same 
time--war materials belonging to this 
group. The effects of such a development 
cn the standard of living of the individual 
are obvious 

National income and public finance were 
also under the influence of heavy war prep- 
arations. It is sufficiently known how much 
national income decreased during the 1929- 
32 depression years. Governments met this 
situation, as they usually do if they have 
to cope with emergencies, in the most im- 
mediate, i.e. the easiest, way: they raised 
rates of existing taxes and invented new 
cnes, The only result was a further dimi- 
rution of revenues. Fortunately, as the 
depression waned revenues began to in- 
crease, owing to the revival of business 
activity. Yet there have been only a few 
countries, like Hungary, India, Poland, and 
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Sweden, that have succeeded in straighten- 
ing out their budgets or even in obtaining 
a surplus of returns. Although all states 
introduced drastic economy measures, ex- 
penditures mounted, primarily as a conse- 
quence of huge armament costs, and also 
because of increased social demands and 
growing disbursements fcr sccial services, 
pump-priming, and so forth. The Survey 
supplies most eloquent figures on armament 
expenses, but does not throw much light 
on the distressing problem—which may be- 
come the crucial problem of the future—of 
the proportion of expenditurzs for arma- 
ments to those made to raise standards of 
living. As for the present, we are certainly 
all well aware of the fact that the indi- 
vidual and his aims have become an object 
of secondary importance in political as well 
as economic considerations. 

The two groups of countries in question 
have also behaved differently with regard to 
the unemployment problem. Whereas the 
percentage of unemployment went up 
nearly everywhere in the world between 
1929 and 1938 (the world percentage of 
unemployment increased from 5.4 to 11.4), 
it decreased in the same period in Germany, 
in Italy, and in Japan—a_l countries which 
claim to have the highest “pressure of pop- 
ulation.” The decreasing rate of unemploy- 
ment is particularly conspicuous in the case 
of Germany, whose government, as we have 
said, owes its origin partly to inflation, but 
partly also to the unemployment problem. 
In Germany the percentage of unemploy- 
ment fell from 9.3 in 1929 ta 2.1 in 1938. 
Nazi Germany’s new proklem is how to se- 
cure the necessary labor. In order to cope 
with this problem she uses a variety of 
methods: recalling the Auslendsdeutschen, 
reintegration of certain categories of Jew- 
ish workmen who till recently were banned 
from the German econom:c body, extension 
of obligatory civil service, re-employment 
of women, and engagement of foreign 
workmen. Perhaps the time is not far 
away when doors will be thrown open for 
immigration to this country which “lacks” 
living-space. 

War preparation had manifold effects on 
international trade also. In spite of alleged . 
difficulties of raw-material supply, the vol- 
ume of German imports constantly in- 
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creased in the past year. This increase, 
which was 7 to 8 per cent in comparison 
to the figures of 1938, was partly due to 
the expansion of industrial production, but 
largely also to the piling up of huge stocks 
of raw materials in anticipation of wer and 
blockade. It is one of the paradoxical ef- 
fects of present conditions that this in- 
crease of German imports was considered 
to be in perfect harmony with autarchian 
policy. 

German preponderance in the trade of 
the Central and Southeastern European 
countries grew still stronger in the past 
year; with the annexation of Poland, Gross- 
Deutschland will doubtless absorb between 
50 and 70 per cent of the total foreign 
trade of Bulgaria, Greece, Hungary, Ru- 
mania, and Turkey. This development, as 
well as Germany’s advance in the trade of 
some South American countries, is due to 
the advantage she was able to take of ex- 
isting exchange controls, clearing agree- 
ments, and trade restrictions, enhanced by 
a few other well-known devices of which 
Paul Einzig gave us a striking description 
in his book, Bloodless Invasion This ad- 
vance of German trade, however, was more 
than offset by the diminution of her share 
in world trade, especially as compared with 
that of the two nations having the largest 
share—the United States and Great Britain. 

In reviewing the economic situation of 
the world on the eve of the war, one is 
spontaneously induced to conclude that the 
impact of internal and external politics was 
even heavier in the past year than pre- 
viously. It is obvious that in these circum- 
stances economic evolution no longer obeys 
economic laws which prevail under normal 
conditions, 

Liszi6 LEDERMANN 

University of Geneva 


INSTITUTE BALKANIQUE. Encyclopédie 
Economique des Balkans. Vol. I, pp. 
572; Vol. II, pp. 527. Belgrade, 1938. 
The Balkanski Institut, of Belgrade, 

Yugoslavia, is to be congratulated on the 

publication of these two monumental tomes 

on the economic development of the region 
of Southeastern Europe and its relationship 
to world economy. The first volume treats 
in considerable detail of the economic life 
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of the six so-called Balkan countries—Al- 
bania, Bulgaria, Greece, Rumania, Turkey, 
and Yugoslavia. In general, the secticns 
concerning the various countries follow the 
same pattern. One may take, for example, 
the seczion dealing with Greece, it takes up 
the following aspects of Greek life: (/) 
General Facts: Geography, Population, 
State Organization, Public Instruction and 
Intellectual Life, Public Health, Public 
Works, Communications; (I) Public and 
Private Finance: Public Finance, Money 
and Credit, Insurance, Exchanges; (ZIZ) 
Commerce: Domestic Commerce, Foreign 
Commerce; (JV) Economic Resources: 
Agriculture, Live Stock and Animal Prod- 
ucts, Bee Culture, Sericulture, Fisheries, 
Measures and Institutions for the Develop- 
ment of Agriculture, Sylviculture, Mineral 
Exploitation, Hydraulic Forces, Industry, 
Tourism; (V) Supplement: Greece Today. 
The materials presented under each heading 
are quize factual and to the point. 

The second volume is concerned w:th 
the relationship between world economy 
and that of the Balkan countries. In this 
volume there is a more or less detailed ac- 
count of the economic relations between 
the United States, Germany, Belgium, 
France, Hungary, Italy, Japan, the Nether- 
lands, Poland, Switzerland, and the late 
Czechoslovak Republic, and the varicus 
Balkan countries. Again we may cite the 
section on Greece for an example of the 
type of information given: (1) Useful In- 
formation for Foreign Business Men: Le- 
gal Protection, Exchanges, Chambers of 
Commerce, Legislation Concerning Letters 
of Exchange and Checks, Legislation on 
Insurarce Companies, Protection of In- 
dustrial Property, Ports, Customs, etc., Ex- 
positions, Commercial Museums, Fairs, De- 
velopment of Foreign Commerce, Weights 
and Measures; (Z7) Addresses: Principal 
Greek Exporters; (ZI) Tourist Greece. 
The more valuable and detailed studies will 
be found in Volume I. 

Students of Balkan politics and problems 
will welcome both these volumes. There 
is a veritable gold mine of information 
within their covers concerning a region 
which is significant for the whole world, 
and especially so during this period of con- 
flict in Europe. The various sections of 


Book DEPARTMENT 


both volumes are written in both French 
and German The Encyclopédie Econo- 
mmique des Balkans should prove of distinct 
value and use to all who are interested in 
that corner of the European Continent. 
Harry N. Howarp 
Miami University 


FRANKEL, S HERBERT. Capital Investment 
in Africa Pp. xvi, 487. New York: Ox- 
ford University Press, 1938. $4.00. 
This book was written tc assist Lord 

Hailey’s African Research Survey, and was 

published under the auspices of the Royal 

Institute of International Afairs. It is a 

most elaborate and comprehensive study of 

the history and present position of capital 
investment in Africa south of the Sahara 

Desert. About a quarter of the book deals 

with the Union of South Africa. An analy- 

sis of the types of investment, interest 
rates, and their fiscal and economic effects 
is followed by a separate section for each 
dependency and by chapters upon railway 
finance, gold, and diamonds Despite the 
infinite mass of detail and the very large 
number of tables and cherts, Professor 

Frankel is always master of his material, 

and his main conclusions are clearly drawn. 

The reviewer can feelingly indorse his con- 

clusions as to the limited reliability of 

colonial statistics and his preference for the 

Statistical Abstract of the British Empire. 

There is an exhaustive bibliography and a 

detailed index. This book is indispensable 

to any who are interested :n the financial 
and economic phases of African imperial- 
ism, or in the extent to which tropical gov- 
ernments have entered the business field. 

The discovery of gold and diamonds 
transformed South Africa from a poor and 
struggling region into the most prosperous 
territory on the continent; and its whole 
economy is still dependent to a somewhat 
disquieting extent upon their prosperity and 
the heavy taxation levied upon them. Save 
in South Africa, the bulk of the invest- 
ments have been made in the twentieth cen- 
tury and particularly in the last twenty 
years, owing to the recent date of tropical 

African development. Of the £1,221,686,- 

000 of foreign capital invested in Africa, 

over 45 per cent represents government 

borrowings for the construction of railways 
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and other essential public works. The ex- 
ternal debt charges for most of the colonies 
are heavy and in times of depression are a 
serious burden, since the principal exports 
are raw materials and foodstuffs which are 
subject to considerable price fluctuations. 
Professor Frankel poses the typical di- 
lemma of the tropics that economic prog- 
ress is impossible without large capital 
investment, but that the price paid is on 
occasion a heavy one. His solution is that 
the colonies should be enabled to borrow 
at low or even nominal rates of interest. 
The book emphasizes “the extraordinary 
dependence of African development on 
British capital,” £941,307,000 of the total 
investment being in British possessions. 
The bulk of it is of British ownership, and 
in addition there are large British invest- 
ments in the Portuguese and to a smaller 
extent the French colonies. This is due to 
the larger resources of Great Britain, the 
highly developed and specialized character 
of British financial institutions, and also 
the excellent financial administration of the 
British colonies. Professor Frankel con- 
siders that a greater degree of economic 
progress has been attained in the British 
than in the other African territories. 
Lennox A. Murs 
University of Minnesota 


WoopHeap, H. G. W. (Ed.) The China 
Year Book, 1939. Pp. xxiv, 663. Chi- 
cago: University of Chicago Press, 1939. 
$10.00. 


Mr. Woodhead and his publishers have 
not permitted the disruption caused by 
Sino-Japanese hostilities to interrupt the 
invaluable series of China Year Books of 
which the current volume is the twentieth. 
Although it has been found impossible to 
obtain up-to-date statistics on finance, com- 
munications, military affairs, education, 
mining, the drug traffic, and other subjects, 
these deficiencies are compensated for by 
new chapters which expand the text more 
than 50 pages beyond that of 1938 and 150 
pages beyond that of 1936 The new chap- 
ters deal with customs tariffs under Jap- 
anese control, the currency problem, the 
progress of the war (with maps), the Jap- 
anese program for the eccnomic exploita- 
tion of China, the refugee problem, and the 
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flora of China. As in past issues, the ed- 
itor has enlisted the co-operation of notable 
authorities on a variety of topics. The 
“Who’s Who” of leading Chinese is main- 
tained; also the calendar of major historical 
events in, or of consequence to, China. 
Chapters of essential information regularly 
included cover population, geography, trade, 


overnment, finance, communications, la- ` 
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bor, religions, foreign residential areas, and 
education. For a generation this year book 
has been the most available challenge to 
the aphorism that with reference to China 
there are no facts. 

One is particularly interested at present 
in materials upon the Sino-Japanese war- 
fare and its effect upon Chinese political, 
economic, and social conditions. He finds 
an unsatisfactorily brief treatment of politi- 
cal reorganization under the National Gov- 
ernment and a comprehensive account of 
the new People’s Political Council, but 
nothing more than a list of offices and their 
incumbents relating to the puppet admin- 
istrations sponsored by Japan at Peiping 
and Nanking. He is surprised to find that 
a section on Japan’s economic program for 
China is not balanced by a chapter on inde- 
pendent Chinese activities in the economic 
field, which might well have included data 
on the effect of the invasion upon the re- 
markable reconstruction program which the 
Chinese Nationalists were carrying into ef- 
fect when it began. The agricultural, min- 
eral, and industrial developments and high- 
way construction in western China have 
been phenomenal, impelled by wartime ne- 
cessities. Adequate space, however, is al- 
lotted to railway construction and to the 
effects of the war upon labor and industry 
in the occupied cities, while the new system 
of currency, monetary policy, and wartime 
public finance are less fully explained. The 
field of education is not satisfactorily dealt 
with, there being no treatment of the 
wholesale transfer of universities to south- 
west China. The treatment of public 
health is not continued from the 1938 vol- 
ume. 

The most valuable new chapters are 
those on Sino-Japanese hostilities and the 
refugee problem. The former has eight 
pages of chronological matter and forty- 
two pages of documents. The “hot” sub- 
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ject of international rivalries at Shanghai 
is not covered, which is unfortunate in view 
of the editor’s exceptional opportunities for 
providing an authoritative account. 
Haron S. QUIGLEY 
University of Minnesota 


PIRENNE, HENRI. Mohammed and Charie- 
magns. Pp. 293. New York: W. W. 
Norton and Co., 1939. $3.50. 

Watts, ARTHUR P. A History of Western 
Civihzation from Ancient Greece through 
the Renaissance. Vol. I, pp. xxxvii, 786. 
New York: Prentice-Hall, Inc., 1939. 
$3.75. 

BossENBROOK, WILLIAM J., and Rotr Jo- 
HANNESEN. Foundations of Western 
Civilization. Pp. xxi, 695. Boston: D. 
C. Heath & Co., 1939. $375. 


When Henri Pirenne died in October 
1935, the world lost not only a great his- 
torian but also a great man who had played 
an active part in the affairs of his native 
land. A few months prior to his death he 
wrote the last pages of this book, which he 
considered the definitive expression of his 
ideas concerning the problem implicit in 
the question: When did antiquity give way 
to the Middle Ages? Or, in other words: 
When did the Middle Ages actually be- 
gin? 

The old explanations of a Rome weak- 
ened by internal disruption, by attack from 
barbarian invaders, and by the growing 
pówer of a church gnawing at its weakened 
vitality, were for Pirenne only partial truths 
and in no sense adequate explanations. 
With his keen perception of the significance 
of economic and social change in the long 
course of history, he sought his answer to 
the question by a close examination of 
those facts which would explain how a 
Europe urban and commercial in character 
came to be characteristically one in which 
nonurban societies and a rural economy 
prevailed. Whereas many saw strength and 
novelty in the new barbarian kingdoms of 
the fifth and sixth centuries, Pirenne dis- 
cerned and emphasized not their unique de- 
velopments, but the Romanization to which 
they all succumbed, save, of course, the 
Anglo-Saxon communities in England, 
which were never under the dominance of 
Roman practice or ideal. 


Book DEPARTMENT 


The first section of the essay is an analy- 
sis of the vicissitudes of these barbarian 
kingdoms. The important sections, how- 
ever, are those which follow. There Pi- 
renne describes in brilliant, memorable 
fashion the great contrast he saw between 
Merovingian and Carolingian times in 
Frankland. He aims in this part of the 
book to remove what he held to be a 
fallacy too long accepted by historians. 
They had traditionally held that Frankish 
civilization could be treated as a unit, ex- 
plaining that Merovingian times repre- 
sented a bleak and confused period in 
European history, whereas Carolinian times 
were a period of renewed vitality and cul- 
tural advance lasting for a brief time be- 
fore Europe plunged into the dark centuries 
of the feudal age. But for Pirenne the 
facts of his sources, when correctly exam- 
ined and evaluated, told a different story. 
The Merovingians, he found, patterned 
their government and their administration 
on the models of Rome; they profited from 
a continuous commercial activity of wide 
range which kept them in communication 
with and made them a part of the great 
Mediterranean world. Ships still sailed the 
sea; gold was still the monetary backbone 
of trade; silks, spices, and papyrus were 
still brought from afar. 

In 632 died that last of Allah’s prophets, 
Mohammed, leaving behind him a new 
Eastern World that was immediately to 
intrude into the tranquil unity of the Mare 
Nostrum. Here, for Pirenne, is the secret 
of Rome’s fall. With the rapid expansion 
of Moslem power after Mohammed's death, 
the Mediterranean became a Moslem lake, 
and contact by sea between east and west 
was broken for the first time. In the west, 
by the eighth century the Carolingian 
mayors of the palace had become kings in 
Frankland, But how different they were 
from a Clovis, a Chilperic, or a Dagobert! 
Theirs was an inland kingdom, with com- 
mercial activity almost extinct and with 
gold no longer available. Even with 
Charlemagne, bearer of a fictitious Roman 
title, the elements representing Rome are 
only distant memories. He governed his 
kingdom by issuing capitularies, his admin- 
istration was largely the work of local no- 
bles, and the discernible powers in his court 
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were clerics—not the lay officers of his 
Merovingian predecessors. In short, he 
lived in a new world, one that had replaced 
the old world of Rome, and power in the 
west had by his time shifted rom a Medi- 
terranean center in Italy to the regions of 
northern Frankland. Here, says Pirenne, 
is the beginning of the Middle Ages! It is 
a dull reader indeed who does not recognize 
the light of genius in the pages of this 
book, without doubt a landmark in con- 
temporary historiography. 

The other volumes under review are of 
a different sort. Each is designed for class- 
room use and as an introduction to the 
main problems of European history. Pro- 
fessor Watts has covered the long period 
from the Greeks to the Humanists in a 
book written in a clear, straightforward 
style and not overburdened with unneces- 
sary fact. He has, it seems, aimed to be 
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generalization that helps towards this end. 
It is interesting to note that when dealing 
with those periods covered by Pirenne, he 
would place greater emphasis on the break 
with antiquity that came with the barbarian 
invasions, and also that his treatment of the 
Franks follows a more traditional inter- 
pretation. Professor Watts has wisely 
given much space, approximately one-third 
of the book, to cultural developments which 
are well described, especially in those sec- 
tions devoted to the Middle Ages and the 
Renaissance. For beginners, some confu- 
sion may arise from the arrangement of the 
various chapters. ‘“Mohammedanism and 
the Crusades,” for instance, follows imme- 
diately upon the “Barbarian Invasions,” 
whereas “Feudalism” is not explained until 
the political history of the major European 
countries has been presented, thus necessi- 
tating a jumping back and forth that is 
difficult for most students. 

The authors of Foundaticns of Western 
Civilsgation, and their five collaborators, 
have written a book that will hold the at- 
tention of the general reader and that 
should serve as a satisfactory text for those 
for whom it was especially designed. The 
emphasis throughout is on cultural develop- 
ments, though the political background es- 
sential as a frame of reference is well in- 
tegrated into the whole. The book is 
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clearly and interestingly written, but is set 
up in such a fashion that the close type 
makes reading something more of a strain 
than is the case with the well-planned 
pages of Professor Watts’s volume. There 
are, however, many excellent illustrations, 
an attraction for those classes in which art 
history is accorded its proper place. It is 
significant that in a book of this sort the 
authors have stressed and have given so 
much space to the Middle Ages. They are 
to be congratulated for what some would 
consider their boldness, others their sanity, 
in doing so. 
Gray C. Boyce 
Princeton University 


Botton, Hersert E. Wider Horizons of 
American History. Pp. xv, 191. New 
York: D. Appleton-Century Co., 1939. 
$1.50. 


“The Epic of Greater America,” the first 
of the four papers appearing in this small 
volume, was Professor Bolton’s presidential 
address before the American Historical As- 
sociation at Toronto in 1932. The others— 
“Defensive Spanish Expansion and the Sig- 
nificance of the Borderlands,” “The Mis- 
sion as a Frontier Institution in the Span- 
ish-American Colonies,” and “The Black 
Robes of New Spain”—were delivered be- 
fore different audiences upon different occa- 
sions from 1917 to 1934 All but the last 
have been previously published. There is 
a considerable amount of overlapping in 
the subject matter of the differen: papers, 
but not enough to warrant criticism of their 
publication in one volume. Taken as a 
whole, the volume should serve a3 an ad- 
mirable corrective to the point of view of 
teachers and students whose attention has 
been fixed too narrowly upon the history of 
the United States, or of the United States 
and Canada, to the neglect of the parallel 
history of the Hispanic colonies and nations 
of the New World It ought to be pre- 
scribed reading for all teachers of United 
States history in high school and the 
grades; and there is little doubt that even 
some college teachers who have never been 
exposed to the Bolton influence could profit 
from a use of it. : 

What are the chief purposes of the book? 
First and foremost, to riddle the notion, 
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still found,in some of our textbooks, that 
the colonizing work of Spain and Portugal 
was a “failure.” It seems surprising that 
such a fallacious notion should still need 
to be combated, but how many American 
history textbooks give any real recognition 
to the magnificent success of those colonial 
enterpr-ses below the Rio Grande? The 
second purpose is to emphasize the humani- 
tarian character of Spanish colonization in 
its attitude toward the natives To most 
English colonists, good Indians were dead 
Indians. To the Catholic Church, which 
played so vast a part in Spanish coloniza- 
tion, the Indians were a precious portion of 
humanity, not only with souls to be saved, 
but also with bodies to be healed and minds 
to be instructed in the arts of civilization. 
Practice and ideal, of course, parted widely 
on too many occasions, but the ideal ex- 
erted a profound influence, nevertheless. 
The third purpose is to give a belated rec- 
ognition to the heroic and successful work 
of the Christian missionaries—Jesuits and 
Franciscans for the most part—in New 
Spain. Parkman long since made familiar 
the heroism of “the Jesuits in North Amer- 
ica,” but his “North America” was limited 
to the St. Lawrence and Mississippi valleys. 
The Jesuits of New Spain far surpassed 
those of New France in their numbers, the 
duration of their work, and the multitude 
of their converts. It is estimated that in 
New Spain alone, the Jesuits baptized not 
less than two million natives. Professor 
Bolton does not essay the role of Parkman 
for “the Black Robes of New Spain,” but 
he suggests some of the tasks still awaiting 
historians in that field. 

The foregoing are the dominant notes of 
the book. There is also much interesting 
information in regard to the technique of 
mission work, the social and political struc- 
ture of the native pueblo which grew up 
about the mission, and the defensive nature 
of the northward expansion of New Spain 
To students acquainted casually or not at 
all with Hispanic-American history, this is 
an instructive and informing little volume. 

Junius W. PRATT 

University of Buffalo 


ABEL, ANNIE Herrorse (Ed.). Tabeaws 
Narrative of Lotsel’s Expedition to the 
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Upper Missouri. Pp. xi, 272. Norman: 
University of Oklahoma Fress, 1939. 
$3.50. 

Tabeau’s Narrative, which Miss Abel has 
so competently prepared and edited, is 
likely to prove of more than usual interest, 
both from a historical and a sociological 
viewpoint. The rich background of in- 
trigue and commercial activity out of which 
the narrative arose, in itself gives the ac- 
count considerable value. In 1794 the 
Spanish authorities of Louisiana, anxious 
to check the extension of British influence 
among the Indians of the Upper Missouri 
region, chartered La Compagnie de Com- 
merce por la Decouverte des Nations du 
kaut du Missouri, more familiarly known 
as the Missouri Company. The firm’s di- 
rector, Jaques Clamorgan, was in reality 
mainly interested in the Indian trade, and 
the concern soon degenerated into a mere 
commercial enterprise. After 1799 the 
Missouri Company became virtually a mere 
blind for the business interests of Clamor- 
gan and his young partner, Louis Loisel, a 
French voyageur with some experience as 
an Indian trader. Through their political 
connections with Governor-General Caron- 
delet at New Orleans, Clamorgan and Loisel 
obtained a practical monopoly of the Upper 
Missouri trade. Eventually, probably in 
1802, Loisel constructed a fort, above the 
Great Bend of the Missouri, in the country 
of the Arikaras and the Sioux. Here, in 
1804, Loisel undertook to prepare a report 
on the Upper Missouri country for the 
Spanish Lieutenant-Governor at St. Louis, 
who had again become alarmed by further 
British advances into the territory. When 
business considerations dictated Loisel’s re- 
turn to St. Louis, he delegated his task to 
his assistant, Antoine Tabeau, a French 
Canadian vovageur. 

Tabeau’s Narrative takes on added sig- 
nificance in that the expedition of Louis 
and Clark made several contacts with the 
writer, anc apparently trusted his observa- 
tions enough to incorporate material in 
their Statistical Report. Tabeau was in 
fact no ordinary illiterate fur trader, but at 
once a man of good education and long 
experience among the Indians. In his Nar- 
rative he paid little attention to the British, 
and his account in the main resolved itself 
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into a penetrating study of the culture of 
the Upper Missouri tribes. His general at- 
titude toward the Indians wes unsympa- 
thetic—he termed them “stupid, supersti- 
tious, gluttonous, lewd, vindictive . . .”; 
but he nevertheless observed with some de- 
tachment the folkways of the savages on 
the hunt, in war, and in trade, as well as 
their marital customs, superstitions, and 
ceremonial forms. It is probable that there 
exists nowhere else so excellent a first-hand 
study of a culture which, even as Tabeau 
wrote, was undergong rapid disintegration. 
The manuscript of the Narrative, dis- 
covered in the office of the Topographical 
Bureau at Washington, has been admirably 
prepared for publication. The translation 
is excellent, while every portion of the doc- 
ument has been made the subject of elab- 
orate scrutiny and careful comparison with 
other sources. The running commentary in 
the footnotes is thus exhaustive and highly 
illuminating, while the explanatory intro- 
duction is in itself a historical essay of no 
mean proportions. The editor deserves 
commendation for the range of her histori- 
cal insight upon the subject at hand. 
ALFRED H. KELLY 
Wayne University 


CARMER, Cart. The Hudson Pp. xii, 434. 
New York: Farrar & Rinehart, Inc, 
1939. $2.50. 


American rivers are receiving an atten- 
tion that bids far to give us a new idea 
of the primary entrances to America. The 
volumes of the series “Rivers of America,” 
planned by the late Caroline Lindsay Skin- 
ner (who died March 26, 1939), are some- 
what difficult to classify They are avow- 
edly not historical, for the authors are 
designedly poets and novelists; but as in 
this volume, they abound in historical in- 
cidents and legendary folklore, and for 
that reason have a distinct historical value, 
although they are far too engaging to come 
under the classic designation of history. 
They do not pretend to be either economic 
or sociological, although abounding in data 
of value to students in those fields. 

Mr. Carmer’s book, havirg been written 
by a novelist, reads like a novel, but his 
facts have been as well authenticated as a 
researcher would ask. He tells the tales of 
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old whalers and trader sea dogs of the 
Catskill shore; the story of white-sailed 
sloops, of steamboats racing from Albany 
to New York, of showboats playing anti- 
rent melodramas to incite the farmers 
against their landlords, of great disasters 
and heroic deeds, of the aestheticism of the 
villa-dwellers and the castle-dwellers on the 
great estates, of the efforts of the Hudson 
River School of pamters to catch “suolim- 
ity” on canvas, of the establishment of 
dream communities where residents be- 
lieved all life’s problems would be solved. 

The accounts of the quarrelsome, rough- 
and-tumble life of the Dutch, who were not 
all the pompous, fat-headed, over-dignified 
folk of Washington Irving’s generally ac- 
cepted caricatures, are quite worth while. 
The book brings the lovely Quaker, Mehita- 
bel Wing, to her place in the gallery of 
American heroines. It graphically describes 
a century’s armed rebellion of the Hudson 
Valley farmers against the feudal manor 
lords—a fight for civil liberties which, de- 
spite the American Revolution, did not end 
until the middle of the nineteenth century. 

From this summary it will be seen that 
there is an abundance of historical mate- 
rial of very real value to the serious stu- 
dent, although the charming way in which 
it is all told may lead some to underesti- 
mate the contribution. 

CLINTON Rocers Wooprur? 
Philadelphia 


Horton, Joun THEODORE. James Kent. 
Pp. xi, 354. New York: D. Appleton- 
Century Co., 1939, $3.50. 

This is an excellent work. It embodies 
much research, carefully used, and is well 
and interestingly written. As it abundantly 
demonstrates, Kent disliked all extremes 
except in abuse of Democrats and their 
doctrines. Liberty he praised, but only 
with constant fear of its probable excesses. 
His allegiance was solely to the narrow con- 
ception of liberty long dominant in English 
political literature, namely, the freedom of 
the person that was guaranteed by the com- 
mon law and freedom from oppression by 
a political majority. With him, liberty and 
property were very closely associated if 
not virtually interdependent. When they 
conflicted, he defended slavery (of de- 
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graded Africans). For the contemporary 
democratic doctrine which declared he 
chief end of government to be the pro- 
tection of the individual’s life, liberty, and 
pursuit of happiness, he had little under- 
standing. He regarded property as the 
source and basis of labor, the arts, charity, 
justice, and government, and its protection 
as the chief end of the last. 

Kent’s education and talents early made 
him a companion of those who had prop- 
erty, and a protector of their interests, and 
he served them wholeheartedly. He re- 
pudiated as wholly Utopian the idea tkat 
“the mass of the people’—-meaning unprep- 
ertied citizens—‘[are] willing to act vir- 
tuously”; universal suffrage, he declared, 
was “too mighty an excitement for the 
moral constitution of men’—that is, un- 
propertied men—“to endure.” Throughout 
life he watched in despair the spread of 
“violent,” “raging,” and “polluted” doc- 
trines of the “desperate and abandoned 
party” that endeavored to weaken consti- 
tutional bulwarks set about the propertied 
and creditor class, and strove both on ard 
off the bench to withstand democracy’s de- 
structive forces. His administration of jus- 
tice became suspect, and in consequence he 
was forced from the bench. 

Kent’s contribution in introducing Eng- 
lish law was possibly unique, certainly very 
great. Mr. Horton suggests, and the re- 
viewer more positively concurs, that it 
should have been less. Many things should 
have led him to question the desirability of 
any general reception of that law. But he 
was apparently unconscious of general colo- 
nial tendencies and common colonial inter- 
ests. Moreover, by his very nature he 
could be no innovator. Besides, the matter 
became a political issues between Federalist 
Anglophiles and Democratic Francophiles, 
and Kent’s admiration of everything Eng- 
lish approached the fantastic. Thus, in 
general, he avoided the problem by me- 
chanically following precedents. ‘True, he ` 
did sometimes depart from common-law 
rules; in rare instances he adjusted the law 
to American conditions; in others, he dis- 
approved of innovations because of their 
possible social consequences. But the op- 
portunities which he saw for the law's im- 
provement were nevertheless generally lim- 
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ited by politics and prejudices. As Mr. 
Horton says of his labors, “If they con- 
tributed little to humanitarian purposes, to 
social stability they contributed much.” 

The reviewer cannot indorse Mr. Hor- 
ton’s assumptions that adherence to prece- 
dents necessarily did service ta equity, and 
that frontier society was “peculiarly 
adapted” to receive English law unamended. 
Its ruggedness merely enabled it, collo- 
quially speaking, to “take it.” 

Mr. Horton’s book does not detract from 
Kent’s reputation for learning. It does 
tend to convince one that he was not other- 
wise a great judge. 

Francis S. PHILBRICK 

University of Pennsylvania 


LLOYD, ARTHUR Younc. The Slavery Con- 
troversy, 1831-1860. Po. xi, 337. 
Chapel Hill: University of North Caro- 
lina Press, 1939. $3.00. 

No topic in American history has been 
discussed more often than the controversy 
over slavery, and the Jast word has not yet 
been written. It would probably be agreed 
in these enlightened times that the solution 
of any historical problem depends upon the 
angle from which it is approached, and 
there would seem to be just two angles 
from which to approach the South’s great 
black albatross. From one of these, slavery 
appeared as an unmixed evil, and any 
means of eradicating it seemed to be justi- 
fiable. This was the view of the aboli- 
tionists. From the other angle, slavery 
appeared as a historical institution brought 
into existence by natural and human fac- 
tors. The blame for it did not fall ex- 
clusively upon those who at any given 
moment held the slaves, and its eradication 
involved many economic and racial prob- 
lems which required careful and courageous 
consideration. 

This latter is the point of view from 
which Mr. Lloyd approached the question. 
His study is based upon a thorough exam- 
ination of the controversial lizerature on the 
subject, and his presentation is as dispas- 
sionate as could be desired by the most 
“authoritative” of the “scientific” histo- 
rians; but his conclusions will hardly be 
acceptable to the prevailing school. He 
maintains—or rather, he permits his mate- 
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rial to show—that prior to 1831 the South 
manifested a greater interest in emancipa- 
tion than did the North; that by vilifying 
the slaveholders, the Garrisonians delib- 
erately and willfully destroyed the only 
chance of bringing about a peaceful and 
considered emancipation; and that the real 
force behind the antislavery and anti- 
Southern feeling in the North was the de- 
sire of the industrial states to divide the 
West from the South and lay the agricul- 
tural states under contribution. The au- 
thor would not deny that there was a cer- 
tain amount of humanitarian sentiment 
involved, but men who wished to provoke 
servile insurrection and subject the South- 
ern whites to the domination of the ig- 
norant and illiterate blacks were hardly 
humanitarians. 

The majority of Mr. Lloyd's readers will 
probably not agree, but the reviewer is of 
the opinion that until the “scientific” is 
substituted for the abolitionist point of 
view by the writers of American history, 
the “road to reunion” will not be so rosy 
as it has been pictured. The author of this 
volume has performed a valuable service in 
presenting the problem for those who wish 
to consider its economic and sociological 
aspects from a broadly human point of 
view. 

THOMAS PERKINS ABERNETHY 

University of Virginia 


CHUGERMAN, SAMUEL. Lester F. Ward; 
The American Aristotle. Pp. xiii, 591. 
Durham: Duke University Press, 1939. 
$5.00. 


In recent years the literature of sociology 
has been augmented from time to time by 
books and monographs dealing with the 
contributions of outstanding men in the 
history and developments of the science. 
These works throw valuable light upon the 
process by which we have arrived at the 
more concrete and specific achievements in 
research and in methodology, and by which 
sociology is acquiring a greater degree of 
maturity and of consequent recognition. 
Since the genetic and historical approach 
is essential to the adequate understanding 
of any subject, it would seem desirable that 
this type of descriptive and analytic mate- 
rial should be increased. 
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This summary and interpretation of 
Lester F. Ward’s sociology by Samuel Chu- 
german is an encouraging sign of this trend. 
The book derives special importance from 
the fact that it deals with the recognized 
founder of sociology in America, whose 
work has been and is in danger of ‘be- 
ing undervalued by the newer generation 
of sociologists through unfamiliarity with 
it. 

The chief characteristics of the study 
are: 

First, its comprehensiveness. Ward was 
a voluminous writer. We have not only his 
great systematic works, Dynamic Sociology, 
two volumes, his Pure and his Appled So- 
ciology, his Psychic Factors of Civilization, 
his Outlines of Sociology, and his Textbook 
of Sociology, but also his Glimpses of the 
Cosmos, six large volumes containing 436 
articles and addresses republished from a 
wide variety of scientific journals ranging 
over the fields of natural science, philoso- 
phy, morals, religion, and sociology in its 
theoretical and applied aspects. The author 
exhibits minute knowledge of this entire 
range, but deserves special credit for his 
wide use of Glimpses of the Cosmos—an 
almost wholly neglected work—as a neces- 
sary source of elaboration and elucidation 
of Ward’s views. 

Second, its organization. In addition to 
following the usual procedure of describing 
Ward as the master builder of sociology, of 
the presentation of his theory of genesis, or 
the foundations of sociology, and his theory 
of telesis, or the domains of sociology, the 
author has organized, from all available 
sources, the material to portray Ward in 
his many-sided achievements as the man, 
the scientist-philosopher, the biologist, the 
psychologist, the anthropologist, the soci- 
ologist, the synthesist, the monist, the phi- 
losopher of history, the economist, the 
sociocrat, the liberal, the feminist, the en- 
vironmentalist, the educationalist, the me- 
liorist, and the moralist. If these multiple 
accomplishments seem too great for one 
man to have achieved, the appeal is to 
the record. It is pointed out that we are 
dealing with an intellectual giant who ranks 
with such men as Comte and Darwin and 
Spencer, and that the modernity and the 
clarity of his views justify placing him in 
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the category of the greatest of contem- 
porary thinkers in these several fields. 

Third, its application. Here the author 
develops Ward’s theses: that desire is the 
dynamic force and intellect the directive 
agency in human behavior both individual 
and collective; that by the use of mind, 
which is the highest form of natural cre- 
ative achievement, man cannot only bend 
nature to his advantage but can build a 
society that will be productive of supreme 
human well-being and happiness; and that 
this telic program is conditioned upon the 
discovery and the universal spread of 
knowledge. 

Perhaps the book claims too much for 
Ward. It clearly bears the marks of hero 
worship in both its title and its structure, 
but this may be forgiven in one who has 
made Ward so much of his thinking that 
he unconsciously exhibits the dynamic and 
convincing character he surveys. It is a 
valuable book for both student and layman. 
Certainly no graduate student in Sociology 
who has not read it should be granted an 
advanced degree. 

J. P. LICHTENBERGER 

University of Pennsylvania 


Macponatp, Norman. Canada, 1763- 
1841: Immigration and Settlement. Pp. 
mi, 577. New York: Longmans, Green 
& Co., 1939. $8.40. 


It will be readily conceded that there is 
an intimate relationship between the land 
system of a new and unsettled country, and 
its political, social, and economic progress. 
It would be difficult to find a system of 
land regulations more confusing and un- 
satisfactory than that which prevailed in 
British North America in the period from 
1763 to 1841. To 1815, the Imperial au- 
thorities paid little attention to the needs 
of the colonies in this respect, and followed 
a policy of drift; and it was not until 1841, 
following the Rebellion of 1837, that the 
Imperial Government surrendered its con- 
trol over the waste lands of Canada. It is 
the author’s thesis that the administration 
of the land regulations in British North 
America conditioned the whole political, 
economic, and social history of Canada in 
these important formative years, and he 
has proved his point with abundant detail. 
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For years, Canada’s waste Jands were 
granted to all sorts of people and under all 
sorts of conditions—to Loyalists, and dis- 
charged and prospective soldiers who were 
expected to form a frontier ccrdon against 
the spread of American democracy; to pri- 
vate individuals like the eccentric but able 
Talbot, the tyrannical McNab, and the Earl 
of Selkirk; to companies like the Canada 
Land Company of John Galt, the novelist, 
which received a grant of 2,300,000 acres in 
Upper Canada; to civil officers and politi- 
cal favorites, including membecs of the ju- 
diciary and of the executive aad legislative 
councils; and to others who were expected 
to recoup their financial losses by trafficking 
in the Crown lands of Canada. In addi- 
tion, there were the well-known Crown and 
Clergy Reserves, the former designed to 
foster patriotism and act as a barrier 
against the leveling, frontier Cemocracy of 
the United States, and the la-ter to subsi- 
dize the Episcopalian Church and act as 
a counterpoise against Roman Catholicism 
in Quebec. To complicate matters still 
more, there was the curse of ebsentee own- 
ership, perhaps at its worst in Prince Ed- 
ward Island; the pernicious influence of 
the quit-rent system; and the problem of 
the squatter who took “robust possession” 
of what he wanted. Waste lands were used 
for the defense of the colonies; as rewards 
for individual services; to satisfy the specu- 
lative urge of political favorites; and to 
shape the political and religicus destiny of 
the people. Whatever the policy may have 
accomplished in this regard, i: certainly re- 
tarded settlement, obstructed progress, and 
became one of the main elements of the 
political unrest in Canada from 1815 to 
1841. Millions of acres were granted; but 
in Upper Canada less than one-tenth was 
occupied, and in Lower Canzda, less than 
one-twentieth. Gradually, under the stimu- 
lus of reformers like Gourley, Wakefield, 
Thorpe, Mackenzie, and others, and be- 
cause of the influence of laad policies in 
Australia anc in the neighboring United 
States which robbed Canade of many of 
her most promising settlers, the principle 
of disposal by sale supplanted that of 
grants, and the old system, with its un- 
certainties, confusion, and glaring inade- 
quacies, came to an end. 
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Dr. Macdonald has told the story in 
great detail for Canada and the Maritime 
Colonies, and with frequent reference to 
other colonies and the United States as 
well. Even when he covers familiar 
ground, such as the influence cf the “Fam- 
ily Compact” on local politics, the struggles 
over a permanent Civil List, the policies of 
various governors, and the Clergy Reserves 
controversy, he has added a wealth of 
new material from original and hitherto 
unexploited sources. His footnotes cover 
ninety-one pages, and the bibliography 
twenty-eight pages. This volume is a 
scholarly, definitive treatment of a subject 
that badly needed umraveling, and is a 
notable contribution to Canadian and Im- 
perial history. 

CARL WITTKE 

Oberlin College 


Marquanpb, H. A., ef al. Organized Labour 
in Four Continents. Pp. xiii, 518. New 
York: Longmans, Green & Co., 1939. 
$4.00. 


This is a book of eleven chapters, pre- 
pared by as many contributors, each deal- 
ing with the course of the labor movement 
in a different country or group of countries 
since the World War. Each of the authors 
has had firsthand knowledge of the prob- 
lem and some may be ranked as high au- 
thorities in their fields. Hence we have a 
most useful compendium of facts, events, 
and trends in these countries, along with 
interpretations of these which differ some- 
what in accordance with the interests the 
writer represents, but which are not heavily 
weighted by officialdom. As a whole, this 
informative volume tells a story which can 
be got at only with considerable inconven- 
ience elsewhere, and therefore those who 
are interested in this field have reason to be 
most grateful for this timely contribution. 

The editor of the volume, who is Profes- 
sor of Industrial Relations at University 
College, Cardiff, himself writes an excellent 
review of the past two decades of the 
labor movement in Great Britain. Pro- 
fessor André Philip, of the Université de 
Lyon, contributes a lucid, well-balanced, 
and comprehensive account of labor devel- 
opments and outlook in France. Professor 
Erich Roll, of University College, Hull, has 
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a strong and well-supported chapter on 
Germany during the Weimar Republic and 
the period after, when the labor movement 
was squelched. Dr. J. P. van Aartsen, of 
the International Institute of Agriculture, 
Rome, gives a guarded factual account for 
Italy. Halvard M. Lange, director of the 
Norwegian Trade Union College, shows the 
similarities and the differences of the labor 
situation in three main countries of Scandi- 
navia—Denmark, Norway, and Sweden. 

For the U. S. S. R., Dr. Maurice H. 
Dobb, university lecturer at the University 
of Cambridge, provides a restrained analy- 
sis of the positions the trade unions have 
been holding under Stalinism. Professor 
Selig Perlman, of the University of Wis- 
consin, gives a detailed account of the 
kaleidoscopic events and trends of labor 
relations and labor legislation in the United 
States. Leo Washew, tutor at Toronto 
Workers’ Educational Association, compre- 
hensively reviews labor difficulties and legis- 
lation in Canada and the impact of the 
schism in the United States upon the rela- 
tions of unions across the border. 

The interesting and significant situation 
in the Mexican labor movement is well 
presented by Dr. W. E. Zeuch, trustee of 
the American Foundetion for Abundance— 
whatever that may be—of Oklahoma City. 
Lloyd Ross, state secretary of the Austra- 
lian Railways Union, gives a compact and 
meaty statement of the high spots of labor 
union conditions in Australia. Finally, Dr. 
Iwao F. Ayusawa, formerly secretary of the 
Tokio Office of the International Labor Of- 
fice, in his account of the place of organ- 
ized labor in Japan, uses the occasion for 
a defense of Japan’s position and industrial 
progress, 

There is a place for just such a volume 
on the shelf of every student of labor rela- 
tions, and it should be particularly useful 
in courses dealing with the labor movement 
the world over. Because it has not been 
edited by impartial authority, but each 
writer has been put on his own, some chap- 
ters will be only part of the story for those 
familiar with the countries involved, but 
these chapters will be a most helpful start- 

„ing point. 
HERMAN FELDMAN 

Dartmouth College ' 
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SmaitH, ELLIOTT DUNLAP Technology and 
Labor. Pp. xiv, 222. New Haven: Yale 
University Press, 1939. $2.50. 


Here is a much needed, firsthand study 
of facts about the introduction of techno- 
logical improvements. Attention is cen- 
tered upon the consequences which arise 
out of such installations in the new re- 
sponsibilities of management and in the 
problems faced by workers, both indi- 
vidually and in their unions. The study 
is inductive, growing out of research car- 
ried on in eighteen cotton mills over sev- 
eral years. 

The conclusions merit special attention 
from managers responsible for the intro- 
duction of labor-saving devices, from lead- 
ers of workers’ organizations, and from all 
economists interested in the improvement 
of industrial relations. 

The most important findings are that 
labor-saving developments require “man- 
agement readjustment greater than that of 
the labor readjustment”; that “it was rep- 
resentation that enabled management to 
bring understanding to the employees as a 
whole in advance of action.” 

The elaboration of these two conclu- 
sions is at once illuminating and con- 
vincing; and the practical reader can, 
if he will, carry away clear and definite no- 
tions of problem areas and probable solu- 
tions. 

More general findings are that as man- 
agers become “increasingly men of dis- 
tinctly different antecedents and basis of 
life and thought from their workers; and 
with the opportunity for advancement be- 
coming closed to men who have lacked edu- 
cational advantages, class consciousness is 
likely to become stronger . . .”; and that 
the social facts of technological change 
make “education for all essential to the 
maintaining of the American ideal of indi- 
vidual opportunity... .” 

An important warning is offered against 
too complete participation by labor-union 
executives in what are typically conceived 
to be management responsibilities, since un- 
der present economic conditions labor-union 
officials have the primary duty of keeping 
recommended changes adequately inter- 
preted and “sold” to the rank and file, 
especially since in a competitive economy 
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so many social factors impinging on man- 
agement success lie beyond their control. 

The entire book is an urgent warning 
against precipitate action by managements 
in a too rapid and unprepared introduction 
of technical improvements. Problems of 
tempo, of supervisory competence, of tech- 
nical maintenance, no less than problems 
of employee attitude, always rise to plague 
managers in search of lowered costs due to 
more machinery; and this volume suggests 
how these difficulties may be anticipated. 

The appendix on “Managing the Installa- 
tion of a Labor Saving Change” is an in- 
valuable practical adjunct to the study. 

It is earnestly to be hoped that this book 
will have a wide and conscientious reading 
among industrial leaders. 

Orpway TEAD 

New York, N. Y. 


Bryan, Lesie A. Princitles of Water 
Transportation. Pp. xv, 429. New 
York: Ronald Press Co, 1939. $4.00. 
This readable text represents a new at- 

tempt to survey the main principles of 

ocean transportation, Although some at- 
tention is given to the econcmic and polit- 
ical developments of the last decade, the 
emphasis of the volume is upon the busi- 
ness aspects of maintaining transportation 

services. The author commences with a 

lucid description of the various carrier 

types and a competent discussion of the 
problem of stowage of cargo: This is fol- 
lowed by an elaborate discussion of ports 
and water terminals, piers and warehouses, 
and the best methods for loading, unload- 
ing, and s7 zoring cargo. The section on ter- 
minals, covering about one-ñfth of the en- 
tire volume, appears to be the most valuable 
portion of the book. 

Following the discussion of terminals is 

a description of the chief ocean and inland 

water routes. This in turn is followed by 

a survey of the organization, the rates, and 

the services of shipping companies. The 

author includes a section describing ship- 
ping documents. and concludes the volume 
with two chapters dealing with the mer- 
chant marine policy of the United States 

Government. The book contains an index 

and has a brief list of references at the end 

of each chapter. 
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In some ways this bcok is admirable. 
The style is clear and sharp. Illustrations, 
charts, and tables are numerous and, in 
most cases, quite helpful in explaining the 
material in the text. These merits, how- 
ever, are counterbalanced by serious omis- 
sions which greatly impair the usefulness 
of the work. The chapter on government 
aid to the merchant marine is completely 
inadequate. The reader gets no impression 
of the pressure politics which have made 
subsidies a political football. Scant atten- 
tion is paid to the experiment in govern- 
ment-owned shipping under the Shipping 
Board, and no mention is made of the 
provision of the present Merchant Marine 
Act of 1936 which provides for possible 
government ownership and operation in 
case the subsidy provisions of the act fail 
to create a strong merchant fleet. 

Although written for American students, 
the book contains no careful analysis of 
the competitive disadvantages which face 
American ship companies, particularly those 
arising out of the high ccst of building ships 
in this country. Despite their increasing 
importance, there is no description of for- 
eign subsidy programs. The problems cre- 
ated by militant unionism during the past 
few years receive no mention. A discus- 
sion of at least a few of these problems 
would have produced a more realistic and 
balanced text. 

PAUL MAXWELL ZEIS 

University of Akron 


CLARK, Wittram H. Railroads and Rivers. 
Pp xv, 334. Boston: L. C. Page & Co., 
1939. $3.50. 


This volume is a sequel to the author’s 
previous work on maritime transportation, 
entitled Skips and Sailors. It aims to cover 
inland transportation irom Colonial days 
to the streamlined era of the twentieth cen- 
tury. The book opens with a description 
of the seventeenth century, when America 
was a “land without wheels.” After telling 
of the conquest of the Alleghenies by stage- 
coach and covered wagon, with particular 
emphasis on the Cumberland Road, Mr. 
Clark discusses the canal and steamboat 
era to 1850. Having laid the foundations 
of his story in a scant fifty pages, the au- 
thor devotes 60 per zent of his book to 
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railroad history from 1830 to 1900. In 
seven Kaleidoscopic chapters he discusses 
the invention of the iron horse, the era of 
railroad beginnings, the conques: of the 
Allegheny Mountains, the development of 
the Mississippi Valley, railroading during 
the Civil War, the building of the Union 
Pacific, and the construction of the great 
transcontinental lines. The volume con- 
cludes with five chapters on modern days: 
an estimate of Edward H. Harriman, the 
development of new equipment, World War 
worries, railroad regulation, and a look into 
the future as it relates to railways, water- 
ways, highways, and airways. 

Writing in such brief compass, the author 
has presented an interesting but by no 
means definitive volume. Students of 
transportation will find little new within its 
covers. Secondary sources loom large in 
the bibliography; newspapers, manuscripts, 
and original railroad reports have not been 
consulted. A single chapter, that on the 
Union Pacific, has four references, and all 
to the same authority. 

Tt is not surprising that errors should 
crop out in such a volume. Spanish 
colonists did not control New Orleans 
before the French and Indian War 
(p. 14); the steamboat “New Orleans” 
was capable of upstream navigation (p. 
52); North Dakota and South Dakota did 
not exist in 1860 (p. 153); Wisconsin is 
not west of the Mississippi (p 155). Nu- 
merous anachronisms and errors occur on 
the six maps with which the book is illus- 
trated. Thus, Madison, Wisconsin, could 
not appear on John Melish’s map of 1813, 
since it did not come into, legislative ex- 
istence until 1836. St. Louis is in Missouri 
and not in Ilinois. 

A more serious criticism is the author’s 
partisan admiration for the railroads. the 
book presents a philosophy not unlike that 
of the Railway Age. At least one compli- 
ment is paid the automobile (p. 3C1): it 
has increased the life span of Americans 
by five years! 

The book contains forty-nine pictures 
that enhance the popular character of the 
volume. There are a bibliography and an 
index. 

WILLIAM J. PETERSEN 

State Historical Society of Iowa 
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Lanpon, CHARLES E. Industrial Geogra- 
phy. Pp. xxvii, 811. New York: Pren- 
tice-Hall, 1939. $4.00. 

In his preface, Professor Landon calls 
industrial geography a division of the field 
of economic geography. He elaborates by 
saying that industrial geography is tbat 
phase of the subject which attempts to 
explain the relations existing between the 
physical environment and the production 
of goods. Commerce is not excluded from 
treatment in industrial geography, but em- 
phasis is on production of goods and not 
on exchange. 

The distinction between the two fields 
(i.e., industrial and economic geography) 
seems rather strained, especially since 
nearly all the “productive industries” are 
treated not only in terms of their relation 
to certain factors of the natural environ- 
ment, but also in terms of the influence of 
market. Foreign trade is also considered 
in those cases where it is significant These 
items are all important and should be in- 
cluded, but if they are, the distinction 
which Professor Landon makes between tke 
two phases of the subject seems rather 
vague. 

The book has an attractive formet. I- 
lustrations, of which there are 275, are clear 
and well reproduced. Diagrams and maps 
are well drawn, although a somewhat less 
frequent use of pie graphs would seem a 
desirable improvement. Particularly agree- 
able are the numerous sketch maps of vari- 
ous countries, which have been simplified to 
bring out only one or two features of the 
country in question. By so doing their 
legibility has been greatly enhanced. One 
item that has been omitted from all the 
maps except three reproduced from other 
sources, is a scale. This seems a very 
serious error of omission in a textbook in 
geography. The pictures are generally of 
high geographic value and well chosen to 
illustrate the text. In many cases there 
seems to be too much emphasis on those 
portraying industrial processes. It is rather 
difficult to see any value in these to the 
geographer. 

The book is divided into two major 
parts: (1) the United States (including 
Alaska and possessions), and (2) Foreign 
Countries. The general plan is to treat 
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first the natural regions of each country; 
then to give a brief summary picture of 
its economic pattern; and finally, to analyze 
each of its economic activities. The mate- 
rial seems to be accurate, although some- 
what unbalanced. Just why sixteen pages 
should be devoted to quarry products in 
the United States and only eleven to both 
iron ores and ferro-alloys is not clear. 
Many products discussed are of such minor 
importance that to omit them and devote 
the space to more significant facts would 
appa to have been a better procedure. 
WiitraM F. CHRISTIANS 
Gaivenity of Pennsylvania 


Wess, Joan N., and Matcotm Brown. 
Migrant Families. Pp. xxx, 192. Wash- 
ington: Works Progress Administration, 
1938, 


This monograph is a summary of studies 
dealing with the 200,000 families, represent- 
ing about 700,000 persons, which came un- 
der the care of the Federal Emergency Re- 
lief Administration transient bureaus from 
1933 to 1925. Because of prevailing mis- 
apprehensions concerning transient families, 
the conclusions of this thorough, level- 
headed, painstaking monograph should be 
given the greatest possible currency. 

The authors have adopted Elizabeth 
Wickenden’s formula of “transiency—mo- 
bility in trouble” as a sort of working defi- 
nition. They find that “migrant” families 
from 1933 to 1935 followed substantially 
but not precisely the lines of population 
migration during the halcyon years of 1920 
to 1930. Contrary to popular impressions, 
transient families do not wander aimlessly 
on Federal bounty. Most of them leave 
their places of residence because of unem- 
ployment, low earnings, failure at farming, 
or bad health. A few spectacular cases in- 
volve transcontinental hegiras, but most of 
them move comparatively short distances, 
to definite destinations where there is at 
least some prospect of employment, health, 
or security with relatives or friends. The 
principle motivating their migration in most 
cases is economic advantage, even where it 
is little more than a hope or an illusion. 

Shiftless families are found among the 
clients of transient bureaus, but as a group 
they are young, native-born white, employ- 
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able, better educated than resident relief 
heads of families, and avid for settled se- 
curity. Characteristically they have en- 
countered the hostility of the people and 
the press of communities through which 
they have passed and in which they have 
settled. The transient bureaus have been 
objects of calumny because they facilitated 
the relocation of families rather than forc- 
ing them back onto the communities from 
which they had escaped. A hadge-podge of 
state and local “settlement laws,” relics of 
medieval provincialism, penalize honest mi- 
grants and leave “parasites” substantially 
unhindered. 

John Steinbeck has dramatized the plight 
of the migrant Joads so convincingly that 
their case is likely to become a vivid stereo- 
type of families on the move At the same 
time, Grapes of Wrath contains so much 
bias that we may justifiably recommend 
this measured monograph as ballast for 
Hollywood and Broadway. 

W. WALLACE WEAVER 

University of Pennsylvania 


Forp, P. Incomes, Means Tests and Per- 
sonal Responsibility. Pp. ix, 86. Lon- 
don: P. S. King & Son, Ltd., 1939. 5s. 
This survey of public social services in 

England at their point of contact with the 

family shows a vivid parallel to the dis- 

integrated state of thinking and acting in 
like services in the United States. 

The analysis separates those uncontrolled 
economic and social determiners of differ- 
ence in the application of means tests from 
those that are due to ignorance and inatten- 
tion in construction and execution. It is a 
helpful analysis of conditions as actually 
found. 

In the application of means tests lie deep 
questions. What constitutes a family? 
What is a household? Is total income to 
be considered that of tke household? 
Should brothers and sisters be required to 
support their kin? Is self-support a prin- 
ciple so basic in the social order that spe- 
cial assistance should never be rendered to 
the full level of adequate support? Or 
should the ancient doctrine of less-eligibil- 
ity be abandoned in these modern days of 
increasing unemployment—inevitable result 
of the mechanization of industry? Out of 
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these queries wells sympathy for the ad- 
ministrator. 

It seems to the reviewer that the author 
in his description of the “stop-wage” or 
“less-eligibility rule” has given scant con- 
sideration to the long evolution of English 
law touching property and the family. 
However, this is a survey and not a foren- 
sic. The author sticks to modern economic 
and social conditions in the living and labor 
of the people, from which he derives the 
wholesome conclusion that increased eco- 
nomic security is the greatest demand of 
the age, and that inasmuch as a definite 
portion of the population cannot support 
itself even at a minimum standard of com- 
petence, social services must enter to fill 
the gap; finally, that the ultimate remedy 
lies not in meager rates of assistance but 
rather in relief that is sufficient to accom- 
plish its purpose. 

Rosert W KELso 

University of Michigan 


Agonovict, Carnot. Housing the Masses. 
Pp. xv, 291. New York: John Wiley & 
Sons, Inc., 1939. $3.50. 

Dr. Aronovici has written, taught, and 
practiced city planning and housing for 
over a quarter-century, and everyone in 
the movement knows and respects him for 
his rich human sense of social values and 
for his wide-ranging scholarship. Both 
these qualities are evident in his latest, 
handsomely got-up book, which “deals 
sweepingly with many aspects of housing, 
public and private. Yet it must be said 
that the book is not well put together: 
right feeling is not enough without careful 
organization or logical presentation. Thus, 
Dr. Aronovici explains in the Introduction 
his belief, “Take the people out of the 
slums and the slums will be cleared... .” 
Almost at the end of the book, in a chap- 
ter on “The Housing Survey and Housing 
Research,” he suddenly launches into an 
argument on this point directed at a pro- 
nouncement of the New York City Plan- 
ning Commission (p. 251). The average 
reader must, I think, find this sort of 
presentation disruptive. See similarly the 
discussion of the perversion of zoning in 
the chapter on “Urbanism and Housing” 
(p. 177) practically repeated from the chap- 
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ter on “The Law and Housing” (p. 149). 

As Dr. Aronovici does not define “Sur- 
vey” in his chapter on that subject, the 
treatment wanders from the British Ordi- 
nance Maps, the United States Census, and 
the Real Property Inventory, through 
Charles Booth and the Pittsburgh Survey, 
to that “most dramatic survey,” Upton 
Sinclair’s The Jungle. It is hard to say 
anything significant about social science 
methods which will apply to this range of 
data. Again, in a chapter on “The Law 
and Housing,” Dr. Aronovici turns aside to 
“raise [his] voice in protest” against a 
“dangerous trend in housing legislation, and 
in particular, in the planning of low-rental 
homes,” (p. 131)—two quite different 
things. It appears that in a certain public 
housing project, to cut costs, suggestions 
were made to eliminate doors to closets, to 
lower ceilings, and to reduce the size of 
rooms. This is characterized as stooping 
“to a recognition of standards lower than 
common decency dictates”! 

Because Dr. Aronovici feels free to raise 
his voice in protest on any subject at any 
point, it is hard to summarize the argument 
of the book. The chapter titles give him 
plenty of scope: eg., “Land,” “People,” 
“Money,’ “Home Ownership,” “The Law 
and Housing,” “Urbanism and Housing,” 
“Architecture and Housing.” 

Ordinarily, I have little patience with the 
reviewer who picks at faulty references: 
let him write the author a personal letter 
about them. But here it seems necessary 
to say that the lack of organization of the 
references parallels that of the text. “Wil- 
liam W. Odum” (p. 223); “Warren Tham- 
son and P. K. Whippleton,” “T. J. Whoof- 
ter” (p. 284); “Techwood Housing Project, 
a W. P. A. [P. W. A.] Enterprise” (p. 
202); “Carl Mackley Houses” (p. 130); 
“Chatam Village” (p. 129); “Henry Write” 
(p. 286); “Central Housing Committee of 
the Subcommittee on Research and Statis- 
tics of the United States Government” (p 
285)—it seems a pity that so sumptuously 
and tastefully printed a book, with such 
genuinely felt passion for social justice, 
should be marred by such looseness in 
presentation. 

CHARLES S. ASCHER 

Social Science Research Council 
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Burtey, Orin E. The Con-umers’ Co- 
operative as a Distributive zgency. Pp. 
xiv, 338. New York: McGrew-Hill Book 
Co., 1939. $3 00. 


Professor O. E. Burley of the Ohio State 
University presents a new book on The 
Consumers’ Cooperative as a Distributive 
Agency, in which he systematically juxta- 
poses prevalent ideas on the sudject of con- 
sumers’ trading. Characterist.c of a mass 
movement in its infancy, co-eperative de- 
velopment among consumers in the United 
States is both sporadic and transient. The 
task, therefore, of collecting -he data and 
presenting a readable account of the move- 
ment in its entirety represents an ambitious 
undertaking. 

An examination of the tabl2 of contents 
reveals a traditional organization and treat- 
ment of the subject. In the first three 
chapters of the book the euthor briefly 
sketches the historical devebpment, enu- 
merates the elemental principles, and re- 
views the legal bases of collective action. 
The next few chapters are devoted to a 
treatment of distributive methods, prob- 
lems, and trends in co-operacive merchan- 
dising as they relate to or effect manage- 
ment problems and membership relations. 
The book is a bit ponderous, and it lacks 
sparkle in those chapters which describe the 
functions of co-operative distribution. The 
author is at his best in the closing chapters, 
where he takes count of the costs involved 
in centralized purchasing and critically ap- 
praises and compares the co-2perative tech- 
nique with other systems as a means of at- 
taining certain economic ends. 

Some readers may get an impression that 
the legend of “Rochdale” kas almost be- 
come a fetish, considering the homage paid 
the name by successive writers on con- 
sumer co-operation. 

It is refreshing to note that Professor 
Burley is one of the few wricers who recog- 
nize a distinction in the principles between 
consumer and producer co-operation. His 
cardinal principles are with two exceptions 
the same as those outlined by the special 
investigational committee ef the Interna- 
tional Co-operative Alliance. The author 
has modified the principle o` “cash trading” 
by including the conditiomal phrase, “at 
market price.” Throughout the northern 
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European countries where co-operatives are 
firmly established, the consumers have quite 
generally abandoned the policy of charging 
prevailing prices. The reviewer fails to 
appreciate the significance of the secondary 
principle, “continuous co-operative expan- 
sion.” This particular concept does not 
distinguish the co-operative from the corpo- 
rate form of business organization. 

The book is both inclusive and objective 
in its treatment of the consumer co-opera- 
tive movement, and will be found suitable 
as a text as well as a good reference book 
by those offering courses in co-operative 
purchasing. 

Henry H. BAKKEN 

University of Wisconsin 


BruEHL, CHARLES P. The Pope's Plan for 
Social Reconstruction. P >. xxx, 356. 
New York: The Devin Adair Co., 1939. 
$3.00. 


When in 1939 Pius XI issued his now 
famous encyclical, Quadragesimo Anno, so 
called from the practice of entitling en- 
cyclicals and papal bulls from the intro- 
ductory words of their Latin versions, most 
assumed from the very title itseli that the 
encyclical was just another statement of 
the position of the Catholic Church on the 
problems of capital and labor. But this 
encyclical went further and offered to the 
world a plan for its social reconstruction 
through the medium of the Christian Cor- 
porate State. 

Professor Bruehl in this volume explains 
the teachings of the Catholic Church on the 
problems of capital and labor, and also ex- 
tensively discusses this papal plan for the 
reconstruction of society. His charac- 
terization of the Christian Corporate State 
as necessarily nonpolitical, autonomous, and 
social, effectively demarcates this new or- 
ganization of society from some forms of 
modern totalitarianism which assume the 
guise of corporative society. 

Besides discussing the nature, the legal 
aspects, the structure, and the evolution of 
the Christian Corporate State, the author 
treats at length the effects such a social 
structure would have on labor disputes, on 
unemployment, and particularly on the evil 
of proletarianism. There is, of course, no 
effort made by the author to blueprint the 
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details of this new structure. Wisely, he 
holds that experience will be the best guide 
in this important matter. 

For those who hold that one of the great 
problems of the day is the need we have 
for a synthesis of liberty and social disci- 
pline, this book will provide a leadership. 
Order and stability must be secured in our 
modern world, but not at the price of lib- 
erty. The old order seems doomed; Pro- 
fessor Bruehl convincingly argues that the 
best plan offered to guide us out of our 
chaos is the papal plan for social recon- 
struction through the ideals of the Christian 
Corporate State. 

BROTHER Justin, FSC. 

Manhattan College 


BAKER, Guapys. The County Agent. Pp. 
xxi, 226. Chicago: University of Chi- 
cago Press, 1939. $2.00. 

In this changing period involving many 
new agricultural programs, the duties of 
those employed by a combination of na- 
tional, state, and local agencies become 
rather interesting. The county agricultural 
agent is one occupying this position. In 
her dissertation on The County Agent, 
Gladys Baker not only fulfills the require- 
ments for her Doctor of Philosophy degree, 
but also gives an excellent picture of the 
trials and tribulations of the county agri- 
cultural agent’s work from its inception in 
1911, through to the New Deal period of 
“parity prices’ and “soil conservation.” 

. The duties of the agent have changed from 
one of better methods of production of 
the horse-and-buggy days to one of ad- 
justed production and benefit payments of 
the internal-combustion, streamlined period. 

The part that the agricultural agent has 

played during this changing period has been 

well brought out in the study. 

The author secured much of her informa- 
tion direct from the county agents in the 
field, and the influence of the agent’s work 
may have been overstazed in some cases 
For example, the 200 per cent increase in 
wheat acreage in one Iowa county during 
the World War was credited to the intense 
county campaigns, with no credit given to 
the influence exerted by 100 per cent in- 
crease in price. 

Mention is made of the challenge of the 
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new Federal agencies—Agricultural Adjust- 
ment Administration, Federal Security Ad- 
ministration, Soil Conservation Service, and 
so forth—that give more personal and di- 
rect services, and have funds to reward the 
farmers for following their advice. Some 
of them have disregarded the “leadership 
theory” of extension teaching and criticized 
county agricultural agents for their failure 
to reach the lower economic classes. The 
inference is that it is easier to persuade a 
man to do the right thing by Federal pay- 
ments than by education. 

The author feels that the county agent’s 
primary responsibility to local and state in- 
terests makes the present system inadap- 
table to administrative work in national ac- 
tion programs, except for a short emergency 
period, and that he conforms chiefly to lo- 
cal rather than state and national influences. 
Suggested change for the future is that the 
agent should place less emphasis on spe- 
cialized methods and processes of produc- 
tion and more on the larger economic and 
social objectives, with a larger and more 
objective national viewpoint, rather than 
the local, personal viewpoint of the prc- 
ducer. 

This change, suggested by the author, 
would mean placing the agent under na- 
tional rather than local control, and would 
strengthen Federal control in the states. It 
is doubtful if the local people will consent 
to this, for after all, they are the ones who 
pay the county agents, whether the checks 
come from national, state, or local agencies. 

The book is well written and should be 
of interest to agricultural workers, for it 
presents helpful historical data and many 
references. 

A. F. Vass 

University of Wyoming 


Works PROGRESS ADMINISTRATION. Trends 
an Size end Production of the Aggregate 
Farm Enterprise 1909-36 by Raymond 
G. Bressler, Jr., and John A. Hopkins, 
Trends in Employment in Agriculture 
1909-36 by Eldon E. Shaw and John A. 
Hopkins. Pp. xvi, 255; xvi, 163. Phila- 
delphia, 1938. 

These two reports contain a small slice 
of the encyclopedic W.P.A. Research Proj- 
ect on re-employment opportunities and re- 
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cent changes in industrial techniques, con- 
ducted since 1935 under the direction of 
David Weintraub and Irving Keplan. Both 
reports belong together. They try to arrive 
at quantitative measurements of the rela- 
tionships between the volume of agricul- 
tural production and the amo-mt of labor 
that has been employed in it. As their 
final aim, they try to supply quantitative 
arguments for a judgment on the future 
employment capacity of agriculture. 

In both investigations the country has 
been divided into “blocks of states repre- 
senting major type-of-farming areas.” The 
first study uses two sets of inċex numbers: 
one measures changes in the size of the “ag- 
gregate farm enterprise” for tke country as 
a whole and for each of the major farming 
areas; the other measures changes in the 
annual volume of physical production in 
each of these areas. Since indexes are 
weighted by the labor requirements per unit 
during the base period, they measure what 
agricultural employment would have been 
if the per-unit requirements had remained 
the same throughout the base period (1924— 
29). 

The concept of the “aggregate farm en- 
terprise” is a new statistical tool for meas- 
tring changes in the employment of labor 
on the farm. The crop enterprise is meas- 
ured in acres devoted to each crop, the 
livestock enterprise in number of heads of 
the most important type of animal in that 
enterprise (for hogs, eg., the number of 
sows). These units are multiplied by the 
hours of labor required per unit in the 
base period. The experiment to measure 
the various crops and livestock in one com- 
bined denominator is'a most interesting 
enterprise. This method follows the lead 
of the Danish calculation of the agricul- 
tural production of the country in barley 
equivalents, though the Danish example 
confines itself to the less controversial 
measurement of the physical output. 

The results of the first study show that 
in the eastern part of the country agri- 
culture has arrived at a stage where further 
growth becomes increasingly difficult. Each 
of the areas has made adjustments to 
changing economic conditions: the east by 
contraction, the west by expansion. Yet 
with the frontier being closed, further ad- 
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justment in the western areas will come 
mainly through intensification. 

The second study report makes available 
for the first time a year-by-year measure 
of the average number of persons who 
worked on farms during the period 1909- 
36. It arrives at striking data relating to 
the increased efficiency of labor in agri- 
culture. The output per person engaged 
in agriculture increased by 37 per cent be- 
tween 1909 and 1929. The index of pro- 
duction per person rose from 75 in 1909 
to 103 in 1929 (1924-29 = 100). An agri- 
cultural output that was 27 per cent greater 
in 1929 than twenty years earlier was pro- 
duced with 7.5 per cent fewer persons. 
After 1929, when industrial output began 
to fall off, the farm population began to 
back up on the land. 

“In 1936 the index of farm output was 
down again to 93 partly because of drought 
and partly as a result of the influence of 
the Agricultural Adjustment programs.” 
The report thus confirms the convictions 
of the leading agricultural economists that 
in the long run the employment capacity of 
agriculture will further decline by techno- 
logical progress. 

In spite of the considerable looseness of 
many of the underlying “guestimates,” both 
volumes impress the reviewer as a useful 
contribution to our factual knowledge about 
some of the global proportions and trends 
in the relationships between agriculture and 
the industries. 

KARL BRANDT 

Stanford University 


THompson, Epcar T. (Ed.). Race Rela- 
tions and the Race Problem. Pp. xv, 
338. Durham: Duke University Press, 

1939. $3.50. 

This book, issued by Duke University, 
emphasizes the fact that Southern white in- 
stitutions are beginning to become aware 
that their surrounding problem of race is 
a dignified and important subject of study. 
Led by the University of North Carolina, 
some attention is being paid in these insti- 
tutions to the Negro. 

The present symposium is contributed to 
by eleven writers, two of whom are colored, 
and about half of the whites are Northern- 
ers. It is a study of the American Negro 
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from the biological, economic, and psycho- 
logical points of view. Perhaps the psy- 
chological aspect is the newest and the 
most important, and is illustrated by Cope- 
land’s chapter on the Negro as a “Contrast 
Conception”; in Guy Johnson’s “Patterns 
of Race Conflict”; and in the study of 
American “Caste” by Warner and Davis. 
Robert Park has an interesting study of 
the general pattern of race relations in 
ancient and modern times and says that it 
is the “essence of race relations that they 
are the relations of strangers,” of people 
thrown together for various reasons who 
“have not been sufficiently knit together by 
intermarriage and interbreeding to consti- 
tute a single ethnic community”; but he 
believes that “race conflicts in the modern 
world, which is already or presently will 
be a single great society, will be more and 
more in the future confused with, and 
eventually superseded by, the conflicts of 
classes.” 

In the biological field, S. J. Holmes 
points out that the Negro has survived and 
improved his health status, but that the 
question of his further survival depends 
upon the increase of the Negro in country 
and city. In the Northern city, for eco- 
nomic reasons, he is not reproducing his 
numbers. In the Southern country districts 
he is surpassing the whites, but, again for 
economic reasons, he is rapidly leaving the 
country districts. 

Reuter and Vance discuss economic as- 
pects, the racial competition for jobs, the 
decline of the Black Belt. Reuter says: 
“The caste system in view of the relative 
capacities and incapacities of the Negroes 
and poor whites, tends to push the poor 
whites below the Negroes in the scale—to 
make of the Negroes a sort of intermediate 
caste between the levels of the white popu- 
lation.” 

The most interesting chapter is Chapter 
six by Copeland. The essence of racial 
antagonism is brought out here historically 
in an unusually illuminating way. It shows 
how the social ideology of the white South 
“has virtually created two sociological races 
—white and black—two natural groups 
which cannot be mixed. It makes of the 
opposition between them an irrevocable 
conflict.” Thus, the ideology “naturalizes” 
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the social order, giving “an ultimate sanc- 
tion to the relative status assumec by the 
races, and at the same time provides a 
basis for white-caste cohesion. In the proc- 
ess the Negro is posed as a counter-race, an 
inner enemy, the antithesis of white society. 
The name, the antonym of white, denotes 
a contrast conception.” 

Other chapters are of no great interest, 
nor do they bring much that is new. Charles 
Johnson continues to look for salvation in 
a division of the Negro into economic 
classes adhering to white capital and labor 
and thus obscuring caste; but he does not 
foretell where this class conflict is going 
to land us. 

W E. B. Du Bors 

Atlanta University 


FRAZIER, E. FRANKLIN. The Negro Family 
în the United States. Pp. xxxii, 686. 
Chicago: University of Chicago Press, 
1939. $4.00. 

Few studies have done as much ta illumi- 
nate the obscure processes of social change 
as this thoroughgoing treatment of the Ne- 
gro family in the United States. For some 
time, Dr. Frazier’s researches have con- 
tributed facts so pertinent and hypotheses 
so penetrating as to command the attention 
of all interested in the processes of family 
adjustment and change. His Negro Family 
in Chicago gave system to the greet mass 
of important fact and theory, accumulated 
through vears of laborious work and study, 
concerning the urban Negro family. In a 
comparable manner, the present book sys- 
tematizes the knowledge relating to the 
Negro family in the United States. Be- 
cause the author has combined a rare abil- 
ity for framing significant hypotheses with 
a willingness to put his propositions to 
thorough empirical tests, the study is a 
most important contribution to the litera- 
ture on the family. 

The chapter headings are unusually lucid 
statements of the nature and scope of the 
work. Part I, “In the House of the Mas- 
ter,” treats the evolution of the Negro fam- 
ily under slavery; “Forgotten Memories” 
shows how the Negro slaves were almost 
completely stripped of their African cul- 
tural heritage; “Human, All too Human” 
portrays the Negro under no restraints ex- 
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cept those of physical force on the part of 
the masters, and outlines the slow process 
by which new patterns of relationships were 
established, with the mother as “the most 
dependable and important figure in the 
family”; “Motherhood in Bondage” traces 
the development in some slave mothers of 
deep and permanent attachments for their 
children; and “Hagar and Her Children” 
describes the associations between white 
masters and slave women. These illicit re- 
lationships “spawned a nameless and un- 
loved half-white breed over the South,” 
because cases were not rare in which a fa- 
ther sold his own mulatto children. But 
more often these white fathers “became 
ensnared by their affections for their col- 
ored offspring” and gave rise to real, if 
without-the-law, family groups. 

Negro Americans met in emancipation 
another crisis that destroyed all their tradi- 
tional ways of thinking and acting. “In 
the House of the Mother,” Part II, the 
chapters “Broken Bonds” and “Unfettered 
Motherhood” show the demoralization in 
sex and family relations that accompanied 
freedom; while “The Matriarchate” and 
“The Guardian of the Generations” set 
Torth the slow, painful process by which the 
mother again became the center of a rela- 
tively stable family unit. 

Part IT, “In the House of the Father,” 
is not thoroughly consistent with the pre- 
ceding section. “The Downfall of the 
Matriarchate” contends that the adoption 
of sharecropping about 1870 placed the 
Negro man in a position of familial au- 
thority; “The Sons of the Free” is a sum- 
mary history of the free Negro in America; 
“Racial Islands” is concerned with the 
pockets of mixed blood throughout the Na- 
tion whose members form a caste inter- 
mediate between whites and Negroes; and 
“Black Puritans” describes the small group 
of upper-class Negroes who have served as 
custodians of the Negro’s contribution to 
civilization and culture. 

The recent flood-tide of Negro migration 
to northern cities again wrought havoc with 
the customary behavior patterns of the 
Negro. Folkways from a simple rural en- 
vironment were shattered in the complex 
urban world, and the Negro again was thor- 
oughly demoralized, Part IV, “In the City 
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of Destruction,” with chapters on “Rov- 
ing Men and Homeless Women,” “The 
Flight from Feudal America,” “Fathers on 
Leave,” “Outlawed Motherhood,” “Rebel- 
lious Youth,” and “Divorce: Scrip from the 
Law,” develops this theme of social dis- 
organization. 

But the author does not end on a pessi- 
mistic note. Part V is entitled “The City 
of Rebirth,” and sets forth hopes for the 
future of the old families and new classes 
—“The Brown Middle Class” and “The 
Black Proletariat”’—as they participate in 
the white world. The gains zo the Negro 
will be transmitted to the oncoming gen- 
erations through the family. 

The book overflows with dizgrams, maps, 
statistical tables, and case histories, but the 
relegation of many of these to the ap- 
pendixes aids the reader in securing con- 
tinuity of thought. In general, the author 
shows more adeptness in his use of case 
studies than in his use of statistical mate- 
rials. 

Although not entirely germane to the 
main theme of the study, tke analysis of 
the problems of the free Negro is sug- 
gestive. Dr. Frazier is one of the few 
scholars to reveal in print the severe set- 
back given to this class by the sudden 
emancipation of the slave hordes. 

T. Lenn SMITH 

Louisiana State University 


SMITH, WILLIAM CARLSON. Americans in 
the Making. Pp. xvii, 454. New York. 
D. Appleton-Century Co., 1939. $3.75. 


A large number of books have been writ- 
ten about the immigrant, and they have all 
been necessary for the writing of this book 
which takes the facts as they are available 
in vast quantity and tells what they mean. 
It is avowedly and successfully a sociologi- 
cal treatment in which the categories are 
made alive. While it could not have been 
written many years ago, because neither the 
concepts nor the data were so clear as at 
present, this is unquestionably the best 
book that has yet been written on the im- 
migrant. It is not statistical, but the great 
number of cases used for illustration of the 
social process furnish the facts. The book 
begins with the Causes of Immigration, the 
effect of Americanization im disorganiza- 
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tion and reorganization of the immigrant, 
and seven chapters on the process of as- 
similation. Then follows almost half of 
the book, which deals with the Second Gen- 
eration, now become the most important 
aspect of the immigrant problem. Here 
again we have a sociological treatment 
which is description, not exhortation. What 
are the difficulties of the children of immi- 
grants in their association with their pa- 
rents, with older Americans, with the an- 
cestral religion, with out-marriage? Much 
illustrative material from a wide variety of 
cases is given in answer. 

The book is well written, and even the 
numerous footnotes are interesting. One 
thing is made clear—Americanization is 
going on no matter what resistance may be 
offered to it. It is more rapid under some 
conditions than under others. If there is 
wisdom on the part of parents and the 
public, the wreckage is reduced. America 
has been changed by the immigrant just 
as inevitably as the immigrant has been 
changed by America. This makes America 
unique, because there is continually going 
on here an interaction of cultures such as 
has always gone on in the world, but, in 
history, so slowly that its laws could not 
be studied. The fact that every illustra- 
tion of types of contact that can be imag- 
ined is found in America because of the 
immigrant is the reason that sociology has 
had so much more attention in America 
than anywhere else in the world. 

This book is a valuable contribution to 
both sociology and the problems of our 
heterogeneous population. 

HERBERT A. MILLER 

Bryn Mawr College 


Waris, Witson D. Religion in Primitive 
Society. Pp. ix, 388. New York: F. S. 
Crofts & Co., 1939. $5.00. 

This is a substantial book crowded with 
matters of fact. It seems that the author 
has put together his notes from a wide 
reading, arranged them under separate 
headings, and had them printed. In two 
short introductory chapters he states that 
the supernatural is a primary and funda- 
mental element in religion; religious atti- 
tude is an emotional, ricualized, or rational- 


ized response to the supernatural. In the 
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followizg chapters he collects materials 
concerning sacred places, objects, trees, ani- 
mals, persons, and gods, and also regarding 
rites and other religious phenomena The 
two chapters on the afterlife seem to have 
interested him especially. The documenta- 
tion is very rich and there is some general 
reasoning, polemic against McDougall’s de- 
fense of the idea of the afterlife. 

Generally speaking, the author only pre- 
sents tke materials; he does not discuss 
the hypotheses which play such an out- 
standing part in the science of the religion 
of the primitive peoples. Totemism is 
barely mentioned, not expounded. The hy- 
pothesis proposed by Pater Schmidt with 
much learning that monotheism is the earli- 
est religion of mankind is not mentioned 
at all, although Pater Schmidt’s large work 
is quoted in the bibliography, but in the 
section cn afterlife. According to my opin- 
ion his Zypothesis is erroneous, and I men- 
tion this only in order to characterize the- 
book under review. Likewise, in the chap- 
ter whica treats of consecration, van Gen- 
nep’s book Les rites de passage is not found. 
It is some thirty years old, but from the 
point of view of principles it is important, 
eg., more important than the books of 
Goblet d'Alviella, which are not much read 
nowadays. My own small book on Primi- 
tive Religion (written in Swedish) is quoted 
in the sezond edition; a thoroughly revised 
third edizion appeared a few years ago. 

The ckapters on the status of women in 
religion end on the dependence of religion 
on environment and social and economical 
factors aze very brief. This is remarkable 
in a boot whose title is Religion in Primi- 
tive Society. In the last chapter the author 
emphasizes that the reactions of primitive 
man to phenomena deemed to be super- 
natural are emotional and based on fear, 
and that as these emotional elements are 
rationaliz2d, science tends to displace reli- 
gion. His views are perhaps a little over- 
simplified, but there are many good re- 
marks in this chapter. 

The author declines to deal with all im- 
portant phases of religion (p. 300), but 
certain omissions are to be noted. For 
example, in treating the oath he is intent 
chiefly or. the words, not on the accom- 
panying acts. He quotes from Homer only 
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the formulas, not the rites which are a very 
illuminating example of conditional magic. 
He has a chapter on priests, but mentions 
medicine men and sorcerers only inciden- 
tally. The latter are certainly the prede- 
cessors of the former. 

In regard to Greek religion the author 
seems not always to have used the best 
sources available. There are certain slips 
end misunders-andings. Thus (p. 104), the 
Roman custom of rekindling the fire every 
vear is ascribed to the Athenians, and the 
passage on p. 119 contains much uncertain 
matter. Sometimes the author seems to 
have compressed his notes too much. For 
custance, we read (p. 50): “The rowan tree 
was sacred among the Finns. Because of 
the redness of its berries it was called 
Thor’s tree, or Thor’s (Ukko’s) wife.” 
Thor is an old Scandinavian god, and the 
enlightened reader may perhaps guess that 
the Finns have taken over this (with many 
other matters) from the Scandinavians who 
also told a myth of Thor and the rowan tree 

The book is useful for everyone who 
wants a supply of materials. For the ideas 
underlying the facts and acts, he must turn 
to other books. Although these are hy- 
potheses and they are disputed and un- 
certain in many points, I venture to think 
that they are important for our understand- 
ing of primitive religion. 

Martin P. Nirsson 

University of Lund, Sweden 


AMERICAN MEDICAL ASSOCIATION, BUREAU 
oF MepicaL Economics. Factual Data 
on Medical Economics, pp. 67; Organ- 
ized Payments for Medical Services, pp. 
185. Chicago, 1939. 

The industrial revolution is just ripening 
its most potent fruit; it is giving to the 
masses of the world that little knowledge 
which is a Cangerous thing. Since medical 
science has accomplished so much that 
seems almost like magic, still more is de- 
manded; and failure to accomplish the 
impossible turns naive hope into resent- 
ment and suspicion. This phenomenon, 
coupled with an increasingly lively dissatis- 
faction with economic distribution, is, in 
the reviewer’s opinion, largely responsible 
for the recent urge to insure health by 
legislation. 
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The booklets here reviewed provide val- 
uable data. All the charts and tables of 
Booklet A merit study, but of especial in- 
terest to the reviewer were: Charts IJ, IM, 
and V, dealing with the question of physi- 
cians; Table 9 and Chart XTI, on hospitals; 
XVII and XVIII on diphtheria mortality 
(note, however, omission of smallpox sta- 
tistics); XXIV on maternal mortality ac- 
cording to race and area; XXVII on dura- 
tion of incapacitating illness under German 
sickness insurance; finally, XXIX, a 
graphic presentation of medical and eco- 
nomic relationships in general. 

Booklet B tells of some systems of in- 
surance and other organized payments that 
have been tried and are in operation. It 
also explains the official attitude of the 
American Medical Association toward the 
problems of medical economics. The 
reader may well ask, Why should physi- 
cians devise insurance schemes for their 
patients? The booklet does not give a 
direct answer, but one can infer that it 
might be as follows: Partly because the 
public is more and more willing, apparently, 
to accept the charity of free medical serv- 
ice, which becomes too heavy for individual 
physicians to bear (see pp. 28-29); and 
partly because, with the present rapidly ex- 
panding bureaucratic activities, the hand 
of the politician may be felt in medical 
practice unless some independent successful 
plan is offered first. This booklet dis- 
cusses various trial systems. Experiment, 
suspended judgment, evolution instead of 
revolution, is the keynote, and a very sound 
one in a field where even angels would fear 
to tread. It will be so much happier if 
others can be persuaded not to rush inl 
The reviewer suggests that all of the book- 
let be studied, but that after the Introduc- 
tion, Chapters VII, V, II, and I be read in 
that order, leaving III and IV last but not 
least. 

A careful study of the two booklets 
should make clear that the problem must 
be considered under two distinct heads— 
medical and economic. The principle of 
insurance is fundamentally sound and is 
an essential part of our civilization. But 
the relationship of patient and physician is 
inevitably an intimate and subtle one, in 
which the personalities of both interact to 
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help or hinder treatment; especially since 
50 per cent or more of general practice 
deals with “functional” conditions, i.e.. 
those in which the emotions play a crucial 
role. 

These booklets are not exhaustive, but 
are certainly an irreducible minimum for 
those who would understand some of the 
current agitation for changes in medical 
practice. They are recommended as source 
material. They can be obtained from the 
publishers. 

J. A. Konpwatz, M.D. 

Clifton Springs, N. Y. 


INTERNATIONAL LABOUR OFFICE. Economi- 
cal Administration of Health Insurance 
Benefits. Pp. vii, 332. Washington, 
1939. $1.75. 


For the United States, this is a particu- 
larly timely publication.’ It brings together 
and analyzes for the first time in any lan- 
guage a considerable body of materials and 
opinions on an important phase of one of 
the knottiest problems in social insurance 
administration: that of resolving the points 
of view and the interests of health insur- 
ance fund and health insurance doctor. In 
the broad view, they have a common task 
and a common objective. More imme- 
diately, the points of view, from the very 
nature of things, are bound often to be 
different. The standards of the insurance 
fund are essentially fiscal and (if the ad- 
ministrators are doing a good job) broadly 
social. The standards of the doctor are 
essentially professional and individualistic 
It is possible to make a paper case to show 
that in the last analysis there is, or should 
be, no conflict. It is 2 commonplace that 
conflict exists. 

The standards of the two groups clash 
most often and most sharply on the point 
of economy: that is, how “to secure the 
best results with the least expenditure.” 
The principle of economy is necessarily a 
relative one in several ways. The author 
of Part I of this report, Dr. Walter Pryll, 
who has had wide experience as an insur- 
ance practitioner and administrator, applies 
it to all the many ramifications produced 
by the diagnosis, cure, and prevention of 
disease, including diet, institutional care, 
and drug-prescribing, and to the certifica- 
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tion of insured persons for benefit. Major 
emphasis is on medical care as distinguished 
irom cash benefits. Just how far it is 
practicable for the individual health fund 
to extend application depends on such lim- 
iting factors as the type of fund, the 
administrative organization, the social and 
political characteristics and the scope of 
insured membership, the size of the fund, 
and many others. Again, the principle of 
economy is not an absolute, because of the 
nature of the insured risk. Modern medi- 
cal art assumes that “in very many cases 
correct treatment demands a study of the 
whole man . . . the disease itself, the per- 
sonality of the patient and his economic 
and social condition.” Just how far to go 
with this in the individual case naturally 
comes often to a question of the individual 
medical man’s opinion, particularly as the 
art of healing has lagged far behind the art 
of diagnosis. There is ample evidence that, 
given hearty co-operation by all interests, 
standards of economical administration in 
general are practicable. That is, it is pos- 
sible to achieve a working basis that will 
balance fairly in most cases the respective 
claims of doctor, fund, and patient; of 
short-term money-economy and of broad- 
range economy of all resources. 

Dr. Pryll inclines to the opinion that 
medical men have not recognized so clearly 
as they might their special obligations to 
persons insured for health benefits. He 
summarizes the points of view of insurance 
institutions and doctors, and in effect rests 
his argument for a less intransigent atti- 
tude on the part of the doctors on the 
special nature of the case. The doctor 
serving insured persons, he reminds them, 
has accepted the immense advantage of a 
practically assured clientele at an assured 
fee, and “he cannot well receive payment 
and say that the insurance scheme is no 
business of his.” More to the point, per- 
haps, economy is essential because, first, 
the nature of the insured group limits in- 
come; and second, it creates a risk that 
produces loss more often and more seri- 
ously, on the average, than in the case of 
persons with higher incomes. It is a sig- 
nificant commentary on the value of a 
sound social insurance scheme that “many 
insured persons . . . consider only the symp- 
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toms of their disease . . . and are therefore 
very liable to worry about their whole fu- 
ture. They demand from the insurance 
scheme very extensive assistance. ...” In- 
deed, Pryll believes that the whole process 
of evolution of modem health insurance 
from primitive systems of cash-only bene- 
fits (through benefits in kind, dependents’ 
benefits, and prevention programs) is an 
evidence cf the “dynamic force of the 
principle of economy.” One does not have 
to go this far to accept the importance of 
a health insurance scheme that truly con- 
serves the material and humen resources of 
a people. 

Part II gives an analysis of the pertinent 
laws and regulations in seven European 
countries, including Germany and Great 
Britain; Part II, an account of the work 
and recommendations of taree groups of 
experts. There is a brief bibliography. 

The materials in this report are largely 
medical, but they are presen-zed so that they 
are intelligible to insurance experts and 
laymen in general. Partly due to the sub- 
ject matter, no doubt, this is much better 
written than most International Labour Of- 
fice publications. 

C. A. Kure 

University of Pennsylvania 


MACLEAN, Joserg B. Life Insurance. 5th 
Ed. Pp. xii, 668. New York: McGraw- 
Hill Book Co., 1939. $4.00. 


There are not many American insurance 
books that have come out in five editions. 
The fact that this one has, proves the high 
quality ot the work. The new edition con- 
tains important changes; some parts have 
been completely rewritten, and a chapter 
on savings bank life insurance has been 
added. Therefore, it is still more to be 
recommended than before. However, be- 
cause it is certain that in the near future 
a sixth and even a seventh and an eighth 
edition will appear, it may be in the interest 
of the author and the readers to propose 
some mere alterations. First, bibliographi- 
cal notes should be added. It is not clear 
why hardly more than a dozen books and 
articles have been menticned. A detailed 
explanation of reinsurance, of the role of 
suicide (now covering only twenty-one 
lines), and of lapses (now covering only 
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twenty lines in the chapter on industrial 
insurance in contrast to seventeen pages on 
substandard lives and forty-one pages on 
disability clauses) would be welcome. It 
might promote the educational goal of the 
textbook if a comparison of voluntary, com- 
mercial, private life insurarce with com- 
pulsory, social, goverrmental insurance 
(old-age pensions under the Social Se- 
curity Act) were given. The very remark- 
able chapter on the history of life insur- 
ance creates the erronecus impression that 
life insurance originated not out of many 
and various sources, but exclusively out 
of marine insurance. It certainly would 
not depreciate American life insurance if 
the author would say a word or more on 
the development abroad and the influence 
of American and European insurance upon 
each other. Why not mention at least the 
leading persons in the science and the 
practice of hfe insurance? There are only 
to be found, besides the names of the 
founders of the author’s company, the 
following: Elizur Wright, M. M. Dawson, 
Armstrong, Brandeis, and Hughes. Fur- 
thermore, a discussion of the economic im- 
portance of life insurance, its adaptability 
to all needs and professions, the relation 
between the giant and other companies, a 
statistical statement in regard to the role 
of life insurance in the United States anc 
abroad, and so fortth, would constitute s 
welcome addition, especially because other 
literature is not menticned. 

In spite of such lack:ng matezial, without 
any doubt this is a fine book containing 
many classical explanations, as the organ- 
ization of companies (Ch. II), the reserve 
(Ch. VI), and the dividends (Ch. VIII), 
and remarkable observations, tor instance, 
the ‘remarks on the mistse of statistical 
data (p. 98) and on competitive conditions 
of companies (p. 137), which only an ex- 
perienced actuary like Maclean is able to 
deliver. 

ALFRED MANES 

Chicago 


Haynes, Fren E The American Prison 
System. Pp. vii, 377. New York: Mc- 
Graw-Hill Book Co, 1939. $400. 
Prisons have not only failed as a deter- 

rent against crime; they have also failed to 


262 


deter the establishment of more and bigger 
prisons. However, it is an exaggeration to 
say that we have learned nothing in the 
past century and a half during which im- 
prisonment has become a major method of 
punishment in this country. 

This volume, whose title might have 
more appropriately been American Prison 
Systems, depicts the recent trends in prison 
management and penal methods in the 
United States. A review of the contents 
indicates that matters are bad, but not en- 
tirely hopeless. 

The book is divided in fifteen chapters, 
among them: “Prison Architecture,” which 
contains a good historical survey of prison 
design and construction; and “Some New 
Types of Prisons,” a discussion of the new 
era in prison building. “A Community 
Prison” gives a full account of the Norfolk 
Colony experiment. In “Reformatories for 
Women,” “the most hopeful of our penal 
institutions,” the author reviews the prac- 
tices in operation through which education 
seems to be successfully replacing repres- 
sion. 

“Reformatories for Men” emphasizes 
how little the average reformatory differs 
from the typical prison in inmates, staff, 
plant, methods, and objectives. In sharp 
contrast are the new developments in con- 
structive correctional work as carried on at 
the two Federal reformatories at Chillicothe 
and El Reno, and in New Jersey, Missouri, 
and New York. In “Southern Penal Sys- 
tems,” the distinctive character of the 
South is reflected in the great prison farms 
and the state and county road camps 

“Penal Administration,” “Classification,” 
“Health and Medical Service,” and “Educa- 
tion” summarize the recent developments in 
those fields. In “Inmate Organization,” a 
widely misunderstood subject, the author 
properly includes a sketch of Thomas Mott 
Osborne’s pioneering work in this agency 
of prison administration. Likewise, an ac- 
count of the fine work of the Prison In- 
dustries Reorganization Administration en- 
hances the chapter on “Prison Labor.” In 
the concluding chapter, “Abolition of Prison 
System,” Professor Haynes “undertakes to 
show how the use of probation and parole 
and the use of farms and camps already are 
doing away with the cell-prison stereotype 
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which has been almost exclusively charac- 
teristic of American prisons ” 

Professor Haynes has brought together 
a mass o` information on prisons and penal 
methods in the United States. assembled 
from standard authorities. He has organ- 
ized this material to form an excellent, al- 
though not exhaustive, handbook on the 
subject. There are several instances where 
he might have brought his material for- 
ward from the first two or three years of 
this decade; this, however, does not mate- 
rially detract from its representative char- 
acter. This book is recommended for use 
by workers in the field and as a collateral 
text in related courses at universities and 
schools of social work, 

Jay Beck 

New York, N. Y. 


RuscHE, GEORG, and Orro KircHHEIMER. 
Punishment and Social Structure. Pp. 
xiv, 268. New York: Columbia Uni- 
versity Press, 1939. $3.00. 

There is no lack of books on the soci- 
ology of crime. This volume goes a dif- 
ferent way. It tries to show that specific 
methods o7 punishment are dependent upon 
specific developments of the whole eco- 
nomic prozess. It is eager to prove that 
changes in the interplay of productive 
forces tend to introduce or reject certain 
penalties. Penalties, the’authors assure us, 
are but parts and symptoms of the entire 
social or economic system. 

The weckness of such a “totalitarian” 
preconception is manifest. It is true that 
there are certain forms of punishment 
which seemingly have changed with the 
changing economic needs of society. The 
galley is a good example. The transporta- 
tion of criminals to Australia or America 
is another. And it is undeniable that the 
first timid steps in the evolution of confine- 
ment have somewhat coincided with the 
increased evaluation of labor. 

Was it, however, simply an economic 
source from which this change in the evalu- 
ation of human life and labor evolved? 
There have been times when even refugees 
were considered as assets, and this notion 
kad no economic basis but was merely a 
human response, as was hospitality in the 
early days of mankind. Rusche and Kirch- 
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heimer quote an author (page 31) who re- 
buked statesmen for clearing beggars out 
of the country, since all man power could 
be used by the state, and who even advo- 
cated the immigration of beggars. I think 
zhe period of enlightenment cannot be ex- 
plained by economic evolution alone, al- 
though specific economic theories and prac- 
tices were its outcome. It appears that the 
mentality of mankind undergoes mysterious 
fluctuations, and that these alterations find 
their projection in the political, social, eco- 
nomic, and penal fields. 

In spite of such objections I am very 
fond of the whole idea and of the way in 
which the authors have treated their sub- 
ject. It 1s most instructive to view the 
evolution of our penal systems from the 
angle of economic developments. The the- 
ory of this book does not give the whole 
truth, in my opinion, since the most com- 
plicated processes lie at the bottom of our 
penal reforms and regressions. This book, 
however, contributes a new and neglected 
element to our knowledge, and will be read 
with considerable benefit. 

Hans von HENTIG 

University of Colorado 


CLARK, Coun. A Critique of Russian Sta- 
tistics. Pp. 76. New York. The Mac- 
millan Co., 1939. $2.60. 


Taking 1913, the last prewar year, 1927- 
28, the last year before the first five-year 
plan, and 1934, the last year for which 
complete data were at hand, Clark has 
made an analysis of the changes which 
have taken place in real income per capita 
in Russia. Since prices in Russia are arbi- 
trarily fixed by the planning authorities, he 
has determined the actual quantities of 
goods and services produced in Russia in 
these years, and expressed their market 
value in relation to prices in Great Britain 
in 1934, considered the base year. He 
concludes that there was a per capita real 
income at 1934 sterling prices of £20.1 in 
1913, £18.8 in 1928, and £19.6 in 1934. In 
the final chapter he holds that the average 
per capita income rose by as much as 42 
per cent between 1934 and 1937. The chief 
reason for the small income under the 
Soviets has been the unprecedentedly rapid 
increase of population—25 per cent in a 
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decade. He makes the amazing statement 
that the Russian countryside is overpopu- 
lated, which is a backhanded way of saying 
that agricultural production is very low per 
capita, creating what he calls “disguised 
unemployment.” This naturally tends to 
bring down per capita income. 

The certainty with which the various 
component parts of national income are 
determined 1s apt to mystify one outside 
the statistical fraternity, but this book was 
not written for him. With what seems to 
be good reason, Clark revises various esti- 
mates and reaches his own figures. He 
maintains that “it is not permissible to 
accuse the Russian statisticians of delib- 
erate distortion of their figures in order to 
overstate the productive achievements of 
their country.” They did not, for example, 
fail to publish figures showing the decline 
of agricultural production between 1929 
and 1932. On the other hand, the years 
they choose for comparison and their index 
numbers are not always free from criti- 
cism. The value of this book would have 
been increased—at least to the nonstatisti- 
cal reader—if the author had made a brief 
summary of his conclusions. 

E. C. HELMREICH 

Bowdoin College 
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INTRODUCTION 


Tue articles comprised in this vol- 
ume discuss salient features of the pres- 
ent situation in Mexico. Attention is 
focused on the internal affairs of that 
country, and only one of the articles 
deals specifically with its foreign rela- 
tions. And yet one of the strongest im- 
pressions produced by the volume as a 
whole is a sense of the international sig- 
nificance of these domestic concerns; 
above all, their significance for the fu- 
ture development of inter-American re- 
lations. In this sense, it drives home 
the point, already borne in upon us by 
the European war, that no nation lives 
to itself alone, and that in this age of 
revolution domestic affairs tend increas- 
ingly to become foreign affairs. 

I shall not try to summarize the con- 
clusions that emerge from the following 
articles, for this is an introduction, not 
a concluding chapter. Each of our con- 
tributors has spoken for himself, and 
each of our readers will prefer to draw 
his own conclusions. I should like, 
however, to call the reader’s attention 
to three points of general interest in the 
volume. The first is that the diversity 
of criterion and method which marks all 
symposia, including this one, is a posi- 
tive virtue in the present case. The 
reader will note that this diversity ex- 
ists among the Mexican contributors 
and among the contributors in the 
United States as well as between the 
two groups. This may be regarded as 
a hopeful sign, since it indicates that 
opinions are not sharply divided along 
national lines. At the same time it is 
a sobering sign, for it illustrates not 
only the complexity of the subject but 
also the urgent need for a closer meet- 
ing of minds and wills if evan this one 
problem in inter-American relations is 
to be solved. 

The second point is that, in so far as 
the articles in this volume have a cen- 


tral theme, it is the clash between the 
rising tide of “economic nationalism” in 
Mexico and the entrenched (and, shall 
we add, embattled) interests of “eco- 
nomic imperialism” represented mainly 
by the United States and Great Britain. 

The third point is that, while this 
clash is occurring in many other semi- 
colonial countries, in the case of Mexico 
it has been due in large measure to his- 
torical, environmental, and social forces 
peculiar to that country. The unique- 
ness of the Mexican environment and 
experience is brought out in several of 
these articles. To be sure, the pattern 
of Mexico’s experience in the past cen- 
tury has been very similar to that of 
other semicolonial countries, especially 
in Latin America. Since the time of 
Diaz, however, and especially in the 
past few years, the Mexican pattern has 
diverged from the common pattern, 
mainly because Mexico has developed 
a distinctive method of attack on the 
common problem created by this for- 
eign economic penetration. 

Ts it likely that the two patterns will 
be merged again through tke adoption 
of Mexican methods by other Latin 
American countries? The belief that 
they will do so dismays many conserva- 
tives and delights many radicals both in ' 
this country and elsewhere; and both 
sectors see in this community of interest 
and method the possible basis for the 
development of a Latin American bloc 
that would, by definition, exclude the 
United States and emasculate inter- 
Americanism. 

The careful reader of the following 
pages will probably find reason to doubt 
whether these expectations are likely 
to be fulfilled in our time. At any rate, 
he will note that Mexico’s present 
modes of action have grown out of a 
cultural complex that is in many re- 
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that they are therefore not easily sus- 
ceptible of bodily transfer and imita- 
tion. He will also note that they repre- 
sent not a break with Mexico’s past but 
a fulfillment of it, and he may conclude 
that they are therefore not likely to be 
greatly altered in the predictable future. 
Whatever regime may succeed the pres- 
ent one, it should be remembered that 
the Mexican society and economy por- 
trayed in the following pages have their 
roots in the races, the soil, and the sub- 
soil of Mexico; and neither ballots nor 
bullets will change these overnight. 

If a hackneyed phrase is ever par- 
donable, one may be pardoned for say- 
ing of Mexico, “Plus ¢a change, plus 
cest la même chose.” ‘That is why, in 
focusing this volume on the Mexico of 
today, we have encouraged many of our 
contributors to discuss the Mexico of 
yesterday; and that is also why the vol- 
ume may be of some use to those who 
wish to forecast the Mexico of tomor- 
row. 

While Mexico has been the focus of 
much discussion regarding various as- 
pects of inter-American relations, we 
believe this is the only work that de- 
scribes the contemporary Mexican scene 
in such a way as to illuminate a ques- 
tion that the advocates of inter-Ameri- 
can solidarity must answer. This ques- 
tion is, how does Mexico fit into that 
scheme? The present volume does not 
provide the answer, for it was quite 
enough of an undertaking merely to 
describe Mexico itself; but it does pro- 
vide important information and sugges- 
tions for the inquiry. 

Such an inquiry is certainly needed, 
for a good deal of the inter-American 
discussion now going on is compoundec 
of loose talk and vague yearning, and 
shows a failure to appreciate the em- 
barrassingly rich diversity of Latin 
America, of which Mexico is a con- 
spicuous illustration. A women’s peri- 
odical, enjoying a large circulation, ded- 


icated a recent number to the Americas, 
and this number is featured by lavish 
illustrations showing certain aristocratic 
ladies of certain South American coun- 
tries riding thoroughbred horses over 
the broad acres of their country estates, 
or surrounded by the magnificence of 
their city mansions, or posing for close- 
ups in frilly masterpieces by a noted 
New York couturier. The total effect 
of this inter-American salute is to play 
up manifestations of the very forces in 
Latin American life which, as the fol- 
lowing articles show, the present regime 
in Mexico is trying to eradicate within 
its own borders, namely, privilege, mo- 
nopoly, and what our own Thorstein 
Veblen called conspicuous waste. 

Whether the Mexicans are right need 
not be discussed here; but if our ladies’ 
magazine is read in Mexico, it will de- 
feat its own professed purpose of pro- 
moting good understanding between the 
Americas. That its profession was 
doubtless quite sincere only emphasizes 
the need for clear thinking about inter- 
Amerizan solidarity and Mexico’s rela- 
tion to it. 

The truth is that Mexico is a hard 
nut for inter-Americanists to crack. 
Quite aside from its own inner diver- 
sity, tae ideals and practices of its pres- 
ent regime differ so greatly from those 
prevalent in the United States and in 
many South American countries that a 
common basis for “hemispheric” under- 
standing is not easy to discover. Many 
people are inclined to get around the 
difficutty by ignoring the nut; and 
often, when I present it to friends of 
mine in the upper income brackets who 
think inter-American solidarity is a fine 
idea, they simply snort, “Oh, well! 
Mexico! What else could you expect? 
But Mexico’s in a class by itself—thank 
God!” 

Mexico is, indeed, in a class by itself, 
as several of the articles in this volume 
show; but it is an essential link in the 
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inter-American chain, if only because it 
is the third largest of the Latin Ameri- 
can countries in area, the second largest 
in population, and the only one that is 
contiguous to the United States. Nor 
should it be forgotten that, generally 
speaking, the rest of those countries 
judge our professions toward Latin 
America as a whole by our practice in 
the case of Mexico. Even when they 
do not like what Mexico is doing, they 
seldom relish an expression of our dis- 
pleasure at it. The reasons for this are 
partly historical, for our nineteenth- 
century expansion at the expense of 
Mexico and our twentieth-century in- 
terventions in it go far to explain the 
fear of “Yankee imperialism” that was 
only yesterday so widespread in Latin 
America and is not yet completely al- 
layed. 

In short, if inter-Americanism is to 
rest upon a union of consent and is not 
to be a mere projection of our own na- 
tional image imposed upon our southern 
neighbors, we must reach an agreement, 
spiritual as well as economic and politi- 
cal, with Mexico. This does not mean 
that either side must capitulate, but it 
does mean that both sides must make 
concessions and adjustments. Whether 
this will require material sacrifices that 
both sides can afford and are willing to 
make, remains to be seen; but there 
can be no question that it will require 
a considerable effort of will and imagi- 
nation, based upon mutual understand- 
ing. 

The modest purpose of the present 
volume is to contribute to this under- 
standing. To this end, contributors 
were chosen from both countries, al- 
though in each case the contributor was 
chosen not because of his nationality 
but because of his special qualifications 
for the task in hand. As for the plan 


of the volume, various alternatives were 
considered, and the plan finally adopted 
was drawn up after consultation with a 
number of specialists in the field. It 
provided for two articles which, to our 
great regret, we were unable to obtain. 
One of these was to have dealt with the 
political function of the army in Mex- 
ico, and the other with the new six-year 
plan. In the former case the deficiency 
is to some extent supplied by other 
articles in the volume. 

I am indebted to Mr. Norman B. 
Sacks of the University of Pennsylvania 
for translating the articles by Sr. Men- 
dieta y Núñez and Sr. Sanchez Mejo- 
rada; to Mr. Charles Berguido of Phila- 
delphia for translating the article by Sr. 
Bach; and to Mr. Layton B. Register 
of the University of Pennsylvania Law 
School for translating the article by Sr. 
Almardz. Iam responsible for the trans- 
lation of the articles by Sr. Gamio, Sr. 
Toussaint, and Sr. Lombardo Toledano. 

I wish to acknowledge my indebted- 
ness to the following for valuable aid in 
the preparation of this volume: Dr. 
Manuel Gamio, of Mexico City; Pro- 
fessors Charles H. Hackett and J. Lloyd 
Mecham, of the University of Texas; 
Professor Clarence H. Haring, of Har- 
vard University; Professor Chester 
Lloyd Jones, of the University of Wis- 
consin; Dr. William O. Scroggs, of the 
Council on Foreign Relations, New 
York City; and Professor Frank Tan- 
nenbaum, of Columbia University. I 
am particularly indebted to Dr. Gamio 
for his invaluable co-operation in con- 
nection with the articles by our Mexi- 
can contributors. And finally, I wish 
to thank our contributors for the gen- 
erous donation of their services and for 
the excellent articles they have given 
us. 

ARTHUR P. WHITAKER 


Geographic and Social Handicaps 
By MANUEL GAMIO 


O DESCRIBE the development of 

the Mexican people authoritatively 
is difficult, especially if the problem is 
considered in relation to the geographi- 
cal conditions under which they live. 
The scientific knowledge of the subject 
brought to light by the few and spo- 
radic investigations of it that have so 
far been made is scanty and for the 
most part narrow in scope, since it is 
confined to a few of the many aspects 
of Mexican social development. 

The deficiency of knowledge of this 
subject can be explained to some extent 
if one remembers how complex is the 
social structure of Mexico, how excep- 
tionally adverse have been the condi- 
tions under which it has developed, and 
how extremely diverse are the regions 
that compose the national territory. 
Consequently, our knowledge both of 
the facts and also of the interrelations 
between them is fragmentary and in- 
complete. Correct generalizations are 
impossible, and what follows should be 
considered merely as an exploratory 
and provisional interpretation. 

The reader will also note that the 
following pages are devoted not so 
much to the twice-told tale of the vir- 
tues of the Mexican people and the 
natural wealth of their country, as to 
pointing out the main geographical and 
social factors that have retarded their 
development. This task, far from be- 
ing pessimistic, is in a very real sense 
constructive, since it permits one to ap- 
preciate at their true value the efforts 
and the sacrifices the Mexican people 
have made and are making to improve 
their conditions of life. It will also 
puncture the legend of the lazy Mexi- 
can who leans against a horn of plenty 
but will not even take the trouble to 
stretch out his hand for its fruits. We 


shall also make some contribution to- 
wards converting the heedless and ill- 
informed attitude of incorrigible op- 
timists into one of careful attention to 
some of the most diffictlt cf Mexico’s 
national problems. 


THE GEOGRAPHIC SETTING 


In all the regions of the world that 
lie between the parallels 14° 30 and 
32° 42’, there is perhaps no other coun- 
try that enjoys so privileged a geo- 
graphical location as does Mexico. If 
the social and economic progress of its 
people is real and sustaired, if the 
needs and aspirations oł the Mexicans 
and the people of the United States are 
made to complement each other har- 
moniously and on an =nduring basis, 
and if some day an interoceanic canal 
is built across the Isthmus of Tehuante- 
pec or really cheap and rapid Jand 
transport is established there, this re- 
public will become the most important 
highway of world commerce, the meet- 
ing place of great currents of race, cul- 
ture, and wealth, and a huge factory 
which will work up the raw materials 
of half a continent. 

Unfortunately this imposing prospect 
of what Mexico may become is con- 
fronted by a menacing question. Dur- 
ing their colonial subjection the Mexi- 
can people had to contribute their 
energy and wealth to Spain. When 
they won their independence they 
thought they had freed themselves for- 
ever from foreign infuence and ex- 
ploitation; but they ceme to see that 
their new international situation was 
even more difficult and dangerous than 
before. Dependence tpon Spain was 
ended forever, since it was out of the 
question for that nation to regain 
enough strength to make re-conquests 
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on this side of the Atlantic. On the 
other hand, the relations, contacts, and 
struggles between recently liberated 
Mexico and the United States were des- 
tined to last as long as the two coun- 
tries were next-door neighbors—that is, 
forever. 


The United States as a neighbor 


There was the sharpest contrast be- 
tween these two peoples. On the one 
hand, the people of the United States 
were rich, powerful, and socially homo- 
geneous. Except for the isolated mi- 
norities of Indians and Negroes, the 
great majority of the people belonged 
to the same type of civilization, the 
Western, and the same race, the Cau- 
casian. Their population grew rapidly 
through heavy immigration and natural 
increase, and as they expanded they 
gravitated towards the south, the south- 
west, and the west. On the other hand, 
the Mexican people inhabited an enor- 
mous and thinly settled region. Ra- 
cially they were extremely heterogene- 
ous, for, while the majority of them 
were Indians in race, language, and cul- 
ture, there was a large minority of 
mestizos (mixed Indian and white) who 
were culturally Indian, and there was 
also a very small number of whites of 
European origin whose culture was 
Western. Consequently, the thoughts, 
needs, and aspirations of these groups 
were divergent, with the result that the 
establishment of independence ushered 
in an almost uninterrupted series of 
revolutions in which were sought a bet- 
ter adjustment between these social 
groups and, above all, the establishment 
of a better distribution of wealth. All 
this resulted in the development of a 
poor, weak, divided nation. 

After a quarter of a century of inde- 
pendent existence next door to such a 
neighbor as the United States, which 
was totally different in its historical 
background, race, culture, language, in- 


clinations, and material power, the con- 
sequence for Mexico was the loss oi 
more than half its territory, which was 
annexed by the United States. Since 
then, Mexico has not suffered any fur- 
ther loss of territory, for whether rela- 
tions between the two countries have 
been cordial or strained, no situation 
has arisen which has not been suscep- 
tible of peaceful settlement on the basis 
of complete mutual understanding and 
agreement. The risks to which Ameri- 
can investments in Mexico are exposed 
have frequently threatened to give rise 
to greve international incidents; but in 
recent years the friendly and intelligent 
pan-American policy of the Good 
Neighbor pursued by the Roosevelt ad- 
ministration gives reason to hope that 
contrcversies of this kind will no longer 
lead to international ill feeling and 
much less to armed conflict, as they did 
somewhat less than a century ago. 

In happy contrast, geographical prox- 
imity to the United States has brought 
Mexico the following important advan- 
tages, especially since better means of 
communication were established be- 
tween the two countries. A great deal 
of scientific and technical knowledge 
of many kinds has been imported into 
Mexico either by Mexican students at 
American universities or by American 
scholars and professional and business 
men who have come to Mexico either to 
give instruction and carry on scientific 
investigation or merely to develop busi- 
ness enterprises which had educational 
significance. Millions of Mexican la- 
borers have suffered great hardships in 
emigrating to the United States; and 
yet they have found that country a free 
university in which they have learned 
how to raise their standard of living 
considerably, to increase the small and 
rudimentary store of agricultural and 
industrial techniques that they pos- 
sessed before they left Mexico, and to 
learn much else that they had not 
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known before. The large investments 
of American capital that have been 
made in good faith and with respect 
for the laws of Mexico have contributed 
effectively to stimulate and hasten the 
progress of the country. Finally, a 
very important result of Mexico’s geo- 
graphical proximity to the United 
States is the influence exercised by the 
latter in the genesis of the revolution 
that began in Mexico in 1910. 


Central and South American neighbors 


Central America and Mexico not only 
are neighbors but they also form a geo- 
graphic and social entity, whereas Mex- 
ico’s South American kinsmen are so- 
cially isolated as well as geographically 
remote from it. To prove this assertion 
we need only compare the relatively 
large number of Central Americans liv- 
ing in Mexico and Mexicans living in 
Central America with the extremely 
small number of South Americans liv- 
ing in Mexico and vice versa. This 
isolation is due not only to geographical 
remoteness and the lack of cheap and 

means of communication but 
mainly to the following causes: 

1. Generally speaking, except for Ar- 
gentina, Uruguay, and Chile, we and 
the other Latin American? countries 


1 The following note on the meaning of the 
terms “Latin America,” “Hispanic America,” 
and others, which was drawn up by Dr. 
Gamio will be useful to the reader, especially 
in view of the fact that even among specialists 
there is some diversity m the use of these 
terms: 

“The term ‘Hispanic America’ properly de- 
notes countries such as Argentina and Uru- 
guay, whose population is very largely of 
Spanish origin and in which the Indian ele- 
ment was never large and has today virtually 
disappeared Brazil cannot be considered a 
Hispanic American country, if only because 
its white population is mainly of Portuguese 
descent. Many countries south of the Rio 
Grande may be called ‘Ibero-American’ be- 
cause both Portugal and Spain are Iberian 
countries and this term therefore includes both’ 
Brazil and also the eighteen Spanish Ameri- 


produce and export the same or similar 
raw materials and agricultural prod- 
ucts, with the result that we cannot con- 
sume one another’s products, but, dn 
the contrary, compete with one another 
in the markets of Europe and the 
United States. 

2. The volume of production in our 
few and rudimentary manufacturing 
establishments is, generally speaking, so 
small that we not only have no surplus 
available for export, but are unable to 
satisfy even the very modest demands 
of our own people, who are obliged to 
import products and manufactured arti- 
cles from Europe, North America, and 
Asia. 

3. In all the other Latin American 
countries, labor is generally cheap. 
Consequently, there has been no im- 
portant emigration to them from Mex- 
ico, as there has been, for example, to 
the United States, to which very large 
numbers of Mexican laborers have peri- 
odically gone in search of higher wages. 
How, then, could impcrtant material 
contacts develop between the people of 
Mexico and those of South America, 
when normally no commercial inter- 
change exists to create, promote, and 
sustain them? 

On the other hand, so numerous are 
the historical, racial, cultural, and spir- 
itual bonds between Mexicans, Central 





can countries (Mexico, Guatemala, Peru, etc.). 
Again, the term ‘Indo-Iberian’ can be prop- 
erly applied to several of these countries, such 
as Mexico, Guatemala, and Peru, because their 
present population is of both Iberian and In- 
dian origin. Finally, in some countries a part 
of the population is of African origin: thus, 
Hain is Negro and French; Cuba, Negro and 
Spanish, Brazil, Negro, Pcrtuguese, and In- 
dian. 

“In view of this diversity, it is advisable to 
use the term ‘Latin America’ to designate the 
whole region, This term is consecrated by 
usage and, precisely because it has no exact 
significance, it can be used to include all of 
the highly diversified countries mentioned 


above.” 
e 
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Americans, and South Americans that 
in a more or less distant future they will 
probably form a great confederation 
which will share the American conti- 
nents with the union already estab- 
lished by the Anglo-Saxon peoples of 
North America. 


GEOGRAPHIC HANDICAPS 


Geographical and social conditions in 
Mexico and the other Indo-Iberian ? 
countries have been less favorable to 
humen development than those in other 
American nations, such as the United 
States and Argentina. This is shown 
partly by a comparison between the 
slow growth of population and the small 
volume of immigration in the former 
group of countries with the great in- 
crease in population and the very large 
immigration in the latter. 

Confining our attention to Mexico, 
we see that if its territory had been 
habitable and agriculturally productive 
in proportion to its great extent (which 
is nearly two million square kilome- 
ters), its population would have been 
many times larger and much better de- 
veloped than it is today, when it num- 
bers nearly twenty million. 


Adverse terrain 


The geographical factor which has 
proved a fundamental obstacle to social 
development and from which are de- 
rived the other factors that have af- 
fected it adversely, consists in the very 
rough and highly diversified character 
of the Mexican terrain. Mountains, 
cliffs, and gorges—that is to say, rugged 
land—constitute probably more than 
half the total area of the country, and 
in these regions farming and even the 
exploitation of raw materials is very 
difficult if not impossible. This topog- 
raphy has made it difficult to communi- 


cate and to carry on commercial and ` 


other kinds of interchange between the 


2 See note 1. 
e 


several regions of Mexico, many of 
which still remain in the same isolated 
situation in which they wére centuries 
ago. The railroads and highways built 
in ‘tke last seventy-five years have im- 
provec the situation somewhat, but it 
has been impossible to provide all that 
were reeded, because the cost of con- 
struction in such rugged terrain is very 
great in view of the limitations of the 
nationel budget. The disadvantages 
described above would have been com- 
pensated if the upheavals of remote 
geologizal epochs had raised the peaks 
of the mountains and volcanoes to a 
still gr2ater elevation, for in that case 
many cf them would be sufficiently cov- 
ered with perpetual snow to form high, 
plentiful, and constant sources of irri- 
gation; whereas actually these occur 
only or the Pico de Orizaba, Popocate- 
petl, end Iztaccihuatl. 

These differences in altitude, com- 
bined vith differences in latitude,‘ tem- 
perature, hydrography, rainfall, and 
geological, mineralogical, and other fac- 
tors, have helped to form many distinct 
climatic regions, different types of plant 
and aninal life, and different biological 
characteristics in the inhabitants, espe- 
cially in the Indians who have lived for 
thousands of years in this multiform 
environment. 

In this synthetic article we cannot 
analyze and discuss in detail all the geo- 
graphical factors which, taken together, 
indicate and explain the relative habita- 
bility and productivity of the soil. So, 
in the interest of brevity and clarity, we 
shall take as one of the most significant 
of these factors, that of the regional 
flora or vegetation—although we realize 
that in doing so we depart from estab- 
lished conventions and shall become in- 
volved ir inevitable errors. 


Tropical area 


Generzlly speaking, the territory of 
Mexico consists of two grand divisions. 
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In one of these the vegetation is tropi- 
cal, and in the other it is nontropical. 
The regions in the first division cover 
an area much larger than is generally 
ascribed to the so-called hot country 
(tierras calientes), for they include all 
the coasts and slopes on which the vege- 
tation is exclusively characteristic of 
a tropical climate, whether the plants 
are indigenous to Mexico or not. Since 
a long list of scientific terms would be 
out of place here, we shall give only the 
common names of a few of the most 
representative and best-known types 
of such vegetation, namely: banana, 
mango, coffee, cacao, rubber, chewing- 
gum tree, vanilla, coconut tree, and 
mahogany. 

These regions generally present a 
sharp contrast between the potential 
and the actual. They are the richest 
and most fertile in the Republic, and 
they ought not only to satisfy domestic 
needs but also to provide a large sur- 
plus for export; and yet for various 
reasons—mainly for reasons of health— 
their actual production is small, Liv- 
ing conditions in them are poor, and 
extraordinary energy and persistence 
are required to achieve what would be 
merely a normal program of work else- 
where. Human life is constantly men- 
aced by tropical diseases such as ma- 
laria, which is endemic and widespread, 
and the states of physiological debility 
that result from it; the frequent amoe- 
bic dysentery, and the terrible oncho- 
cercosis,? which is becoming increas- 
ingly common in southern Mexico. 
These adverse conditions, together with 
the high temperature and in some cases 
extreme humidity, have kept the den- 
sity of population at a very low point, 
especially the population that is non- 


8 Onchocercosis appears in different forms. 
In Guatemala (which adjoins the part of 
Mexico mentioned in the text) it takes a form 
which is locally called “coast erysipelas ”—Ep- 
ITOR. 


Indian, which has not become adapted 
to the environment, and consequently 
has not developed the Indian’s relative 
immunity to some of these diseases. 


Nontropical area 


In the region of nontropical vegeta- 
tion the most characteristic plants are 
wheat, oats, barley, alialfa, vines, and 
such trees as the apple, walnut, peach, 
and pear. The bulk of the population 
of Mexico has been concentrated in this 
region from remotest antiquity, for here 
the diseases mentioned above are either 
unknown or else they are far less wide- 
spread and malignant. The climate is 
agreeable and much more salubrious, 
and labor is more efficient. ` Conse- 
quently living conditiors and conditions 
affecting agricultural >rocuctivity are 
superior to those prevailing in the tropi- 
cal regions. Absolutely, however, this 
productivity is very limited if one con- 
siders the great extent of this nontropi- 
cal region. This apparent paradox is 
due to the following causes: 

1. The water supply is very deficient, 
since the rivers and springs in this re- 
gion are few and yield only a small vol- 
ume of water. In fact, in the whole 
area of the Republic, which is about 
200 million hectares, the cultivated land 
under irrigation amounted in 1930 to 
about 3 million hectares, or 1.5 per cent 
of the total. Since that date, artificial 
irrigation has made only an insignifi- 
cant increase in the proportion. More- 
over, most of the sources of irrigation, 
including the most im>ortant ones, are 
in the tropical region, and it is prob- 
able that in the nontropical region the 
area of lands under irrigation does not 
amount to as much as 0.5 per cent of 
the total under cultivation. 

2. Next we must consider the dry- 
farming region (tierras ce temporal). 
Here the success or failure of the crops 
depends exclusively upon the abun- 


„dance or scarcity of rain and upon 
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whether or not it comes at the right 
time. Under these conditions the rain- 
fall is hardly adequate, as is shown by 
the following data, which may be re- 
garded as typical of both of the two 
great regions or divisions that we have 
been discussing: In a rather restricted 
zone lying between the coast of the Gulf 
of Mexico and the southern slopes, the 
annual rainfall is exceptionally heavy, 
reaching 70 inches or more. It is much 
less abundant in the southern Mesa, 
where it varies from 20 to 40 inches. 
It is relatively light (from 20 to 30 
inches) in the Mesa Central, which has 
always been the principal food-produc- 
ing region of Mexico. Finally, in the 
great Mesa del Norte and a consider- 
able part of the Pacific coast area, the 
annual rainfall does not reach 20 inches, 
and sometimes there are long cycles of 
drought unbroken even by a shower. 

The total area of the dry-farming re- 
gion, including both the tropical and 
nontropical divisions, amounts to 11.5 
million hectares, or 5.75 per cent of all 
the Jand in Mexico. 

To sum up, the Mexican people live 
mainly upon agricultural products which 
they can obtain only from the 14.5 mil- 
lion hectares contained in the irrigated 
lands and dry-farming lands described 
above; and living conditions and pro- 
ductivity in these are subject to the 
uncertainties and disadvantages of a 
biological, climatic, topographic, and 
hydrographic character already men- 
tioned. If we agree that the census to 
be taken in 1940 will show a popula- 
tion of nearly twenty million, as it 
probably will, each inhabitant of Mex- 
ico would theoretically be entitled to 
the agricultural production of seven- 
tenths of a hectare (less than two acres) 
of these lands—such as they are. 


SoctaL HANDICAPS 


The abnormality of the Mexican pop- 
ulation remarked upon above consists 


in the fact that the number of its in- 
habitants has been very small at every 
stage of its development, as is shown in 
Table 1, although its birth rate (43 per 
1000) is exceptionally high. 


TABLE 1 
Year Fopulation 
1794 4,483,569 
1824 6,500,000 
1854 7,853,395 
1874 9,343,470 
1900 13,545,462 
1936 78,852,086 


On the other hand, tke population of 
Argentina grew from about 500,000 in 
1818 to nearly 2,000,000 in 1870, 
8,000,000 in 1914, and 12,500,000 in 
1936; and that of the continental 
United States grew from $,600,000 in 
1820 to 38,500,000 in 1870 and 130,- 
000,000 in 1937. In otaer words, since 
the establishment of Latin American 
independence (about 1820), the popu- 
lation has increased in the ratio of 25 
to 1 in Argentina, 13.5 to 1 in the 
United States, and only 3 to 1 in Mex- 
ico. 

The fundamental cause of the slow 
growth of population in Mexico has 
been the physical underdevelopment of 
the people. We showed above that un- 
favorable geographical conditions have 
made the volume of egricultural pro- 
duction inadequate to meet the needs 
of the people. Now we shall inquire 
into the low quality from which their 
diet has always suffered. 

From the earliest times to our own 
day, the diet of the bulk of the Mexi- 
can people has consisted basically of 
maize and chile, which lack certain im- 
portant proteins, fats, and vitamins 
which are indispensable for the normal 
functioning of the human organism. 
This, together with the diseases men- 
tioned above and the economic and cul- 
tural factors to be discussed below, is 
responsible for the fact that Mexico 
jas the highest death rate in the world. 
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Finally, add the fact that this country 
has never attracted many immigrants, 
and one can easily understand why the 
population of Mexico is so small not- 
withstanding the great extent of its 
territory. 


The race problem 


We have frequently remarked on 
other occasions that excessive impor- 
tance has been attached to Mexico’s 
race problem and particularly to the 
question of mixed race (mestizaje). 
We agree that from the point of view 
of physical anthropology it would be 
well to continue investigations to deter- 
mine what biological characteristics of 
the Indians, of those of mixed race, and 
of the whites are strictly racial or eth- 
nic, so that we may then be able to 
classify them in typical groups accord- 
ing to their resemblances and differ- 
ences. We have said “continue investi- 
gations,” because neither in Mexico nor 
anywhere else has anyone yet succeeded 
in identifying and defining an ethnic 
group in scientific terms that permit us 
to state categorically what individuals 
belong to a so-called pure race. Still 
less are we able to state the proportions 
in which the racial characteristics of 
their ancestors are transmitted to per- 
sons of mixed race. Consequently we 
do not know, and we need not take the 
trouble to learn, which are the Indians 
and which the mixed breeds in Mexico, 
or how numerous they are; and as for 
the whites, all that can be said of them 
is that they are those who are known to 
be of exclusively foreign origin. 

The race prejudice that causes dan- 
gerous conflicts in other countries does 
not exist in Mexico, where all careers 
are open to the Indians and the mes- 
tizos. We believe, therefore, that in 
studying the problem of race we ought 
first and foremost to consider its sig- 
nificance from an exclusively biological 
point of view. The Indian has been 


3 


adapted to his environment by the proc- 
ess of ratural selection over a period of 
thousands of years. He has thereby 
developed organic defenses, among 
which is his relative immunity to cer- 
tain diseases—an immunity not enjoyed 
by foreigners and least of all by those 
who have recently arrived. Accord- 
ingly, the advantage of the crossing of 
‘whites and Indians consists in the fact 
chat the mestizo offspring inherits, at 
-east in part, the biological defenses of 
the Indian parent. In short, such eth- 
nic-biological differences as may exist 
between the constituent elements of the 
Mexican people are only a minor factor 
in their development, but will always 
continue to exist in greater or less de- 
gree because in part they were produced 
and will continue to be produced by the 
great diversity of geographic and cli- 
matic conditions in the different regions 
of Mexico. 

Among the most serious obstacles of 
a social character that have retarded 
the progress of the Mexican people at 
every stage of their development, the 
following should be mentioned: (1) an 
uneven distribution of wealth, one of 
the main results of which has been a 
low standard of living, both material 
and cultural, among the masses; (2) 
a sharply marked heterogeneity—cul- 
tural, psychological, and linguistic— 
among the social groups that form the 
population; and (3) the persistence of 
antiquated and ineffective cultural traits 
side by side with modern and effective 
cultural traits. 


Oppression of the masses 

To the geographical conditions that 
have always limited the agricultural po- 
tentialities of Mexico were added in 
pre-Spanish times other factors unfa- 
vorable to production, which was much 
smaller then than in the colonial period, 
and infinitely smaller than it is today. 
Ih pre-Spanish times maize was the sole 
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support of the whole population, and 
it was very badly cultivated. Plows, 
metal implements, cattle, and horses 
were all unknown, and planting was 
done by digging a hole in the ground 
with a stick and dropping the seed into 
the hole. Weeding the cornfield was a 
slow and painful process, for the weeds 
were pulled up by hand or cut with in- 
struments not suited to the purpose; 
and sometimes no weeding was done. 
Consequently the crops were necessarily 
very small and the area under cultiva- 
tion was proportionately large. 

As long as the number of Indians liv- 
ing in the present territory of Mexico 
was limited, they were able to live with- 
out getting in each other’s way; but 
when large numbers of other Indians 
entered the country, a struggle was be- 
gun for possession of the land. Thus 
the Mexican agrarian problem had its 
origin in remote antiquity. The most 
powerful groups—such as the Maya, 
Toltec, and Aztec—not only seized the 
best lands by fire and sword but also 
made tributaries of the weaker peoples, 
who eked out a wretched existence, 
since they were obliged either to work 
for their oppressors as well as for them- 
selves or else to take refuge in isolated 
and barren regions. Even among the 
privileged groups, by no means every- 
one was able to live a normal life, for 
small theocratic minorities monopolized 
the largest and best part of the re- 
sources and production of the country, 
governed the masses, and forced them 
to live in poverty and to expend all 
their energy in farm labor, incessant 
warfare, and the construction of gi- 
gantic and beautiful religious monu- 
ments, such as those we admire today 
in Teotihuacán and Chichen Itza. 

During the Spanish conquest and the 
colonial period this unbalanced econ- 
omy continued the same in almost ev- 
ery respect. The only difference was 
that power, wealth, and production 


were now monopolized by a small mi- 
nority of European origin. The Indian 
nobles, priests, and chieftains of the 
old theocracy who had formerly en- 
joyed this monopoly were thrust down 
until they became mingled with the 
anonymous Irdian masses; and the lat- 
ter abjectly labored for their conquerors 
in mine and field, in the building of 
thousands of churches and cathedrals, 
or as auxiliaries in the conquest of' 
groups of their kinsmen who had not 
yet been subjugated by the Spaniards. 
Although the latent protest and passive 
resistance of the oppressed elements 
was constant throughout the Spanish 
domination, no great armed rebellions 
occurred, because repression was bloody 
and thorough. The masses were de- 
prived of the means of defending them- 
selves, for they were not permitted to 
bear arms of any kind or to use horses. 
After the declaration of independence 
these restrictions were altered or re- 
laxed. 

During the colonial period the wealth 
was monopolized by a minority of Span- 
ish origin which generally founded fam- 
ilies in Mexico. Their capital and prof- 
its remained in Mexico; but later on a 
handful of absentee foreigners grad- 
ually extended their control over the 
means of production, until at last only 
a small fraction remained in the hands 
of Mexicans, and even the latter were 
a small and exclusive minority. In the 
nineteenth century the economic con- 
dition of the mass of the people was, 
therefore, in some respects worse than 
in the colonial period. As a result, the 
popular unrest that had been ferment- 
ing for thres centuries broke out in 
frequent revolutions which often af- 
fected social development but did not in 
any perceptible degree improve the ab- 
normal living conditions of the masses. 

The revolution that uprooted the 
antiquated economic system of Mexico 
and introduced the most effectual re- 
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forms is the one that began in 1910, has 
been going on ever since then, and has 
found its most radical expression in the 
past five years. In the latter period the 
Mexican masses have unquestionably 
bettered their economic condition. Un- 
fortunately a still greater improvement 
has been prevented by the operation of 
certain long-familiar factors, mainly the 
geographic factor of which we have al- 
ready spoken, and the cultural factor 
which we shall now discuss. 


Different cultures 


Archaeologists have shown that be- 
fore the Spanish conquest the people 
who inhabited Mexico were divided into 
different culture groups at different 
stages of evolution; but it is also be- 
lieved that all these groups were funda- 
mentally related to one another, all of 
them belonging to the pre-Columbian 
American type, and that they all sprang 
from a common though remote origin. 
The same may be said of the mental 
processes of these groups. On the other 
hand, there were profound differences 
between the Janguages they spoke. 

From Cortés’ conquest of Mexico in 
1521 to the present day, two cultures, 
different both in type and in the stage 
of their development, have existed side 
by side in Mexico. One of these is the 
general culture of Indian type and pre- 
Spanish origin, which we discussed 
above and which embraces several sub- 
cultures—all of them now more or less 
degenerate or modified—such as the 
Maya, Tarascan, Aztec, and Zapotec. 
The other general culture is the West- 
ern or European, which has been 
adapted in greater or less degree to the 
new environment. In the colonial pe- 
riod this was represented in Mexico by 
only one of its subcultures, the Spanish. 
To this have subsequently been added 
the subcultures of France and the 
United States, and others of less impor- 
tance. 


Persistence of inferior traits 


The impact of the conquest, the bur- 
den of the Spanish colonial domination, 
and the civilizing influence of Europe 
and North America in the nineteenth 
century deprived the Indian culture of 
some of its main characteristics, such 
as its architecture, its picturesque my- 
thology, its calendar, and its bloody 
human sacrifices. On the other hand, 
some of its least desirable elements have 
stubbornly persisted. Even today, 
primitive Indians predominate in some 
quarters and they are also found in 
considerable numbers among the mes- 
tizo rural classes. Some of their repre- 
sentative cultural survivals are as fol- 
lows: a diet deficient in vegetables and 
consisting mainly of maize, chile, and 
kidney beans; unsanitary and uncom- 
fortable dwellings; scanty clothing ill 
suited to the climate of the central 
plateau, which is where most of the 
population lives; and inadequate imple- 
ments and tools for rural and urban 
workers, with a resultant low level of 
production and waste of energy. The 
mental operations of these people are 
not inspired or controlled by scientific 
concepts, but function spontaneously, 
instinctively, and arbitrarily, as in 
times past, with the result that the in- 
terpretations which, for example, they 
put upon the nature and origin of geo- 
graphical, physical, and chemical phe- 
romena and upon historical events are, 
generally speaking, erroneous, conven- 
tional, and often contradictory. 

If these culture traits were inferior 
in practical value to the imported Span- 
ish culture during the colonial period, 
today, when scientific knowledge and 
techniques of all kinds have made such 
great progress, they are not only inade- 
quate to the needs of the masses but are 
a serious obstacle to their development. 
To be sure, not all these traits are anti- 
quated; and among the exceptional ones 
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that possess great value and ought to be 
preserved and encouraged are many 
forms of artistic and artistic-industrial 
expression and certain estimable quali- 
ties of a moral and social character. 


Factors perpetuating inferior traits 


Two powerful factors contribute in 
about the same degree to the mainte- 
nance of the inferior culture traits. 
The first of these is the lack of means 
on the part of the Indian and mestizo 
masses to provide themselves with the 
extensive material equipment and the 
abstract education that characterize 
Western culture. The second is that, 
having been accustomed for thousands 
of years to live within the pattern of 
their Indian culture, they are strongly 
opposed to abandoning its familiar 
ways. This has been demonstrated by 
a great many cases of individuals and 
groups who possess the necessary means 
and yet do not alter their outworn way 
of life. This attitude is probably 
strengthened by the fact that they have 
never discovered that they can live bet- 
ter than they do now if they satisfy 
their needs through agencies and instru- 
ments of modern Western culture. 

Of course we do not believe that 
Western culture is above criticism or 
beneficial in every respect, or that it 
would be advisable to substitute it bod- 
ily for the Indian type of culture. At 
present Western culture in Mexico is 
the exclusive possession of a social mi- 
nority which resides mainly in urban 
centers; and while it has brought with 
it many important advantages, it has 
also entailed some serious disadvan- 


tages. So the ideal solution of Mexico’s 
cultural problem will be reached when 
we succeed in forming a composite na- 
tional culture which harmoniously inte- 
grates the best traits of Western and 
Indian culture. 

Until all the Mexican people can 
communicate with one another in Span- 
ish, we shall not be able to say that 
Mexican nationality has really been 
founded; and since there are still a mil- 
lion Mexicans who speak only the In- 
dian languages, and another million 
who speak those languages along with a 
faulty Spanish, it is imperative to “Cas- 
tilianize” the whole Mexican people— 
that is, to teach them Spanish. 


A HOPEFUL OUTLOOK 

The historical, biological, economic, 
cultural, psychological, and linguistic 
heterogeneity which we have been dis- 
cussing is directly responsible for the 
mutual differences, divergence, and an- 
tagonism displayed by the various so- 
cial groups of Mexico in regard to their 
needs, desires, and ideals. And yet, if 
we consider that, despite the geographic 
and social handicaps which hinder the 
development of the Mexican people, 
they have raised their country to the 
point where it is one of the first in Latin 
America, we may reasonably hope that 
when its social structure has become 
more homogeneous, when a better dis- 
tribution of wealth has been achieved, 
and when the handicaps of soil and cli- 
mate have been more effectively coun- 
terbalanced, the Mexican Republic will 
achieve a place of genuine importance 
in the family of nations. 
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Political Leadership in Mexico 
By H. B. PARKES 


OR more than a hundred years, 

Mexico has been nominally a demo- 
cratic republic, under which officials 
have been chosen by popular election 
and individual liberty has been guaran- 
teed. The first Mexican Constitution, 
tha: of 1824, was closely modeled after 
the United States Federal Constitution; 
it went beyond the United States Con- 
stitution by providing for universal 
manhood suffrage. Since 1824 Mexico 
has changed her form of government 
five times, in addition to passing, on 
several occasions, under governments 
which were avowedly dictatorial; but 
throughout most of her history she has 
preserved a constitutional framework 
similar to that established in 1824. 
Judged by the letter of the law, she 
could be considered, both today and at 
most periods during the past hundred 
years, as one of the most democratic 
nations in the world. 

At no period, however, have political 
realities in Mexico corresponded to the 
legal forms. The elective method of 
choosing officials has never been gen- 
uinely effective, and private citizens 
have never had security against arbi- 
trary deprivations of life, liberty, and 
property. Most Mexican governments 
have exercised dictatorial powers; and 
whenever a president has been too scru- 
pulous in his respect for the letter of the 
law, he has succeeded only in provoking 
rebellion and civil war. The reality be- 
hind the forms of the Mexican Consti- 
tution has always been the rule of indi- 
vidual leaders. 

Such rule is, and always has been, 
the only alternative to anarchy. To 
harmonize the spirit of the government 
with the letter of the Constitution—a 
task occasionally attempted by political 
idealists, most notably by President 
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Madero—has never been possible. De- 
mocracy on the Anglo-Saxon model, 
however desirable as an ultimate ideal, 
is still impracticable. The real politi- 
cal problem in Mexico has not been to 
make the Constitution a reality, but to 
find methods of insuring that those who 
exercise leadership should represent the 
interests of the mass of the people and 
should not try to perpetuate their au- 
thority. 


REASONS FOR PRESENT POLITICAL 
SITUATION 


The most obvious reason for the in- 
ability of Mexico to make her Constitu- 
tion function successfully is the cultural 
backwardness of the majority of the 
people. Mexico began her career as an 
independent nation with a population 
sharply divided into three racial groups 
—Creoles, mestizos, and Indians; and 
the bulk of the Indians, exploited by 
the Creole aristocracy, had never been 
integrated into Spanish civilization. A 
century of political turmoil brought 
wealth and power to many of the mesti- 
zos, but only intensified the oppression 
oi the Indians. In 1910, when Diaz 
was overthrown, nearly three-quarters 
of the adult population were still totally 
illiterate. 

Today, in spite of vigorous govern- 
mental efforts to build schools, the rate 
of illiteracy is still 45 per cent. Ac- 
cording to the Census of 1930, out of a 
total population of sixteen and a half 
millions, one million were wholly un- 
able to speak Spanish, and an addi- 
tional million had acquired only a smat- 
tering of it. Fifty-four different Indian 
languages were still in use. 

In such conditions it is obvious that 
a constitution providing for universal 
suffrage can only be farcical. Actually, 
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those who control the machinery of ad- 
ministration have always been able to 
manipulate elections, and in the entire 
history of the Mexican Republic no 
government has ever suffered an elec- 
toral defeat. Bullets and ballots have 
thus far been the only method of driv- 
ing an unpopular administration from 
office. 

Granted, however, that the Anglo- 
Saxon elective system cannot be trans- 
planted into Mexico, it does not neces- 
sarily follow that its government must 
be personalistic. It might take the form 
of oligarchy rather than of dictatorship. 
Other reasons must be sought, there- 
fore, for the power exercised in Mexico 
by individuals. 

Explanations of history in terms of 
race have little scientific justification; 
yet there are certain phenomena for 
which it is difficult to account without 
having recourse to theories either of in- 
herent racial characteristics or of cul- 
tural complexes transmitted through 
many generations. It has frequently 
been noted that the Spanish-speaking 
peoples, both in Spain and in His- 
panic America, have a strong sense 
of personal individuality and little ca- 
pacity for co-operation on a basis of 
equality. Those institutional loyalties 
which, in England and the United 
States, have provided a basis for the 
growth of constitutional government 
have been of small importance in Span- 
ish history. Government both in Spain 
and in Hispanic America has always 
tended to oscillate between the poles of 
despotism and anarchy. In Spanish 
society, personal ties, rather than at- 
tachments to doctrines or to institu- 
tions, have been the chief integrating 
force. In Mexico, loyalty to one’s 
friends, blood relations, patrons, and 
dependents has had an importance 
which it is difficult for Anglo-Saxons to 
comprehend. A similar spirit has per- 
vaded Mexican politics. Politicians 


have tended to group themselves around 
individual leaders instead of uniting on 
a basis of common attachment to a 
body of doctrines; they have offered 
loyal service to their leaders and have 
expected patronage in return. 


THE ARMY AND THE BUREAUCRACY 


This tendency towards personalistic 
politics has been reinforced, both in 
Spain and in Hispanic America, by two 
other factors: the independent powers 
enjoyed by the army officers, and the 
dependence of the middle classes on 
government patronage. 

The first forty years after the estab- 
lishment of Mexican independence were 
a period of military anarchy, during 
which army generals were constantly 
plotting coups d’état in the hope of 
winning higher salaries and promotions. 
Some military caudillo would gather 
ambitious officers around him, issue a 
pronunciamento, and organize a cuarte- 
lazo. ‘The reforms of the eighteen-fifties 
and -sixties, enacted under the leader- 
ship of Benito Juárez, were largely suc- 
cessful in subordinating the army to the 
civil government; but the ten years of 
civil war which followed the fall of Diaz 
revived some of the bad traditions of 
military irresponsibility. The army of 
the Revolution was supposedly fighting 
to overthrow tyranny and privilege; but 
its officers rapidly lost contact with the 
common people and learned to exploit 
their powers to their own advantage. 
The caudillo, the pronunciamento, and 
the cuartelazo reappeared, and ambi- 
tious generals began again to plunder 
the civilian population and to revolt 
against governments which refused 
them promotion. 

Since 1920 no administration has 
been overthrown by violence, but on 
four occasions generals have organized 
rebellions; and in spite of the efforts of 
successive administrations, and particu- 
larly of that of President Cardenas, to 
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enforce discipline and to secure the loy- 
alty of the rank and file, the danger 
remains that some new caudillo may 
win sufficient support for a seizure of 
power. No Mexican government can 
hold office without retaining the favor 
of at least a majority of the army lead- 
ers; and with the single exception of 
Benito Juárez, no President who was 
not himself a general has ever com- 
pleted a full term of office. 

Limitation of the powers of the army 
is rendered difficult by the lack of a 
sufficiently large body of independent 


- and disinterested civilian political lead- 


ers. Throughout Mexican history, the 
number of persons consistently inter- 
ested in political affairs has been rela- 
tively small, and a large proportion of 
them have been primarily concerned 
with office and patronage. Mexican in- 
dustry and commerce have always been 
controlled mainly by foreigners—by 
gachupines (Spaniards) before the es- 
tablishment of independence, by natives 
of Europe and the United States since 
that time; and no strong and independ- 
ent Mexican middle class has devel- 
oped. Under Spanish rule, however, a 
large Mexican bureaucracy grew up, 
and a government office became the 
chief ambition of those middle-class 
Mexicans who were neither Aacendados 
nor workers or peasants. Mexico be- 
came a country of empleomanie, where 
a place on the official pay roll was the 
favorite source of livelihood for a con- 
siderable proportion of the civilian pop- 
ulation. Even industry and commerce, 
moreover, never acquired that inde- 
pendence of political control which has 
been characteristic of Great Britain and 
the United States. The Spanish tradi- 
tion of governmental regulation contin- 
ued to be influential; and economic en- 
terprises tended to be organized on a 
basis of governmental contracts, politi- 
cal patronage, and grants of concessions 
and monopolies. Even those middle- 
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class Mexicans who were not themselves 
a part of the bureaucracy were often, 
therefore, indirectly dependent on the 
favors of the political authorities. 

The result has been that political 
opinion in Mexico, except on those rare 
occasions when broader masses of the 
population have been drawn into politi- 
cal conflicts and have been able to make 
their will effective, has rarely been dis- 
interested or based on principle. Those 
individuals who normally engage in 
political activities do so in the hope 
of winning personal advantages; and 
their dependence on political patronage 
makes it necessary for them always to 
choose the winning side. They support 
whatever leader seems most likely to be 
successful and can promise them the 
greatest rewards; and when there is a 
sudden shift in political power, they are 
usually quick to repudiate their pre- 
vious allegiances and to offer support 
to the new leader. 


THE INDIAN HERITAGE 


These aspects of Mexican politics, 
which may be regarded as deriving 
from Spanish traditions, have become 
blended with certain other features 
which are the result partly of Mexico’s 
Indian heritage and partly of its geo- 
graphic characteristics. 

At the time of the Spanish Conquest, 
the ‘Indian races had not yet acquired 
any strong sense of personal individual- 
ity; the welfare of the tribe transcended 
that of its individual members, and this 
welfare was represented by, and embod- 
ied in, the person of the tribal cacique 
(chieftain). After the Conquest, ca- 
ciques continued to govern many of the 
Indian tribes, acting as intermediaries 
between the two races. And when, in 
the nineteenth and twentieth centuries, 
the Indians began to rebel against Cre- 
ole domination, these rebellions were 
usually led by individuals who could 
command unquestioning obedience from 
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their followers, and whose position pre- 
sented many analogies with that of the 
caciques of earlier periods. 

The mountain ranges which cover a 
large part of Mexico, and the lack of 
any modern system of communications, 
have caused many sections of the coun- 
try to remain isolated from one an- 
other; so that these local chieftains 
have frequently been able to rule se- 
cluded provinces in almost complete in- 
dependence of the central government. 
And although they have usually ob- 
tained leadership by espousing the cause 
of the Indian masses and leading them 
to rebellion against their Creole oppres- 
sors, they have often ended by coming 
to terms with the privileged classes and 
by seeking only to enrich themselves 
and to perpetuate their authority. 

Both the War of the Reform in the 
middle of the nineteenth century and 
the period of civil war between 1910 
and 1920 brought to power a fresh 
group of local caciques, of Indian or 
mestizo descent, each of whom had his 
own private army and his own organiza- 
tion of political henchmen; and the 
governments which restored order after 
these cataclysms were confronted with 
the task of extending their authority 
over the provinces, either by winning 
the support of the caciques or by over- 
throwing them. 


Tar Bastc PATTERN 


The basic pattern of Mexican poli- 
tics, therefore, may be described as fol- 
lows. The elements of any political 
combination consist of individual chief- 
tains and their followers; some cf these 
chieftains are army generals, while oth- 
ers are the rulers, either as the legal 
governors or as the unofficial bosses, of 
provincial areas. Frequently, however, 
they hold both military and political 
power, and exhibit characteristics both 
of the caudillo and of the cacique. They 
exercise control over sections of the 
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Mexican Army or over private armies 
of their own formatior, and also over 
groups of politicians who are eager for 
the rewards of office. A new political 
combination will profess allegiance to 
certain political ideals, but it actually 
takes shape around an individual leader, 
whom it presents as candidate for the 
presidency. 

The personalistic basis of Mexican 
politics is apparent from the most fre- 
quent style of political nomenclature; 
political conflicts have usually been 
fought not between radicals and con- 
servatives but—to cite a few examples 
—hbetween Juaristas, Lerdistas,and Por- 
frristas; or between Cerranzistas, Zapa- 
fistas, and Villistas; oz between Callis- 
tas and Cardentstas. 

Meanwhile, the civilian congressmen 
and officeholders are watching the 
course of events; and whenever it be- 
comes apparent, as a result either of 
political maneuvers or of armed con- 
flict, that some new leader is going to 
be victorious, they rush to pledge him 
their support. Therefore, once a politi- 
cal change has begun to occur, it often 
gathers momentum with astonishing ra- 
pidity; and an administration which has 
for a long period seemed to be all- 
powerful may disintegrate completely 
within a few days. 


RESULTS OF THE REVOLUTION 

It was his insight into Mexican politi- 
cal mechanics that enabled Porfirio 
Dfaz to hold power for thirty years. 
Diaz retained the support of the army 
generals and the local chieftains by al- 
lowing them to enjoy wealth and privi- 
lege, and at the same time, by skillfully 
playing them off against one another, 
he prevented them from uniting around 
any rival aspirant to power. This “pol- 
icy of conciliation” made possible a vast 
economic development. The Dfaz dic- 
tatorship, however, had no regard for 
the interests of the peasants and work- 
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ers who composed the mass of the popu- 
lation. 

In the Revolution of 1910-20 the 
peasants and workers took their revenge 
for tyranny and misgovernment, and 
showed that they would not perma- 
nently tolerate a government which ig- 
nored their interests. However, al- 
though the Revolution marked a step 
towards democracy, it did not create 
instrumentalities by which the masses 
could maintain constant control over 
their leaders. It became evident that 
governments which wholly flouted the 
wishes of the majority would sooner or 
later be overthrown, but assertions of 
the popular will have remained inter- 
mittent and have been unable to find 
effective expression through legal forms. 
The Mexican people will tolerate a con- 
siderable degree of self-enrichment and 
self-agerandizement among their lead- 
ers, and will not turn against them un- 
til it becomes obvious that their own 
aspirations are being altogether be- 
trayed. 

The Revolution revived the political 
principle of “no re-election,” which 
meant that Presidents could no longer 
perpetuate their authority, either by re- 
taining office themselves or by imposing 
puppet Presidents. That violations of 
this principle would eventually provoke 
rebellion was proved in 1920, when 
Carranza was overthrown by Obregón, 
and again in 1935, when Calles was de- 
prived of power. 

The Revolution also created new or- 
ganizations which—at least in theory— 
were representative of popular senti- 
ment, the most important being the 
peasant leagues and the trade unions. 
In these organizations, however, the 
personalistic tendencies of Mexican pol- 
itics reasserted themselves, and the de- 
gree to which they actually expressed 
the interests of the rank and file was 
often dubious. Many of the peasant 
leagues were merely instruments by 


which local chieftains who had risen to 
prominence during the Revolution con- 
solidated their control over state gov- 
ernments; and although the leagues 
were supposed to represent the demand 
of the peasants for agrarian reform, 
their leaders were inclined to make 
peace, on terms profitable to them- 
selves, with the local kacendados. 

The trade unions, similarly, were 
usually controlled by their leaders, 
who sometimes enriched themselves by 
blackmailing industrialists with threats 
of strikes and sabotage. By the Con- 
stitution of 1917, moreover, the govern- 
ment had acquired the right to declare 
a strike legal or illegal, the result being 
that the trade unions became dependent 
upon political patronage. Many of the 
unions, both national and local, were 
merely parts of the political machines 
of ambitious chieftains. Therefore, al- 
though these new organizations may 
conceivably develop into genuine organs 
of democracy, this hope has not’ yet 
been fulfilled. 


THE OBREGÓN-CALLES PERIOD 


The politics of the Obregón-Calles 
period resembled in many respects that 
of the Díaz period. The government 
was based on a combination of army 
generals and local chieftains, who were 
allowed to enrich themselves as long as 
they remained obedient to the central 
authority; to these were added the 
heads of the trade unions, most of which 
had been consolidated, under the lead- 
ership of Luis Morones, into the power- 
ful labor organization, Confederación 
Regional Obrera Mexicana, commonly 
known as the C.R.O.M. 

The new regime differed from that 
of Dfaz in that it professed allegiance 
to the new ideals of agrarian and labor 
reform, and realized the necessity of re- 
taining popular support by taking ac- 
tion—although very slowly—to realize 
these ideals. After the assassination of 
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Obregén, Calles recognized the princi- 
ple of no re-election to the extent of 
refusing to retain office himself; and in 
1929 the powers of the dominant group 
acquired an institutional basis through 
the organization of the National Revo- 
lutionary Party, or P.N.R. 

The P.N.R. included all the most 
powerful political leaders in the coun- 
try, and was financed by levying a fixed 
percentage of the salary of every gov- 
ernment employee. The creation of the 
P.N.R. was, perhaps, an improvement 
on previous political practice; since all 
the dominant figures were now inside 
one organization, those who were 
elected to office were more likely to 
represent the real balance of political 
forces and were less likely, therefore, 
to provoke armed rebellion. Since, 
however, the membership of the P.N.R. 
consisted of professional politicians, it 
was not an adequate instrument of 
popular control. 

Until 1934, during the presidencies 
of Portes Gil, Ortiz Rubio, and Abe- 
lardo Rodriguez, Calles continued to 
dictate most of the policies of the 
administration. Calles was now becom- 
ing more conservative and less sympa- 
thetic to the ideals of the Revolution. 
The drift to reaction was increased by 
the disintegration of the C.R.O.M., 
which, as a result of antagonism caused 
by the ambitions of Morones, now lost 
the patronage of the government. 

Meanwhile, however, a left wing was 
taking shape inside the P.N.R., com- 
posed of peasant and labor leaders who 
had not wholly lost their integrity; and 
in 1932 a new and radical trade-union 
- federation began to be formed under 
the leadership of Vicente Lombardo 
Toledano. In 1934 a President was to 
be elected for a full six-year term. The 
left wing adopted Lazaro Cardenas as 
their candidate, and by a fortunate 
chance this choice coincided with the 
wishes of the army generals. Probably 


with some reluctance, Calles accepted 
Cardenas, who was accordingly nom- 
inated by the P.N.R. and, in the sum- 
mer of 1934, elected President by the 
overwhelming majority always accorded, 
in Mexico, to the candidate who is 
backed by the administration. 


CARDENAS 


Born in Michoacán in 1895, the son 
of a small storekeeper, Cardenas had 
joined the army of the Revolution dur- 
ing the struggle to overthrow Huerta, 
and had risen slowly to the highest rank 
as a result not of any spectacular 
achievements, but of a personal honesty 
and a loyalty to the government very 
rare in the annals of the Mexican Army. 
He had played prominent roles in the 
suppression of the rebellion of de la 
Huerta in 1923 and of that of Escobar 
in 1930; and had served as Governor 
of Michoacán and, for short periods af- 
ter 1930, as President of the P.N.R., 
Secretary of Gobernación, and Secretary 
of War. As state governor he had dis- 
played a genuine passion for reform; 
he had, however, never opposed any of 
the policies of Calles, and was generally 
expected to defer to his wishes. 

As President, Cardenas began imme- 
diately to adopt left-wing policies. He 
encouraged the trade unions to declare 
strikes, and began to prohibit the illegal 
money-making activities of friends of 
Calles. And when, in July 1935, Calles 
publicly denounced the epidemic of 
strikes and indicated that he still con- 
sidered himself the master of the ad- 
ministration, Cardenas declared his in- 
dependence and formed a new cabinet 
composed of anti-Callista elements rang- 
ing from the extreme left to the extreme 
right. It became evident at once that 
Calles had lost his control over the gov- 
ernment; and almost every politician in 
the country, including men who a few 
months before had been praising Calles 
in tones of the most fulsome servility, 
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hastened to pledge their allegiance to 
Cardenas. His supremacy established, 
C4rdenas ejected those officials and 
state governors who were too closely 
identified with Callism, and—more 
gradually—removed the conservative 
elements from the government and re- 
organized it on a left-wing basis. The 
main features of the program which he 
began to put into effect were the or- 
ganization of peasants’ co-operatives to 
replace the Aactenda system in agricul- 
ture, and of workers’ co-operatives to 
replace the capitalist system in indus- 
try. 
Since 1935, Cardenas has exercised a 
personal control over Mexico fully as 
complete as that enjoyed by any of his 
predecessors. His rule has, however, 
been in some respects unique in Mexi- 
can history and unlike that of any other 
dictatorship in the contemporary world. 


’ Cardenas has been distinguished, in the 


first place, by his complete personal in- 
tegrity. Even those who wholly dis- 
approve of his policies are compelled to 
admit that he has never sought to en- 
rich himself, that he has lived with a 
puritanical simplicity and has never 
been seduced by the society of men of 


, wealth, that he does not love power for 
‘its own sake, and that he is genuinely 


devoted to the interests, as he sees them, 
of the masses of the people. He has 
been unique, in the second place, in the 
remarkable degree of freedom which he 
has allowed to his enemies. He has tol- 


. erated opposition, even when it has as- 


sumed, avowedly subversive forms, to a 
degree which many of his supporters 


» have considered foolhardy. He has not 


Seriously restricted the liberties of the 


' press, in spite of the reactionary senti- 


ments of a large majority of the Mexi- 
can newspapers. And even when he 
was confronted by an armed rebellion, 
headed by Saturnino Cedillo, he was 
determined to prevent any bloodshed 
that could possibly be avoided. 
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The chief weakness of the Cardenas 
regime is that it has been so largely a 
system of one-man rule. Cárdenas has 
exhibited remarkable political shrewd- 
ness, as shown in his capacity both to 
make use of men who dislike his poli- 
cies and to retain control over those who 
would prefer them to be achieved more 
rapidly or by different methods; and he 
has displayed amazing physical energy. 
He has, however, failed—probably un- 
avoidably—to create a sufficiently large 
body of collaborators who share his in- 
tegrity and his idealism. 

The scarcity of honest and competent 
administrators is particularly serious in 
view of the increased responsibilities 
which the Cardenas program has laid 
upon the bureaucracy. The ultimate 
objective of the program is economic 
democracy; but the illiteracy and the 
lack of democratic habits of a large pro- 
portion of the population make it im- 
possible for this objective to be achieved 
within the near future. Meanwhile, 
great powers have been intrusted to the 
officials of the National Bank of Ejidal 
Credit, who supervise the peasant eji- 
dos, and to the trade-union leaders and 
the technicians who are in charge of the 
workers’ co-operatives on the railroads 
and the oil fields and in other indus- 
tries. The degree of honesty of the ad- 
ministration is a subject of controversy, 
but it is certain that the old bad tradi- 
tions of bureaucratic corruption have 
not been wholly eliminated. 

A number of the state governors— 
such as Governor Yocupicio of Sonora 
—are, moreover, unsympathetic to the 
Cardenas program and have continued 
to support the interests of the indus- 
trialists and the hacendados. 

Cardenas’ policy has been to super- 
vise personally every aspect of his pro- 
gram, and to undermine the powers of 
the local chieftains by establishing di- 
rect contact between himself and the 
masses of the people. A large part of 
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his time has been spent away from 
the capital, in visits to secluded areas 
which have formerly had no direct re- 
lationship with the central government. 
Every previous government in Mexican 
history was based on a coalition of local 
chieftains; Cárdenas has functioned as 
a kind of national cacique. There is no 
doubt that he enjoys a much more wide- 
spread and more genuine popular sup- 
port than any of his predecessors. Such 
a system means, however, that too much 
responsibility is laid upon the shoulders 
of one man, who cannot possibly per- 
form efficiently all the duties which he 
has undertaken; nor can there be any 
guarantee that Cardenas’ successors will 
possess the same physical energy and 
the same integrity. 


Tue Party oF THE MEXICAN 
REVOLUTION 


The system of government laid down 
by the Mexican Constitution is still in- 
capable of checking the actions of the 
Executive. Congress has done little but 
enact Cardenas’ wishes into law; the 
judiciary is notoriously under political 
control; and the electoral process con- 
tinues to give large majorities to all 
official candidates. Cardenas has, how- 
ever, attempted to create an institu- 
tional framework for popular control 
over the government by reorganizing 
the P.N.R. 

In 1938 the name of the party was 
changed to the Party of the Mexican 
Revolution, or P.R.M., and the party 
was given a much broader basis. Ceas- 
ing to be merely an organization of pro- 
fessional politicians, it was to be com- 
posed of four sections, representing 
respectively the peasants, the trade 
unions, the army, and a fourth group 
known as the “popular” sector and 
composed chiefly of politicians and gov- 
ernment employees. The most impor- 
tant functions of the P.R.M. were to 
choose the next President and to draft 


the new Six-Year Plan which was sup- 
posed to serve as his program. How far 
the P.R.M. would genuinely represent 
popular wishes would, hawever, depend 
on whether the delegates of the peasants 
and the workers could enforce their 
wishes when they conflicted with those 
of the army leaders, and on how far 
they would be responsible to the rank 
and file of their own organizations. 

In 1938 the various peasant leagues 
were combined into the National Con- 
federation of Peasants, or C.N.C., un- 
der the leadership of a former rural 
schoolteacher, Graciano Sanchez. This 
government-created federation seemed 
likely, however, to remain dependent 
upon political patronage. A greater de- 
gree of independence, on the other hand, 
might be expected of the labor unions. 
In 1936 Lombardo Toledano’s organiza- 
tion was enlarged into the Confedera- 
tion of Mexican Workers, or C.T.M.; 
and although the C.T.M. has, in gen- 
eral, given Cardenas militant support, 
it has been critical of scme of his poli- 
cies. 

Vicente Lombardo Toledano, secre- 
tary of the C.T.M., is a very unusual 
kind of labor leader, either in Mexico 
or elsewhere. Born in 1894, the year 
before Cardenas, he is the son of a 
wealthy Creole copper magnate, who 
was ruined by the Revolution. He had 
a distinguished university career and 
was for a time director of the National 
Preparatory School. Gradually aban- 
doning the idealistic philosophy in which 
he had been trained and becoming con- 
verted to Marxism, he has for the past 
fifteen years devoted himself to the 
cause of trade unionism. As the leader 
of Mexican labor he has displayed bril- 
liant gifts as a scholar, writer, and 
orator. He is, moreover, an avowed 
admirer of the Soviet Union. His nu- 
merous enemies allege that he has been 
the real power behind the Cardenas ad- 
ministration. It appears more prob- 
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able, however, that he has owed his 
position largely to Cardenas’ support. 
Neither Lombardo Toledano’s rather 
dectrinaire Marxism nor his freedom 
from corruption is shared by all his 
trade-union associates. He is consid- 
ered by some of them to be too ambi- 
tious for personal power; and the fact 
that he is an intellectual and not the 
organizer of any particular union makes 
his position insecure. An administra- 
ticn which decided that he was becom- 
ing too powerful, and which therefore 
«ceased to support the C.T.M., might 
easily provoke a reshuffling of labor or- 
ganizations and an ‘emergence of some 
new federation with a different leader 
and a less radical program. 


THE PRESIDENTIAL SUCCESSION 

Mexico’s immediate political future 
depends, therefore, upon the personality 
of Cárdenas’ successor, who will take 
office in November 1940. If he chooses 
to reverse Cardenas’ policies, it is doubt- 
fu. if the various popular organizations 
are strong enough to prevent it by con- 
stitutional means. And although the 
next President must have peasant and 
labor support, the decisive voice in his 
election still belongs to the army. 

The next President was at one time 
expected to be General Francisco Mú- 
gica, Secretary of Communications in 
the Cárdenas cabinet, who was regarded 
as the head of the left-wing forces in 
the government and who has the dis- 
tinction of being the principal author of 
the articles for agrarian and labor re- 
form (27 and 123) in the Constitution 
of 1917. Múgica, however, did not 
have sufficient army support, and ap- 
pears also to have been disliked by the 
C.T.M. because of his supposed Trot- 
skyite leanings. 

The candidate finally adopted by the 
administration, and presumably by Car- 
denas himself (in spite of his insistence 
that the final decision must be made by 
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the P.R.M.), is General Manuel Avila 
Camacho, an almost unknown figure 
whose chief qualification is that, as Cár- 
denas’ Secretary of War, he has won the 
respect of the army. Avila Camacho’s 
political opinions were until recently 
obscure; he has, however, indicated that 
although he will follow in Cárdenas 
footsteps, he will devote himself to the 
consolidation of reforms already made, 
rather than to the enactment of new re- 
forms. That he will prove to be more 
conservative than Cárdenas is suggested 
also by the fact that his brother, the 
Governor of Puebla, is a notorious re- 
actionary. As soon as it became evi- 
dent that Avila Camacho would be the 
official candidate, the C.N.C. and the 
C.T.M. hastened to ratify the choice, 
whatever private misgivings their lead- 
ers may have felt; and in December 
1939 he received the unanimous nomi- 
nation of the P.R.M. His election to 
the presidency can therefore be consid- 
ered certain. 


LEADERS OF THE OPPOSITION 


Cárdenas’ progress towards the left 
has led to the growth of numerous op- 
position groups, which have consider- 
able financial, if little popular, support. 
The P.R.M., unlike its predecessor, the 
P.N.R., was planned as the embodiment 
of a radical social philosophy, and not 
merely as an instrument of political 
control; and a number of important 
political leaders who belonged to the 
P.N.R. are opposed to the policies of 
the P.R.M. 

The opposition to Cardenas consists 
partly of representatives of the indus- 
trialists and the Aacendados, who ad- 
mire the Franco régime in Spain and 
are more or less avowedly fascist, and 
partly of middle-class liberal reformers 
who disapprove of the socialist tend- 
encies of the Cardenas regime. There 
are a number of organizations repre- 
senting middle-class groups which are 
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suffering from the increase in prices 
and wages, and there is considerable 
opposition to the Cardenas program of 
basing agrarian reform on co-operative 
ejidos rather than on individual private 
property—an opposition typified in the 
League of Small Proprietors sponsored 
by Governor Gildardo Magafia of Mi- 
choacan. 

Influential among the middle-class 
liberals is former President Portes Gil, 
who, as president of the P.N.R., sup- 
ported Cárdenas against Calles, but 
who was replaced in 1936 by a more 
radical leader. An able lawyer and pol- 
itician, who entered national politics 
after establishing firm control over the 
state of Tamaulipas, and who drafted 
much of the legislation of the Obregón- 
Calles period, Portes Gil has always 
supported agrarian reform and has close 
connections with the leaders of the 
C.N.C.; and he has been an active an- 
tagonist of the Catholic Church. He 
has, however, been an enemy of trade- 
union radicalism. 

Whether the opposition can unite 
around any one figure is dubious. The 
strongest candidate for opposition lead- 
ership is General Juan Andreu Almazán. 
Reputed to be the ablest soldier in Mex- 
ico, Almazán is also a millionaire and is 
the virtual ruler of the city of Mon- 
terrey, the chief center of Mexican 
heavy industry. He declares that Mex- 
ico is suffering from a tyranny a thou- 
sand times worse than that of Diaz, and 
promises to restore the rights of the 
Catholic Church, to dissolve the co- 
operative ejidos, and to enforce col- 
laboration between capital and labor. 
In spite of the fascistic tendencies of 
his program, he is supported not only 
by his own organization, the Party of 
National Action, but also—by a para- 
dox characteristic of Mexican politics— 
by certain trade-union and radical 
groups which failed to pledge support 
to Avila Camacho and which therefore 





cannot expect to receive patronage from 
him. 

Two other candidates, both of whom 
also have fascistic leanings, are compet- 
ing with Almazan for opposition leader- 
ship. General Sanchez Tapia, who had 
hoped to secure the nomination of the 
P.R.M., is now backed by the Demo- 
cratic Front, an organization headed by 
General Ramón Iturbe. General Joa- 
quin Amaro, Secretary of War during 
the Calles administraticn, in which ca- 
pacity he distinguished himself both by 
the efficiency with which he reorganized 
the army and by the callousness with 
which he killed opponents of the Calles 
regime, is sponsored by the Revolution- 
ary Anti-Communist Party, and is said 
to have connections with General Nico- 
lás Rodriguez’s Gold Shirts. 

None of these candidates can hope to 
secure the presidency ky constitutional 
means; but if the opposition can unite 
its forces, there is danger that the elec- 
tion of Avila Camacho may be followed 
by a military rebellion, on the usual 
pretext that the victory of the admin- 
istration candidate was secured by 
fraud and intimidation. 


CONCLUSION 


The retirement of Cárdenas is likely, 
therefore, to show how far Mexico un- 
der his rule has advanced towards gen- 
uine popular control over the govern- 
ment. If Avila Camacho adopts a more 
conservative program, or if the Almazán 
forces precipitate a civil war, the peas- 
ant and labor organizations will be re- 
quired to defend the gains which they 
have made during the past five years. 
It will then become apparent whether 
the Mexican people are reaching a stage 
in their development when they can 
maintain control over taeir leaders con- 
stantly and within constitutional forms, 
or whether, as in the past, Mexico will 
continue to be governed by a series of 
dictatorships, each of which is liable to 
e 
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lose contact with the mass of the peo- be dissolved finally through a revolu- 
ple, to degenerate into tyranny, and to tionary upheaval. 
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Mexican Federalism—F act or Fiction ? 
By J. Lroyp MECHAM 


EDERALISM was introduced into 

Mexico with republicanism. After 
the overthrow of Emperor Agustin I, 
the Congress, on June 12, 1823, de- 
clared in favor of a federal republic, 
and issued a call for a constituent con- 
gress. The federalists, under the lead- 
ership of Miguel Ramos Arizpe, were 
in the majority in the constituent con- 
gress which met on November 7, 1823. 
Despite the opposition and able argu- 
ments of Father Servando Mier, leader 
of the centralistic minority, who decried 
the logic of disuniting Mexico in order 
to unite her, the Congress, on January 
31, 1824, approved the Acta Consti- 
tutiva which provided for a “popular, 
tepresentative, federal, republican form 
of government.” 1 


ADOPTION OF FEDERALISM 


The adoption of federalism was un- 
fortunate, yet understandable. It was 
unfortunate because it was unnecessary; 
Mexico was a unity, and had no need of 
federation, but rather a strongly inte- 
grated national state capable of holding 
together unruly elements. Moreover, 
federalism, “the most complicated and 
delicate governmental mechanism ever 
devised by man,” called for a political 
maturity and experience unknown in 
newly liberated Mexico. In the light 
of this political immaturity, federalism 
could not but result in a reign of dis- 
order and anarchy. The consequence 
has been as Father Mier warned—con- 
trol asserted from the center in disre- 
gard of constitutional law. 

Yet, the reasons for the adoption of 
federalism are clear. Centralism, be- 


1See J. Lloyd Mecham, “The Origins of 
Federalism in Mexico,” The Hispanic Ameri- 
con Historical Review, Vol. XVUI (May 
1938), pp. 164-82. 


case of colonial experience, was identi- 
fied with autocracy and despotism. The 
great, outstanding, and unique example 
of republicanism at the time was the 
federal republic of the United States. 
It followed, therefore, that federalism 
was essential to the operation of re- 
pudlicanism. With lit-le comprehen- 
sion of the real nature cf the American 
state, the Mexican constituents regarded 
feceralism as a guarantor of local and 
incividual rights. It meant freedom 
from the oppression and inequalities of 
the old order. As opposed to central- 
ism, which meant reaction and a transi- 
tioaal step to the restoration of mon- 
archy, federalism meant liberalism, the 
security of newly won liberties; in 
short, it was the essence of the demo- 
cretic republic. 

The adoption of federalism, in 1824, 
dic not prove to be deinitive; on the 
contrary, for the next quarter of a cen- 
tury the political pendulum swung sev- 
erel times between the extremes of fed- 
erelism and centralism. It reacted to 
the ebb and flow of the struggle be- 
tw2en the forces of progress and re- 
action. Federalism was abandoned in 
1835, and a highly centralistic form of 
government was established under the 
Censtitution of 1836, the so-called Siete 
Leyes. Following the Siete Leyes came, 
in 1843, the Bases Orgdnicas, an even 
mcre centralistic constizution. During 
the turmoils of the Mexican War, fed- 
erelism and the Constitution of 1824 
were restored. After a brief relapse 
into centralism, in 1853, when Santa 
Arna enjoyed his final term of power, 
there was a return to federalism under 
the Constitution of 1857. The adop- 
ticn of that constitution which reflected 
the ideology of Mexican liberalism, pre- 
sented the issue of liberalism-federalism 
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versus conservatism-centralism more 
clearly than it had ever been presented 
before. Consequently, the Liberal vic- 
tory over the Conservatives in the Wars 
of the Reform permanently and def- 
nitively disposed of the problem of 
centralism as an issue in Mexican poli- 
tics. From that day to the present, 
no serious proposal has ever been made 
that Mexico should return to central- 
ism. In the Constituent Congress of 
Querétaro, which drafted the contempo- 
rary Mexican Constitution of 1917, not 
a word was uttered in favor of central- 
ism. 


THE MEANING OF FEDERALISM 


According to the able Mexican pub- 
licist Miguel Lanz Duret, the first con- 
stituent congress was free to choose be- 
tween federalism and centralism. This 
` freedom of choice, however, was not en- 
joyed by the Congress of 1857, and 
least of all by the Congress of 1917, 
for by that time the Mexican people 
had become thoroughly attached to the 
liberal tradition which had become iden- 
tified with the magic name “federal- 
ism.” ? It is a significant fact that the 
novel interpretation of the federalistic 
principle which dictated its adoption in 
Mexico in 1824 continues to be the 
Mexican’s understanding of federalism, 
and stiffens his determination to pre- 
serve it; this, despite the fact that fed- 
eralism as we in the United States un- 
derstand it, has never existed in fact in 
Mexico. One might well ask whether 
the actual functioning of government in 
Mexico would have been any different 
under constitutional centralism. In all 
likelihood not; yet by adopting the only 
kind of constitution which had a chance 
of being observed, certainly there would 
have resulted a greater respect for the 
law. 

How is it that in Mexico, with a con- 

2 Miguel Lanz Duret, Derecho Constitu- 


cional Mexicano (Mexico, 1936), p. 30. 
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stitution modeled after that of the 
United States, a degree of centralization 
is accomplished which far exceeds the 
aspirations of the most extreme New 
Deal zealots in the United States? 
There is a general impression in the 
United States that a concentration of 
authority is effected in Mexico City by 
coercion, fraud, and a willful disregard 
of the Constitution. To some extent 
this is true; yet the Constitution itself 
affords ample means for the subordina- 
tion of the states to the will of the cen- 
ter. To understand the true nature of 
federalism in Mexico, it is necessary, 
therefore, to take into account not only 
the exceptional grants of power to the 
Federal Government, which are consid- 
erably greater than in the United 
States, but also those expedients, legal 
and extralegal, which are used to ac- 
complish an actual centralism. 

Like the United States Constitution, 
the Mexican Constitution of 1917 dele- 
gates powers to the national govern- 
ment, reserving to the states those 
powers not expressly vested by the Con- 
stitution in the Federal authorities. 
Although the Mexican states were arti- 
ficially created, and thus were not the 
original possessors of independent pow- 
ers, this does not alter the fact that 
by act of the Mexican people they have 
been endowed with residuary powers,’ 
Therefore, although there was an orig- 
inal difference concerning the source of 
state powers in Mexico, as to be con- 
trasted with the United States, there is 
now no difference as concerns the prin- 
ciple of a division of powers—but with 
this exception, that the extent of the 
powers vested in the Mexican Federal 
Government is considerably greater 
than in the United States. Moreover, 
the limitations and prohibitions on the 
Mexican states are likewise greater, 
thereby more narrowly limiting their 
sphere of action. These departures 

8 Lanz Duret, op. cit., p. 36. 


MEXICAN FEDERALISM—FAcT OR FICTION? 25 


from the example of the American 
Union will now be discussed. 


EXCEPTIONAL LEGISLATIVE GRANTS 


We consider first the more extensive 
legislative grant. The National Con- 
gress has been given the power to legis- 
late on all matters relating to mining, 
the cinema industry, commerce,‘ insti- 
tutions of credit, and the electrical in- 
dustry, and to create a sole bank of 
issue.’ 

The whole domain of public health, 
with extensive police powers, is assigned 
to the Federal Government under a 
constitutional grant to the Congress to 
legislate “in regard to the general health 
of the Republic.” The result is that 
the states are deprived of their princi- 
pal powers of sovereignty in matters of 
public health, and a Federal dictator- 
ship of sanitation is created. The sani- 
tary authority is declared to be execu- 
tive, and its orders must be obeyed by 
the administrative authorities of the na- 
tion. Thus since the jurisdiction of 
the Federal agency embraces all general 
conditions of hygiene, leaving to the 
state and municipal authorities those 
sanitary matters which appear to be 
merely local, very little in reality is left 
to the states. 

The Mexican Federal Government is 
also given a control over education 
which is not enjoyed by the United 
States Federal authorities. Express, al- 
though not exclusive, power is delegated 
“to establish, organize, and support in 
all the Republic” schools of all classes 
and grades, and to make laws designed 


4 The law of December 14, 1883, gave to 
Congress the power to issue an obligatory 
Code of Commerce for all the Republic. 
Since then this has been a Federal matter. 
Gustavo Ornelas, La unificación de legislación 
penal y civil desde el punto de visto constitu- 
cional (Mexico, 1937), p. 26. 

5 Constitution of Mexico, 1917, Art. 73, X. 

6 Art. 73, XVI; Boletin del Departamento 
de Salubridad Pública, No. 3 (1926), pp. 5-9. 


to “distribute convenien-ly between the 
Federation and the states and munici- 
palities, the exercise of the educative 
function, and the economic apportion- 
ment due each public service, with the 
object of unifying and co-ordinating 
education in the whole Republic.” 7 
Although the control over education is 
understood to be a concurrent power, 
in fact, since the adopt:on of a consti- 
tutional amendment in 1934, the possi- 
bilities of Federal supremacy in the 
field of education are unlimited. To 


. date, however, the Federal Government 


has confined its energies very largely 
to the support of rural education. 
Jurisdiction “in matters of religious 
worship and outward ecclesiastical 
forms” is also vested exclusively in the 
national government (Art. 130). Be 
yond the right to determine the maxi- 
mum number of ministers of religious 
creeds according to the needs of each 
locality, the states exercise very little 
control over religious cults. Moreover, 
all property which formerly belonged 
to the Church, and all buildings which 
are used for ecclesiastical purposes, 
have been nationalized. In short, the 
control of religious cults in Mexico is 
almost exclusively a Federal matter.* 
Constitutional Article 27, which em- 
bodies new concepts of property rights, 
and Article 123, which seeks to emanci- 
pate the laborer, convey new and excep- 
tional powers to the Federal Govern- 
ment, particularly to the President. 
Since these grants epitomize the philos- 
ophy and vital objectives of the Revo- 
lution, it is readily understandable why 
their control and enforcement has been 
intrusted to the central authorities. 
There is little need here to do more 
than briefly indicate the extension of 
Federal control under these two articles. 


T Art. 73, XXV. 

8 See J. Lloyd Mecham, Church and State 
in Latin America (Chapel Hill, N. C., 1934), 
Ch. XVL 
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Article 27 makes the basic declara- 
tion that in the nation is vested direct 
and inalienable ownership of all sub- 
soil resources, which can be exploited 
only by means of concessions grarted 
by the Federal Government. Here is 
the constitutional basis of Mexico’s far- 
reaching nationalization program, which 
has been the cause of so much inter- 
national friction. Article 27 also pro- 
vides for a redistribution of lands—a 
power enjoyed by both the Federal and 
state governments. In practice, how- 
ever, the prosecution of the agrarian 
program, particularly as concerns the 
restoration of the ejidos, has been as- 
sumed by the Federal Government. 
The Federal support of the agrarian 
program is discussed by another con- 
tributor to this volume.° 

Likewise, still another contributor +° 
discusses the remarkable powers en- 
joyed by the central government in 
matters of labor relations. Suffice it 
to indicate at this point that the Con- 
stitution of 1917 originally authorized 
the Congress and also the state legis- 
latures to issue labor laws based on the 
necessities of the regions and without 
contravening the enabling article itself. 
This was altered, however, on August 
31, 1929, when the Federal Congress 
was given exclusive jurisdiction con- 
cerning workers and workers’ contracts. 
The reason for this was to harmonize 
and unify labor legislation throughout 
the Republic. 


INTERVENTIONIST POWERS 


Perhaps of even greater importance 
than the more extensive powers of legis- 
lation granted to the Mexican Federal 
Government when compared with those 
of the United States central govern- 
ment, is the larger measure of control 


9 Lucio Mendieta y Núñez, “The Balance of 
Agrarian Reform ” 
10 Vicente Lombardo Toledano, “The Labor 
Movement,” 
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vested in the national authorities over 
the state governments in Mexico. As 
if it were the manifest purpose of the 
framers of the Constitution to nullify 
their efforts in creating a federal state, 
they granted the Federal authorities ex- 
ceptional interventionist powers in state 
affairs. The most important of these 
are found in Article 76. Express power 
is given to the Senate 


to declare, when all the constitutional pow- 
ers of any state have disappeared, that the 
occasion has arisen to give to the said state 
a provisional governor, who shall call for 
elections to be held according to the con- 
stitution and the law of the said state. 
The appointment of such a governor shall 
be made by the Senate with the approval 
of two-thirds of its members present or 
during recess by the Permanent Committee 
by the same two-thirds majority from 
among three names (terna) proposed by 
the President. 


Moreover, the Senate is empowered “to 
adjust all political questions arising be- 
tween the powers of a state whenever 
one of them shall appeal to the Senate 
or whenever by virtue of such differ- 
ences a clash of arms has arisen to in- 
terrupt the constitutional order.” Most 
of the Federal interventions, as will be 
shown later, have occurred under the 
authorization of Article 76. It is to be 
noted that only in cases of political 
controversies within the states can the 
Senate intervene. 

On the other hand, if there is a con- 
flict between the powers of a state con- 
cerning the constitutionality of their 
acts, this is a question to be decided by 
the Federal Supreme Court. According 
to Article 105, “the Supreme Court of 
Justice shall have exclusive jurisdiction 
in all controversies . . . between the 
powers of government of any state as 
to the constitutionality of their acts.” 
Here is a grant of jurisdiction to the 
Federal judiciary unknown to the 
United States Constitution. 
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Closely coupled with the foregoing, 
in a listing of interventionist powers, 
is Article 122, which orders the Federal 
powers, in cases of insurrection or in- 
ternal disturbance within a state, to 
give it the necessary protection, pro- 
vided the legislature of the state, or the 
executive thereof if the legislature is 
not in session, shall so request. In the 
event that the Federal authorities are 
not petitioned for assistance by the 
state authorities, the President, by vir- 
tue of powers conferred on him by Arti- 
cle 89, can dispose the Federal forces 
for the domestic safety and the defense 
of the Union. Moreover, since the 
Constitution prescribes for the states a 
popular, representative, republican form 
of government, and since it requires 
that state governments be based on the 
principle of popular sovereignty, the 
President, under his oath to defend and 
enforce the Constitution, enjoys both a 
mandate and a sanction to enforce upon 
the states his own interpretation of rep- 
resentative and republican governments. 

Such are the principal constitutional 
clauses which facilitate Federal inter- 
vention in Mexico. We now turn to a 
consideration of their practical applica- 
tion. 


INTERVENTION IN PRACTICE 


The agency created by Congress to 
assist the President in keeping informed 
on state affairs is the Secretaria de 
Gobernacién. To one of the bureaus of 
the Secretaria is assigned supervision 
over subjects known as relaciones, in- 
teriores, the most important of these 
being “elections and conflicts between 
state authorities.” To it are sent re- 
ports, petitions, and complaints from 
local officials, political parties, candi- 
dates, and private citizens. This infor- 
mation is usually supplemented by re- 
ports of Gobernación agents sent to 
investigate local situations. On the 
basis of these findings the Secretaria de 


Gobernación tries to settle intrastate 
controversies by recommending a solu- 
tion. In the great majority of cases 
the recommendation of Gobernación is 
sufficient to settle the controversy. For 
example, in March 1925 a political con- 
flict in Tlaxcala arising out of the ex- 
istence of two legislatures, one made up 
of members of the Socialist party and 
the other of members of the Agrarian 
and Laborista parties, was solved by 
Gobernación in granting recognition to 
the legislature installed in the official 
legislative hall.“ Since recognition of 
the legality of a state zovernment is a 
requisite for the maintenance of rela- 
tions with the Federal Government, this 
is a powerful sanction enjcyed by Go- 
bernacién to impose its will upon the 
state governments. 

An important function of the state 
legislatures is to tabulate and announce 
the vote for governor. Since this func- 
tion is performed in a highly partisan 
fashion, and not necesszrily in harmony 
with the popular poll, the usual after- 
math of a gubernatorial election is the 
meeting of two or more legislatures each 
claiming to be the legal body, and each 
announcing the election of its favorite 
candidate as governor. Since it is all- 
important that the recognition of Go- 
bernacién be secured, the Federal 
Government is afforded an ideal oppor- 
tunity, and seemingly a legal one, to 
recognize the state administration which 
is most to its liking. Need one wonder, 
then, that the local authorities are sub- 
servient to the will of Mexico City? 

However, on occasion the dictum of 
Gobernación is rejected by the contend- 
ing local factions. Since the Secretaria 
has no authority to enforce its proposed 
solutions, it then will refer the matter, 
with all pertinent information, to the 
Senate. The arbitrariness and par- 
tiality of Senatorial intervention will be 
apparent in the following cases. 


11 El Universal, March 17, 1925, 
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SENATORIAL INTERVENTION 


In 1925 there was political conflict 
between Governor Elizalde of Aguas- 
calientes on the one hand and the state 
legislature and judiciary on the other. 
The Federal Senate, having been ap- 
pezled to by the legislature, requested 
the President to afford guarantees to 
the legislative and judicial powers of 
Aguascalientes. This the President did 
by lending the support of the Federal 
troops to the removal of the governor 
by the legislature.’* 

When a state election has not pro- 
ceeded according to the wishes of the 

, center, the Senate, acting on the advice 
of the President, will refuse to recognize 
the legality of the election and will de- 
clare the disappearance of constitu- 
tional powers. This calls for the ap- 
pointment of a provisional governor 
and the holding of another election un- 
der his auspices. Thus, in Chiapas in 
1924, the regular state election resulted 
in the establishment of rival legisla- 
tures, both appealing to Gobernación 
for recognition. Gobernación, after 
making an investigation, reported to the 
President that the elections were fraud- 
went, and advised another election. 
The Senate, acting on the advice of 
the President, declared that a state of 
anarchy existed in Chiapas. Then, 
irom a list of names submitted to it by 
the President, the Senate appointed a 
provisional governor under whose aus- 
pices another election was held. To 
insure the correct electoral results, the 
commander of the Federal troops in 
Chiapas, the so-called jefe de opera- 
ciones, was ordered to co-operate. 

From the foregoing illustration it 
will be noted that the Federal authori- 


12 Diario de los Debates de los Senadores, 
Oct 21, 1925, p. 5; ÆI Universal, Oct. 28, 
1925. 

13 Debates de Senadores, Dec. 18, 1924, pp. 
14-17, 
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ties assume the right to decide local 
elections. President Calles declared 
that it was the privilege of the Execu- 
tive to discover whether the state legis- 
latures were truly the rightfully’ elected 
representatives of the people, before 
establishing relations with them. In 
1927 the Supreme Court mustered up 
courage to declare that “no Federal au- 
thority may arrogate to itself the power 
to decide local elections of a state, nor 
even to place in question the decisions 
of the representative electoral col- 
leges.” 15 Needless to say, this opinion 
has not served as a deterrent to Fed- 
eral interventions in local elections. 


DISAPPEARANCE OF CONSTITUTIONAL 
PowERs 


The Senate declares the disappear- 
ance of constitutional powers when in 
fact not all, or perhaps not any, have 
actually disappeared. This is regarded 
as the greatest abuse of the interven- 
tionist powers. In spite of the fact 
that it was clearly understood in the 
Convention of Querétaro that the ex- 
istence of only the judicial power would 
render intervention impossible," in 
practice this is completely ignored. 
In 1927, President Calles commented 
that “the existence of solely the Judi- 
cial Power signifies nothing, for if it is 
certain that it remains as the nucleus 
of local sovereignty, it is also certain 
that it remains isolated and powerless 
to reconstruct the other powers.”?7 A 
grave abuse of the Senate’s power was 
the removal, in December 1935, of 
Callista governors in the states of So- 


14 Informes rendidos por el C. Gral. Piu- 
tarco Elias Calles, Presidente Constitucional de 
los Estados Unidos Mexicanos Ante el H. Con- 
greso de la Union (México, D. F., 1925), p. 8. 

15 Semanario Judicial de la Federación, 5° 
Epoca, XXXI, Pt. I (Nov. 19, 1927), pp. 
1495-1512. 

18 Lanz Duret, p. 217. 

17 Debates de los Senadores: Sesiones de la 
Comisión Permanente, Feb. 24, 1927, pp. 3-5. 
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nora, Sinaloa, Guanajuato, and Du- 
rango. After the break between Cár- 
denas and Calles, the former succeeded 
in getting rid of -pro-Calles governors 
by ordering the Senate to declare a dis- 
appearance of the’ powers because of 
seditious activities.*® 

All too often it is charged by the Sen- 
ate that a situation is violative of a 
state constitution and consequently it 
declares a disappearance of all consti- 
tutional order. It would appear that 
such a case would call for judicial set- 
tlement; but the President, with the 
acquiescence of the Senate, arrogates to 
himself the judicial power to interpret 
state constitutions. Experience shows 
that it would be quite futile to appeal 
to the courts, for they inevitably reject 
jurisdiction on the ground that the 
question is political, For example, in 
1926 the three deposed powers in Nuevo 
León appealed to the Supreme Court 
from the act of the Senate in according 
recognition to an independent legisla- 
ture. The appellants held that the 
granting or withholding of recognition 
was not within the competence of the 
Senate, and therefore the Supreme 
Court should grant them amparo. The 
Court, however, ruled that recognition 
was a political act, and consequently it 
had no jurisdiction.1® Because of the 
timidity of the courts (or should we 
say, because of their dependence on the 
Executive?) the political departments 
of the Federal Government are left to 
interpret their interventionist powers 
very much as they see fit. 


LIMITATIONS ON STATE AND LOCAL 
GOVERNMENTS 


Detailed provisions in the Federal 
Constitution determining the organiza- 


18 Francisco Torrado S., La Anticonstitu- 
cionclidad del Partido Nacional Revoluctona- 
rio (Mexico, 1936), p. 27; New York Times, 
Dec. 17, 1935. 

19 Semanario Judicial, XVIII, Pt. I (Jan. 
23, 1926), pp. 134-38, 


tion of state governments still further 
restrict their sphere of autonomous ac- 
tion. Article 115 requires that state 
governors, members of state legislatures, 
and municipal presidents and council- 
ors shall be directly elected and shall 
not be eligible for re-election in the suc- 
ceeding term. These limitations im- 
posed on elected state end local officers 
was the literal, if not practical, appli- 
cation, down to the very grass roots, of 
the Revolutionary slcgan, “Effective 
suffrage, no re-election.” 

Article 115 also provides that gov- 
ernors shall be native-born Mexican 
citizens, and natives of the states, or 
residents thereof for at least five years 
immediately preceding election. The 
Federal authorities have intervened to 
effect observance of this requirement. 

The minimum number oŻ representa- 
tives in the state legislatures is also 
fixed by constitutional mandate. Fed- 
eral enforcement of this requirement is 
illustrated by the case of Hidalgo. In 
1928 the Federal Constitution was 
amended reducing from fifteen to seven 
the minimum number of representatives 
who were to compose the state legis- 
latures. The state of Hidalgo reduced 
the number of its representatives with- 
out going through the formality of 
amending the state constitution. The 
Secretaria de Gobernactén warned the 
governor of Hidalgo that until the state 
constitution was amended the Federal 
Government would “not enter into offi- 
cial relations with the elected legisla- 
ture.” The constitution of Hidalgo 
was hastily amended.” Gobernación 
sent a similar warning to the governors 
of other states calling their attention to 
the necessity of amending their state 
constitutions before proceeding to a re- 
form of their electoral laws. On this 


20 Memoria de la Secretcria de Gobernación 
presentada al H. Congreso de la Unión (Mex- 
ico, 1931), p. 22; La Prensa, March 27, 
1931, 
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incident, one of the leading Mexico City 
newspapers editorialized as follows: 


The Federal Constitution which estab- 
lished in a definite manner the political 
relations that should exist between the 
center and the local authorities, obliges the 
Federal Executive to sustain a critical in- 
tolerance of all that is contrary to the 
spirit of the Constitution, When one of 
the governments of the states violates any 
of these fundamental dispositions, the in- 
difference of the Federal Executive Power 
can be interpreted as sympathy with the 
acts of that government, and as such will 
establish a dangerous precedent for the 
political harmony of the nation.?1 


State officials are bound to publish 
and enforce the Federal laws, and they 
are liable to impeachment by the Sen- 
ate on charges brought by the Deputies 
for violation or nonenforcement of the 
Constitution and the Federal Jaws. 
Since interference with the free exercise 
of the franchise in state and Federal 
elections is considered to be violative 
of the Federal Constitution, the ease 
with which state officials can be set 
aside by the impeachment procedure 
can be readily appreciated. 


VIOLATION OF MUNICIPAL FREEDOM 


The Federal Constitution is also spe- 
cific concerning the organization of mu- 
nicipal government and the guarantees 
of municipal freedom. One of the most 
important reforms accomplished by the 
Convention of Querétaro was the aboli- 
tion of the notorious jefe politico, a lo- 
cal centralizing agent of the Federal 
and state executives, who, under the 
Constitution of 1857 and during the 
Diaz regime, completely submerged mu- 
nicipal liberties.2* In a further effort 
to guarantee municipal liberty, Article 
115 provides that each municipality 


21 Excelsior, March 28, 1931. 

22 See J. Lloyd Mecham, “The Jefe Polftico 
in Mexco,” The Southwestern Social Science 
Quar., XT, No. 4 (March, 1933), 333-53. 
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shall be administered by a council 
(ayuntamiento) chosen by direct vote 
of the people; that municipalities shall 
enjoy juridic personality; and that they 
shall freely administer their own reve- 
nues which shall be derived from taxes 
fixed by the state legislatures. 

It should not be implied from the 
constitutional guarantees that munici- 
pal freedom has been established in 
Mexico. To the contrary, the charge is 
freely made that the old-time powers 
and practices of the jefes polfticos have 
been assumed by the state governors, 
who continue to manipulate municipal 
elections and impose municipal officials 
to suit their fancy.’ Superficially, the 
violation of municipal liberties by state 
authorities would not seem to be a mat- 
ter falling under the jurisdiction of a 
federal government. However, since 
the Federal Constitution of Mexico 
guarantees the autonomous municipal- 
ity, the Federal Government has seen 
fit to act as a watchdog over municipal 
liberties. 

In spite of the Federal guarantee of 
the free municipality, several of the 
state constitutions provide that the 
state legislatures shall decide contested 
municipal elections and withhold recog- 
nition from, or depose, local ayunta- 
mientos. When a municipal council is 
deposed, the governor appoints a pro- 
visional government called a junta de 
administración civil. The practice of 
deposing ayuntamientos became so 
abusive that the Federal authorities 
intervened. On September 3, 1935, the 
Secretarta de Gobernactén warned: 


Federal Government cannot consent that 
the local authorities should impede the 
municipalities in the exercise of their func- 
tions. This would be a subversion of the 
constitutional order which the Federal Gov- 
ernment is obliged to maintain in all the 
‘Union. 


28 Lic. Salvador Azuela, Derecho constitu- 
cional Mexicano (Mexico, 1936), p. 299. 
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Consequently the Federal forces were 
ordered to give ayuntamientos “com- 
plete guarantees necessary for the per- 
formance of their institutional mis- 
sion.” 24 

On June 14, 1938, the Supreme Court 
came to the support of the free munici- 
pality. An amparo had been granted 
to the municipal officials of Ixtlaltepec, 
Oaxaca, against the acts of the governor 
of the state, who, because of the al- 
leged inability of the ayuntamiento to 
elect a municipal president, had de- 
posed it and appointed a junta de ad- 
ministración civil. The Supreme Court 
held that in such a case the municipal 
ordinance should rule, and that there 
was no occasion for gubernatorial inter- 
vention.”® 

But in spite of the foregoing, munici- 
pal liberties continue to be violated by 
the state authorities, often, it is alleged, 
in conspiracy with the national admin- 
istration. This can be implied from a 
campaign speech, on November 12, 
1939, by presidential candidate General 
Juan Andreu Almazan, who pledged 
himself to the restoration of “ayunta- 
mientos whose existence does not de- 
pend on the governor or the legislatures, 
but solely on a vigilant citizenry who 
alone have the right to revoke their 
mandate when their representatives 
have failed in their duty.” 7¢ 


THE AMPARO A SUPPORT OF FEDERAL 
SUPREMACY 


We now proceed to a consideration 
of the important rôle of the judiciary 
as a support of Federal supremacy. 
Under Article 103 the Federal tribunals 
are given jurisdiction over “all contro- 
versies arising out of laws or acts of au- 
thorities when the latter infringe any 
individual rights,” also “all contro- 
versies arising out of laws or acts of 

24 El Nacional, Sept. 3, 1935 

26 Ibid., June 15, 1938. 

28 El Universal, Nov. 14, 1939. 


state authorities which invade the 
sphere of the Federal authorities.” 
This grant operates, by recourse to the 
ley amparo, to prozect the individual in 
his individual rights as enumerated in 
the first twenty-nine articles of the Fed- 
eral Constitution. In Mexico the Fed- 
eral bill of rights is a limitation upon 
both Federal and state au-horities. 

The ley amparo is a peculiar recourse 
in Mexican jurisprudence combining 
the essential features of the common 
law writs of kabeas corpus, certiorari, 
and mandamus. It is necessary to es- 
tablish a judicial process to prevent 
invasions into respective powers and at- 
tempts against individual rights. To 
secure this end, Mexico has instituted 
the Juicio Constitucional or Amparo. 

Since the Federal tribunals are given 
jurisdiction over all cases involving a 
violation of individual rights, and since 
amparo has been eszablished as the 
brake to restrain the abuse of these 
tights, it follows that amparo is an ex- 
clusively Federal writ. Another char- 
acteristic of amparo is that it seeks to 
grant relief to tke individual against 
the abuse of authority, it affords pro- 
tection to the citizen against the un- 
constitutional acts of officials, Federal, 
state, and local—and only against the 
acts of officials. Thus, when the Con- 
gress exceeds its powers and deprives 
someone of his rigats without due proc- 
ess, or infringes the reserved powers of 
the states, then the Supreme Court, by 
means of a writ of amparo, grants re- 
lief to the individual or the local off- 
cials against the acts of the Federal 
authorities. 

It is by means of the amparo, and 
only within the limits of the use of am- 
paro, that the Mexican Supreme Court 
can hold an act of the Mexican Con- 
gress to be unconstitutional, in the sense 
that it grants relief against the enforce- 
ment of the law in special cases.2?7 But 


2T Lanz Duret, pp. 185-86 
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it is to be noted that the amparo, as a 
judicial process to prevent the illegal 
invasion of the respective powers of the 
Federal and state governments, usually 
operates, since the courts are politically 
controlled, as a restraint upon the local 
governments alone. Very few are the 
instances in which the Supreme Court 
has granted amparo in restraint of the 
Federal authorities. 

According to Lic. Salvador Urbina, 
' the able and well-known commentator 
on Mexican constitutional law, there 
does not exist in Mexico ‘a judicial 
power as a sovereign entity. He calls 
it “the semi-sovereign judicial power.” 
He asserts that in controversies between 
two or more states, or between the pow- 
ers of one state, the action of the Su- 
preme Court is not independent, be- 
cause of its control by the Executive. 
The real judicial power is reduced to 
controversies between individuals. As 
concerns questions affecting the sov- 
ereignty of the people, such as legisla- 
tion concerning property, labor, social 
welfare, or taxes, “the Executive is the 
absolute master, and the judiciary en- 
joys only an illusory and tardy inter- 
ference by means of the amparo.” To 
illustrate his point Urbina cites the 
unique power given the Executive by 
Article 27 to declare null and void the 
thousands of contracts and concessions 
granted or concluded from 1876 to 1917 
respecting lands, waters, and natural re- 

sources. This signifies, he says, “the 
` exclusion of the judicial power whose 
intervention should be most necessary 
in any constitution which is based on a 
republican system of the separation of 
the powers.” 38 

Also, with respect to the agrarian 
program, the function of administering 
justice is given to the Executive, to the 
absolute exclusion of the judicial power, 
including the use of emparo.® This 

28 El Universal, Aug. 5, 1936. 

2 In 1937, Article 27, VIL was amended, 


amounts, in fact, as far as the agrarian 
laws are concerned, to a perpetual sus- 
pension of the guarantees. But the om- 
nipotence of the Executive over the 
judiciary is not all, as a brief descrip- 
tion of the predominant position of the 
Executive in the Mexican Government 
will show. 


EXECUTIVE DICTATORSHIP 


Lic. Salvador Azuela, a professor of 
law in the University of Mexico and an 
outstanding authority on constitutional 


law, says, “In Mexico, in reality, we 


live in a regime of absolutism—of the 
Executive Power.”®° Lic. Gabino 
Fraga, another constitutional authority, 
denominates the Mexican Government, 
because of the predominance of the 
Executive, the “presidential type.” 31 

It is the Mexican President’s facul- 
tades extraordinarias, or extraordinary 
powers, that enable him to become a 
dictator within the framework of the 
Constitution. The source of these pow- 
ers is in Articles 29 and 49. According 
to the first, 


in cases of invasion, grave disturbance of 
the public peace, or any other emergency 
which may place society in grave danger 
of conflict, the President ... with the 
concurrence of the Council of Ministers, 
and with the approval of Congress, or of 
the Permanent Committee in case Con- 
gress is not in session, shall have power to 
suspend throughout the whole of the Re- 
public, or in any portion thereof, such 
guarantees as shall be a hindrance in meet- 
ing this situation promptly and readily. 


Article 49 provides for a division of the 
powers into the legislative, executive, 
and judicial, and prohibits the union of 
two or more of these powers in the same 
authority, “nor shall the legislative 


giving the President authority to settle com- 

munal boundary disputes. Æ Universal, Feb. 

1, 1937. 

"a0 Azuela, Derecho Constitucional, p. 213. 
81 Gabino Fraga, Jr., Derecho Administra- 

tivo (Mexico, 1934), p. 205. 
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power be vested in one individual ex- 
cept in the case of extraordinary powers 
granted to the Executive, in accordance 
with the provisions of Article 29.” 

Article 29 does not mention a dele- 
gation of legislative powers or of extra- 
ordinary powers, but provides merely 
that the President shall apply certain 
norms or laws, or suspend others, in 
determined cases, without making this 
authorization in: any sense a delegation 
of legislative power.*? Yet, Article 49 
clearly implies that when an occasion 
arises which calls for a suspension of 
the guarantees, an exception is to be 
made to the constitutional mandate that 
the executive and legislative powers are 
to be kept separate. This has been the 
practical interpretation of extraordinary 
powers by the political departments of 
the government, and the judiciary has 
obediently acquiesced. 

In the very week that the Constitu- 
tion of 1917 was promulgated, Presi- 
dent Carranza was vested with extra- 
ordinary powers to legislate concerning 
the oil industry, the situation being de- 
clared a national emergency. The de- 
crees issued by the Executive under its 
extraordinary powers were claimed by 
the affected companies to have ema- 
nated from incompetent authority, and 
so they sought amparo in the courts. 
The Supreme Court, in denying am- 
paro, held the facultades extraordina- 
rias to be constitutional. Since all the 
attributes of the legislative power were 
not surrendered to the Executive, this 
did not represent a union of the two 
powers. Furthermore, the Court said, 
“this does not amount to a delegation 
of legislative power to the Executive, 
but is rather the co-operation or aid 
which one power gives another.” 33 


82 Constantino Ramón Múgica, Las facul- 
tades extraordinarias; nuestro derecho consti- 
tucional y la realidad polilica en nuestro pais 
(Mexico, 1936), pp. 19-20. 

88 Semanario Judicial, X, pp 1170-71. 


Although there has Deer. a great deal 
of argument in Mexico concerning the 
constitutionality of extraordinary pow- 
ers, the fact remains taat the President 
has many times been delegated the 
legislative function, and often in nor- 
mal times. In response to demands 
that the extraordinary powers be lim- 
ited to the exceptional cases mentioned 
in Article 29, a constitutional amend- 
ment was adopted in 1938 which pro- 
vided that “only in cases indicated in 
Article 29 does the Executive enjoy the 
extraordinary power to legislate.” ** 
This amendment has accomplished lit- 
tle, since it is stated in such vague 
terms. 

One of the delegates in the Conven- 
tion of Querétaro, 1917, said: 

Although the Constitution of 1857 did 
not expressly concede extraordinary powers 
to the Executive, this was annulled (by 
the practices of Judrez, Lerdo, and Dfaz); 
now that they are expressly conceded what 
will the result be? Cleerly, it will make 
for dictatorship!” 


This warning was correcz, for a gov- 
ernment of extraordinary powers is the 
negation of all constitutional systems, 
since the initiative, the personality, the 
ambition of one man zre all, and law 
counts for nothing. “This provision,” 
says Ramón Beteta, “permits the Presi- 
dent to tax the country without asking 
the consent of Congress, to put people 
in jail without a trial, and to be, in 
short, a veritable tyrant.” °$ 

In view of these extraordinary pow- 
ers, Beteta continues, 


we are now in a position to understand why 
it is so very difficult to De a good presi- 
dent in Mexico. We place in the hands of 


84 Ultimas Noticias, Aug. 12, 1938. 

35 José G. Urzua, Anti-constitucionalidad 
de las facultades extraordinarias (Guadalajara, 
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36 Ramón Beteta, “The Government of 
Mexico,” Lectures Before the Inter-America 
Institute (Claremont, California, 1929), p. 8 
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a single man almost omnipotent power. 
We charge him to be good, to be honest, 
to be true, and at the same time not to 
profit personally by the privileged position 
which we permit him to occupy. It is 
more than human nature can bear! 


Other legal and extralegal powers en- 
joyed by the President, which contrib- 
ute to the exaltation of the poder execu- 
tivo, can only be enumerated. The 
President has at his command the ma- 
terial force of the state: the army, the 
public treasury, and the bureaucracy. 
He is the supreme dispenser of favors; 
he appoints public officials. More- 
over, 


the Executive, by virtue of his position as 
a caudilo, exercises personal powers 
stronger than his legal powers. The “man 
on horseback” derives his power not so 
much from his official position, as from the 
fact that he is a popular hero. It is be- 
cause of these extralegal powers that the 
President of Mexico can rule Congress and 
put under his foot the Supreme Court of 
Justice?” 


THE FUNCTION OF THE ARMY 


A discussion of Mexican centraliza- 
tion without remarking on the rôle of 
the army would be sadly deficient. The 
Mexican army of more than 50,000 
troops is under the control of the Presi- 
dent, acting through the Ministry of 
National Defense. Mexico is divided 
into military zones, each under the com- 
mand of a Zone Commandant or Jefe 
de Operaciones Militares. In most of 
the state capitals are located zone mili- 
tary headquarters and the Federal bar- 
racks. The Jefes de Operaciones are 
perhaps the most important centraliz- 
ing agents of the central government, 
for they are always ready at a moment’s 
notice to execute on state administra- 
tions the will of Mexico City. When 
it comes to actual authority in local af- 
fairs, the Jefe usually overshadows the 

37 Ramon Beteta, of. cit, p. 7. 


governor. By virtue of the President’s 
power “to use the forces for domestic 
safety,” the Jefes are constantly em- 
ployed to coerce or remove recalcitrant 
state authorities, to impose decisions of 
the central government, and to “pre- 
serve order” during elections. Although 
prohibited by law from doing so, the 
Jefe de Operaciones actively partici- 
pates in state political issues, and, need- 
less to say, his “preservation of order” 
during elections usually insures results 
satisfactory to the national regime. 

It is a well-established fact that no 
presidential candidate can be- success- 
ful unless he has the army at his back. 
The army is still an acute necessity in 
Mexican politics, and there will not ke 
much democracy until it is replaced by 
a nonpolitical constabulary or militia. 
The Mexican army is a political in- 
strumentality; it is not designed for 
national defense against a foreign in- 
vader, but rather to preserve internal 
order and support the regime. Accord- 
ing to a well-known authority on Mex- 
ico, “the sole function of the Mexican 
army as at present constituted is to kill 
Mexicans for the sake of the preserva- 
tion of the central authority.” 3° 


THE Party SYSTEM 


There is a phrase attributed to Be- 
nito Juárez to the effect that if the 
Mexican Government does not make 
the elections, the elections will not take 
place. From this we can infer that if 
the Mexican people were politically ca- 
pable, their electoral function would not 
be confined to the ratification of results 
already determined by the national re- 
gime. We have already commented on 
the interference by the central authori- 
ties in local elections, but there remains 
to be discussed the party system and 
how completely it is subordinated to 
presidential control. Here, without 


88 H. I. Priestley, “Personalism in Mexican 
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doubt, is the principal extralegal in- 
strumentality at the disposal of the 
Executive to effect a personal dictator- 
ship. 

In Mexico there have never been (at 
least prior to 1929) political parties. 
The so-called parties have been per- 
sonalistic followings. From 1917 to 
1928 the Mexican dictators supported a 
system of a plurality of such parties, 
among which were usually distributed 
supporters of the regime. These parties 
launched their candidates, engaged in 
electoral campaigns, and after the bal- 
loting the expedientes would be sent to 
the dictator, who, “actuated by the im- 
pulses and resorts of an autocrat, would 
arbitrarily distribute among the parties, 
the triumphs and defeats.” 3° 

Then in 1928, imitating the example 
of contemporary states organized under 
the system of a dictatorship of a single 
party, General Calles abolished the plu- 
ral party system and founded the Par- 
tido Nacional Revolucionario in order 
better to control all adherents of the 
regime. General Calles explained the 
need for the Party on the ground that 
the death of Obregón had deprived 
Mexico of a caudillo, and that the time 
had arrived to change electoral methods 
to convince the people that they en- 
joyed a free vote, and that impositions 
were a thing of the past.t° This of 
course was not true, for Calles was him- 
self the new caudillo, the strong man of 
the Revolution. 

When the Partido Nacional Revolu- 
cionario was organized, other parties 
were not outlawed; but the P.N.R. was 
made the official party, and it was given 
such a tie-up with the government that 
it became the one party. For example, 
all public employees were required to 
belong to the Party. On January 25, 


38 Rodulfo Brito Foucher, “El sistema elec- 
toral Mexicano,’ Hoy, No. 64 (May 14, 1938), 
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40 Torrado, op. cit., p. 11. 


1930, President Portes Gil ordered a 
discount, in favor of tae P.N.R., on all 
salaries of government employees equal 
to one day’s pay for each month with 
thirty-one days.“ Thais act was se- 
verely criticized, since it denied to em- 
ployees the liberty of belonging to a 
party of their choice. Since the Portes 
Gil order was patently a denial of in- 
dividual liberty, it was revoked, to be 
continued, however, as an “understand- 
ing” which is fully comprehended by 
public employees. 

Theoretically, the Partido Nacional 
Revoluctonario, like its successor the 
Partido de la Revolución Mexicana, 
was a party with municipal, state, and 
national conventions to devise political 
programs and nominate candidates. In 
fact, it was an organ of the state, de- 
pendent on the Presidert, whose orders 
were received by the National Execu- 
tive Committee, which in turn trans- 
mitted them to inferior organs of the 
hierarchy. The acts of local conven- 
tions were constantly revised by order 
of the President. Since nomination by 
the P.N.R., like a Democratic nomina- 
tion in the South, meant an assured 
election, the interventions of the Na- 
tional Executive Committee so effec- 
tively controlled municipal, state, and 
Federal elections that with good reason 
it was called “the Ministry of Imposi- 
tions.” 


Tue P.R.M. SUPPLANTS THE P.N.R. 


In March 1938 the P.N.R. convoked 
a National Constituent Convention to 
organize a new party. The initiative 
for the convention, be it noted, came 
from the President alone, who was de- 
sirous of having the Party reflect the 
existence of the class struggle. In the 
words of Barba Gonzalez, former presi- 
dent of the P.N.R., “it was felt neces- 
sary that there be a union of all sectors 
against the aggressive manifestations of 
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capitalism.” *? The preamble of the 
constitution of the P.R.M. reads: 

The Party proposes, in a strict revolu- 
tionary sense, to serve loyally the cause of 
the emancipation of the proletariat, the su- 
preme aspiration being the triumph of so- 
cial justice. It considers that a firm class 
consciousness is the effective base for the 
unity of the wage earners.*® 


In accord with the presidential Hii 
the new party was declared to be the 
- party of the various “sectors”: workers, 
agrarians, soldiers, government employ- 
ees, end the middle class. Representa- 
tives of each sector were given the right 
to participate in the determination of 
party policy and in the nomination of 
candidates. The designation of the del- 
egates of the “unorganized sectors” is 
managed by the governors of the states 
and by local politicians following tradi- 
tional methods. The delegates of the 
labo” organizations are designated by 
their executive committees; and those 
of the army—nobody knows. 

The granting of representation to the 
army caused no little comment and pro- 
test. Excelsior commented: “For the 
first time in the history of our country, 
` the army, will intervene’ officially in na- 
tional politics.” ** However, said La 
Prensa, “there will be less danger of a 


cuartelazo when the army participates 


in politics. It represents itself. Its 
political participation signalizes a forti- 
fying of the revolutionary regime.” + 
When it was argued in the Federal Sen- 
ate that participation of the military in 
the new party violated the military 
ordinance, a member pointed out that 
this ordinance was habitually violated. 
He called attention to the fact that a 
number of the military were in the Sen- 
ate and the Chamber; that eighteen 
governors and various chiefs of depart- 


43 El Universal, March 31, 1938. 
48 Excelsior, April 3, 1938. 

«4 Excelsior, March 30, 1938. 

+5 La Prensa, Feb. 15, 1938, 


ments and ministries were military men. 
Since this was a fact, it was best to 
recognize it.“ 

Although the new party adopted cer- 
tain changes concerning membership 
and objectives, it is generally agreed 
that its tactics continue to be about the 
same as those of its predecessor, and 
that it merits the name given to the 
former party—the Ministerio de las 
Imposiciones. When the P.N.R. was 
supplanted by the P.R.M., Excelsior 
editorialized as follows: 


The P.N.R. was the only party; there is 
no record of its ever having lost an elec- 
tion. Its enemies were on occasion the 
victims of persecution. The P.N.R., in a 
word, was the gravedigger of effective suf- 


frage.*? 


To date, the history of the P.R.M. has 
been no different. It remains to be seen 
if the outcome of the present presi- 
dential campaign adheres to historical 
precedent. 


THE Srx-Year PLAN 


Having provided for the perpetuation 
of the Revolutionary regime by the cre- 
ation of an official party, the next step, 
also in emulation of European dictator- 
ships, was to employ this unified and 
highly personalistic party control for 
the social and economic unification of 
the country. Thus, the P.N.R., under 
the influence of the highly publicized 
Russian five-year plans, announced its 
own Six-Year Plan. 

First mention of such a plan came in 
May 1933, when General Calles said 
that: the hour had come to “formulate 
a detailed program of action for the 
period covered by the next six-year 
presidential term.” This proposal is 
supposed to have represented a move 
“on the part of the Calles right-wing 
leaders . . . to appease by promises 


48 El Gráfico, Jan. 26, 1938. 
4 Excelsior, March 30, 1938. 
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the demands of the left-wing elements 
for further reform.”** In December 
1933, such a program, or party plat- 
form, was drafted by the Convention of 
the P.N.R., and on January 1, 1934, it 
was formally inaugurated as official 
governmental policy. 

The Plan was represented as a “pro- 
gram that shall be a pledge to the Na- 
tion that a social, economic, and ad- 
ministrative policy shall be followed, 
through which the principles proclaimed 
when armed strife prevailed are to ma- 
terialize.” ** It reaffirmed the princi- 
ples of the Revolution with the purpose 
of revivifying waning Revolutionary 
spirits. Although influenced by the 
“political vogue in other countries of 
a tendency toward planned economy,” 
the Mexican plan bears but slight re- 
semblance to the Russian and Italian 
plans, because of the absence of care- 
fully calculated schedules for the pro- 
gressive attainment of future economic 
and social goals. On the other hand, 
because of certain crude schedules re- 
lating to a few subjects like education 
and communications, it departs from 
the ordinary party platform. The Six- 
Year Plan is neither fish nor fowl, but 
is as indigenously Mexican as is Mexi- 
can “Socialism.” 

Examination of the Plan, therefore, 
reveals a unique instrument designed to 
“step up” the revolutionary pace dur- 
ing the Cardenas administration, and 
to act as a propaganda vehicle to set 
forth the thesis of current Mexican rev- 
olutionary philosophy. This thesis, the 
Pian’s most important feature, is that 
“the Mexican State assume and main- 
tain a policy regulatory of the economic 
activities of the Nation.” °° The coup 

48 Charles A. Thomson, “Mexico’s Social 
Revolution,” Foreign Policy Reports, XU, 
No. 70 (Aug. 1, 1937), p. 115. 

49 Gilberto Bosques, The National Revolu- 
tionary Party of Mexico and the Six-Year 


Plan (Mexico, 1937), p. 129. 
50 Ibid., p. 131. 


de grâce was to be administered to 
prostrate states’ rights. 

With this keynote expressed, the Plan 
deals with the following subjects: agri- 
culture, labor, national economy, com- 
munications and public works, public 
health, education, government, army, 
foreign relations, finances, and commu- 
nity promotion. “Th: whole document 
is an enunciation of the policies an- 
nounced in the beginning of the Revolu- 
tion by the Constitction of 1917.” % 
It contains little that is new, and, as 
has been remarked, it is deficient in 
statistical schedules to measure prog- 
ress. Therefore, to 2valuate the suc- 
cess of the Plan is equivalent to testing 
the adherence of the Cardenas admin- 
istration to the basic revolutionary pro- 
gram. 


ACCOMPLISHMENTS OF THE PLAN 


By 1939 a considerable road-building 
enterprise had been completed, and in 
southern Mexico the railway system 
had been extended. Certain ports had 
been improved. A number of great ir- 
rigation projects had been completed, 
thereby reclaiming lands for new dis- 
tribution. Education, looking toward 
the incorporation of the Indian popula- 
tion in the nation, had been speeded up. 
Tlliteracy had been greatly reduced. 
The labor movement, which had pre- 
viously suffered serious reverses, had 
been revived by the sympathetic sup- 
port of a labor-minjed government. 
Following the beacon of economic na- 
tionalism as found in Article 27, the 
Cardenas government expropriated the 
oil industry, and limited and restricted 
foreign capital. But it was in connec- 
tion with the agrarian program that the 
greatest progress was made. More land 
was expropriated and given to the 


51 H. I. Priestley, “The Contemporary Pro- 
gram of Nationalization in Mexico,” The Pa- 
cific Histcrical Review, VII, No. 1 (March 
1939), p. 66. 
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peones than in all the preceding admin- 
istrations combined. Moreover,.a credit 
system was worked out to facilitate the 
progress of agrarian reform. In short, 
it can be said for the Cardenas admin- 
istration that not one of the revolu- 
tionary aims was neglected. This is to 
be contrasted with the fact that shortly 
before Cárdenas assumed power, the 
Revolution had been pronounced dead. 
Today there can be no doubt of its 
virility. 

But the enforcement of the revolu- 
tionary program has met with bitter 
criticism. A food shortage and higher 
commodity prices, disturbing conflicts 
resulting from the adoption of “social- 
istic’ education, paralyzing strike epi- 
demics, and a general business depres- 
sion have all been laid at the door of 
a planned economy. In spite of in- 
creasing criticism, the regime has not 
lost faith in the thesis of state inter- 
vention in social and economic affairs. 
Its only comment is that the Six-Year 
Plan did not go far enough. That de- 
fect was remedied by the Convention of 
the P.R.M. in November 1939. A Sec- 
ond Six-Year Plan was adopted, and 
was indorsed by General Avila Cama- 
cho, the Party’s presidential candidate. 
It is in the main a continuation of the 


first plan, but with more emphasis on 
the new state role of regulator. 

Different from the first plan, the Sec- 
ond Six-Year Plan will face what ap- 
pears to be a true test in the coming 
presidential election. It has been made 
the focal point of attack by those who 
disagree with the Party’s program. 
General Almazán, opposition candidate 
for President, assails the Second Plan 
as communistic. A group of independ- 
ent parties charge that it sounds the 
death knell of the small proprietor, 
seeks the destruction of national insti- 
tutions, destroys municipal liberty, and 
creates a socialistic state." An edi- 
torial in Æ Universal comments on the 
Plan as follows: “If the First Six-Year 
Plan has scarcely left us our shirts, 
the Second will leave us practically 
nude.” 58 

Whatever the outcome of planned 
economy in Mexico, it still will be true 
that an executive dictatorship will per- 
sist, because of, and in violation of, the 
Federal Constitution. Personalism will 
continue to be the determining factor 
in Mexican politics. 

52 El Universal, Nov. 19, 1939. 

58 Antonio Diaz Soto y Gama, “El Segundo 


Plan Sexenal,” El Universal, Nov. 15, 1939, 
I, 3. 
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Law and Justice 
By José Ariardz 


F JUSTICE is the giving to each 

his right and if the only recognized 
source of rights is the written law and 
contracts, then, in order to understand 
the general design of justice in a par- 
ticular country, we must study the or- 
gans which administer it and the proce- 
dure by which they are governed to that 
end. This means the study of the dif- 
ferent jurisdictions: (1) ordinary, (2) 
Federal, (3) juvenile, (4) constitu- 
tional over officials, (5) over the press, 
and (6) war or the military establish- 
ment; viewing each from the following 
aspects: (1) organization, (2) powers, 
(3) procedure, and (4) related provi- 
sions of the law. 

Space forbids a complete examina- 
tion of all these points. I shall there- 
fore limit myself to an outline of those 
organizations which, within the differ- 
ent jurisdictions, administer justice in 
Mexico. 

The rights and duties of individuals 
are declared by political law, criminal 
law, and private law. While to the ju- 
dicial power falls the application of 
criminal and private law, to the execu- 
tive belongs the application of the po- 
litical laws. By its protective judgment 
called ampero, the Supreme Court of 
Justice of the Nation has power to nul- 
lify or prevent the execution of laws 
or acts injurious to rights recognized by 
the Federal Constitution of the Repub- 
lic. The independence of the judicial 
and other powers is a constitutional 
principle. 

The laws relative to the organization 
and powers of courts, as also those re- 
lating to criminal procedure, are of a 
public nature and may not be modified 

1 The writ of amparo is discussed in the 


preceding article by J. Lloyd Mecham, “Mexi- 
can Federalism: Fact or Fiction?” 


by private individuals; on the other 
hand, the rules of private law may be 
disregarded at the will and with the 
consent of the persons involved, wher- 
ever and to the extent allowed by law. 

The political Constituticn of the Re- 
public establishes the foundations of 
the judicial power, its attributes, its 
functions, its organization, and its pri- 
méry division into: (1) ordinary mat- 
ters, that is, civil and criminal in the 
Federal District and Territories, as also 
in states; and (2) Federal matters, or 
those in which the Union has an in- 
terast.? 


JURISDICTIONS 

Ordinary 

Under the Organic Law establishing 
the judicial tribunals having ordinary 
jur:sdiction within the Federal District 
anc Territories, the judicial power is 
exercised by: (1) justices of the peace, 
(2) judges over juveniles, (3) judges 
of first instance in civil matters, (4) 
judzes of mixed jurisdiction, (5) judges 
ove: wards and guardians, (6) judges 
of execution, (7) arbitrators, (8) judges 
of criminal courts, (9) zuxiliary judges, 
(10) judges of the Superior Tribunals 
of _ustice, and (11) other officers and 
aids established by law. Tables 1 and 
2 set forth the organization and powers 
of these judicial officers. In the states, 
the organization of the judicial power is 
almost identical. 


Federal 

Since the country is organized with 
resp2ct to its internal affairs as a Fed- 
eral Republic of free and sovereign 
States, there exist, besides matters of 
ordinary or common concern, those 
which interest the Federation. The 

2 Constitution, Arts. 94 to 107. 
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TABLE 1—JvupiciaL ORGANIZATION HAVING ORDINARY JURISDICTION IN THE 
FEDERAL DISTRICT 


Name 


1. Superior Tribunal 


of Justice of the 
Federal District 


2. Civil Judges 


3. Judges of Guard- 
ians and Wards 


4. Judges of Execu- 


tion 


5. Criminal Courts 


6. Mixed Judges of 


First Instance 


7. Minor Judges 


Composition 


25 regular and 3 aux- 
iliary ‘‘ Magistrates.” 
Sit as a whole or in 8 
Chambers 


Single, with substi- 
tutes and staff; 14 in 
the Judicial District 
of Mexico 


Single, with substi- 
tutes and staff; 1 in 
each Judicial District 
of Mexico 


Single, attached to 
each court, civil or 
mixed, of first in- 
stance 


6 courts, each of 3 
judges, in the City of 
Mexico; 7 clerks and 
necessary staff 


1 in each Judicial 


District 


District of Mexico 
and at least 1 in each 
Judicial District of 
the Federal District 





1 in each ward of the 
City of Mexico (Dele- 
gacrones de Polscta) 
and 2 in each sub- 
urban police division 


14 in the Judicial | 


Appointment 


By the President of 


the Republic through 
the Secretary of the 
Interior (Gobernación) 


By the full Superior 
Tribunal of Justice 


By the full Superior 
Tribunal of Justice 





By the high ranking 
judge of each court 


By the full Superior 
Tribunal of Justice of 


the Federal District 





By the full Tribunal 


Powers 


In second instance or in 
appeals, civil and crimi- 
nal; in controversies as 
to jurisdictional powers; 
supervision over the 
good conduct of the 
courts 


Ex parte and conten- 
tious jurisdiction in- 
volving sums in excess 
of 1,000 pesos; initia- 
tion of proceedings of a 
criminal nature arising 
out of matters coming 
before them 


Matters relating to 
guardianship, supervi- 
sion of guardians, and 
protection of minors 


Execution of orders and 


final judgments and set- 
tlement of all matters 
relating to execution 


Ordinary (not Federal) 
criminal matters 


Ordinary (not Federal) 
matters, both civil and 
criminal 





By the full Tribunal 


By the full Tribunal 


Civil matters involving 
between 200 and 1,000 
pesos; issuance of letters 
rogatory 


Civil matters involving 
up to 200 pesos and of- 
fenses involving a sum- 
mons, fine of less than 
$50 or imprisonment of 
not more than 6 months, 
or both 
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TABLE 2—JupicraL ORGANIZATION HAVING ORDINARY JURISDICTION IN THS 
FEDERAL TERRITORIES 








Name Composition 





Appointment Powers 


















Single judge with 
clerk and staff 


1. Superior Tribunals 





2. Judges of First In- with 
stance in each Ju- 
dicial District cf 
the Territories 


Single judge 
clerk and staff 


3. Minor Judges Single judge with 
clerk and staff 

4. Justices of thej|Single judge with 
Peace clerk and staff 





5. Judges of Guard- 
ians and Wards 


Single judge with 


clerk and staff 





Mixed jurisdiction, civil 
and criminal. Appeals, 
complaints as to recog- 
niticn of parties; chal- 
lenges, claims, and con- 
flicte concerning judicial 
powers of the Districts 
within the jurisdiction. 
Supervision over the 
good conduct of the 
courts 


Federal Executive 


Superior Tribunal | 


Mixed jurisdiction, civil 
and crimina}, corre- 
sponding to that of the 
Civil Judges and Crimi- 
nal Courts of the Judi- 
cial District of Mexico 





Civil matters involving 
between 200 and 1,000 
pesos; isstance of letters 
rogatory 






Superior Tribunal 





Superior Tribunal | Civil matters involving 
up to 200 pesos and of- 
fenses involving a sum- 
mons fine of less than 


$50 oz imprisonment of 


not morethan 6 months, 
or both 
Superior Tribunal | Matters relating to 


guardianship, supervi- 
sion of guardians, and 
protection of minors 








courts having power over the latter 
are: 

I. The Supreme Court of Justice of 
the Nation, functioning either as a 
whole or in four separate chambers of 
five members each (for civil, criminal, 
and administrative matters and those 
relating to labor). 

The members of the Supreme Court 
are appointed by the President of the 
Republic, with the approval of the Sen- 
ate. This court hears: 


3 The memters of the Supreme Court are 
appointed for a term of six years, which is 


1. Controversies betw2en two or more 
states; those involving the powers of a 
single state with respect to the consti- 
tutionality of their acts; those between 
the Federation and one or more states; 
and all those in which the Federation 
may be a party; 

2. Contentions as to jurisdiction aris- 
ing between courts of the Federation, 





the same as the Presidents term, Conse- 
quently each President in effect appoints his 
own Supreme Court. See José Mijares Pa- 
lencia, H Gobierno Mexicano (Mexico, 1936), 
R 285. (Note by A. P. W) 
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between these and state courts, and be- 
tween the courts of one state and those 
of another; 

3. Appeals in actions of amparo (pro- 
tection) for violation of constitutional 
guarantees. 

II. Circuit Tribunals—of but one 
judge each—take cognizance on appeal 
of matters adjudged by district judges 
and of controversies arising between 
district judges within the jurisdiction. 

UI. For the better dispatch of busi- 
ness, District Courts are established for 
civil matters, others for criminal, others 
for administrative, and yet others for 
matters pertaining to labor. 

The Federal Courts have jurisdiction 
over: 

1. All civil and criminal controversies 
arising over the enforcement or appli- 
cation of Federal laws or treaties with 
foreign countries; 

2. Those involving maritime law; 

3. Those in which the Federation is 
a party; 

4. Those arising between two or 
more states, or a particular state and 
the Federation, as also those between 
the tribunals of the Federal District and 
those of the Federation or of a state; 

5. Those which arise between a state 
and one or more inhabitants of another 
state; 

6. Cases involving diplomatic or con- 
sular representatives. 


Public Ministry 


Article 102 of the Constitution 
charges the Public Ministry with the 
duty to prosecute all crimes before the 
courts, procure orders for the arrest of 
accused persons, obtain and present 
proof of their responsibility, see to the 
orderly conduct of trials with a view to 
the prompt and rapid administration of 
justice, and seek the imposition of 
penalties. 

The officers of the Ministry are ap- 
pointed and removed at will by the 


Executive and are under the direction 
of an attorney-general (Procurador 
general) who is assisted by local or dis- 
trict attorneys for the Federal District, 
states, and territories. 

The attorney-general intervenes per- 
sonally in all matters in which the Fed- 
eration is a party, in cases involving 
diplomatic agents and consuls-general, 
and in disputes between two or more 
states of the Union, between a state 
and the Federation, or between officials 
within a single state. In other cases he 
intervenes personally or through one of 
his agents. 

The attorney-general is legal adviser 
of the Government. 


Juvenile 


To prevent the corruption of juvenile 
delinquents by improper surroundings 
and to educate and remold them 
through helpful guidance into socially 
useful beings, the juvenile jurisdiction 
with its special courts was created. 
The procedure governing these is less 
strict, formal, and severe than in the 
ordinary courts. They employ methods 
appropriate to a parent or guardian to 
correct juvenile delinquents who have 
had a poor education or bringing up 
and who have not completed their eight- 
eenth year. 

In Mexico City there are two such 
courts, each composed of a lawyer, a 
psychiatrist, a doctor, and a teacher, 
who may be a woman. These are ap- 
pointed by the Department of Social 
Security (Prevención Social). Under 
the direction of the latter are all estab- 
lishments for the education, reform, and 
guidance of minors who come before 
the special courts. 

In the states similar courts exist. In 
localities where a district judge resides, 
the court is composed of (1) the dis- 
trict judge as president, (2) the Federal 
health office or clerk, or, if none, the 
highest ranking local health officer, and 
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(3) the Federal officer of education, or, 
if none, the highest ranking local officer 
of education. 


Over officials 


Deputies and Senators who incur lia- 
bility, whether for ordinary or official 
acts, may be legally prosecuted only by 
a special procedure. If they commit an 
ordinary offense, the Chamber of Depu- 
ties acts as a Grand Jury and deter- 
mines by an absolute majority of the 
votes of all its members whether there 
is or is not reason to proceed against 
the accused.* If none is found, no fur- 
ther action is taken; but the accused 
may be subjected to action when he 
ceases to be a member of the Congress. 
The decision of the Chamber in no way 
affects the merits of the accusation. If 
there is an affirmative vote of the Grand 
Jury, the accused member loses his seat 
and remains subject to action in the 
ordinary courts. 

When an offense of an official char- 
acter has been committed, the Senate 
acts as a Grand Jury, after a charge has 
first been brought by the Chamber of 
Deputies. If found guilty, the accused 
loses his office and, when deemed de- 
sirable, he is left to the ordinary au- 
thorities who may try and sentence him 
in accordance with law." Liability for 
official misconduct may be sought only 
during exercise of the office and one 
year thereafter.° 

This Congressional immunity in no 
wise implies that members of Congress 
are irresponsible. It merely rests upon 
the theory that they shall not be pun- 
ished for official or ordinary offenses 
while in office by popular election, at 
least unless the two Chambers consent. 
The procedure described above is based 
upon the immunity created by Article 
61 of the Constitution: “Deputies and 

4 Constitution, Art. 109, 


š Constitution, Art 111 
® Constitution, Art. 113 


Senators are not liable for opinions they 
express while in the performance of 
their duties, and they may never be ac- 
cused by reason of them.” 


Over the press 


Offenses committed through the press 
against public order cr the internal or 
external safety of the nation are always 
tried by a jury of seven persons chosen 
by lot. This body, called the People’s 
Jury, also passes upon responsibility for 
crimes and offenses of an official char- 
acter committed by officers or employ- 
ees of the Federation.’ 

Military 

For crimes of a purely military char- 
acter, committed by members of the 
military force, there exists the Military 
Jurisdiction. Military laws do not ap- 
ply to civilians, who therefore are not 
subject te military penalties imposed by 
military judges, Councils of War, or the 
Superior Military Tribunal. The or- 
ganization of this jurisdiction compre- 
hends the Public Military Ministry, the 
Official defenders, and the Department 
of Military Justice. When a civilian 
is involved in an infraction of a mili- 
tary character, the case comes before 
the appropriate civil acthority. 


PROCEDURE 


As it is impossible here to describe in 
detail the different legal procedures, I 
shall use as an example the Federal 
criminal procedure. This has four 
stages: 

1. Investigation preliminery to sub- 
mission of the case to tke courts. This 
includes those steps (information or de- 
nunciation, proof of criminal acts) nec- 
essary for the Public Ministry to decide 
whether or not to institute a criminal 
action. 

2. Preliminary examination (instruc- 
ción), which includes the steps taken 


T Constitution, Art. 111. 
e 
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by the courts to investigate the exist- 
ence of crimes, the circumstances of 
their commission, and the presence or 
absence of responsibility in those ac- 
cused. 

3. Trial, during which the Public 
Ministry: prosecutes the charge, and the 
accused presses his defense, before the 
courts, which weigh the evidence and 
pronounce the final sentence. 

4, Execution, which commences from 
the moment the court’s sentence be- 
comes final, and ends when the sanc- 
tions prescribed have been satisfied. 


LEGISLATION 


The President of the Republic, the 
Congress of the Union, and the legis- 
latures of the states have the right to 
initiate laws and decrees. When a bill 
does not originate exclusively in one of 
the two Chambers, it is debated suc- 
cessively in each according to the rules 
governing debate. On approval, the 
bill is transmitted to the Executive, who 
publishes it unless he has reason to ob- 
ject to it. If he rejects it within ten 
(working) days, it is sent back with his 
objections to the Chamber of origin, 
and after discussion, to the second or 
revisory Chamber. If approved by a 
majority, it is returned to the Executive 
jor publication. 

If the bill is rejected in whole by the 
revisory Chamber, it is returned to the 
Chamber of origin with a statement of 
the objections. If, after fresh examina- 
tion, it is approved by an absolute ma- 
jority of members present, it is sent 
back for further study to the Chamber 
which rejected it. If then approved, it 
goes to the Executive for publication; 
but if he disapproves, it may not be 
again presented during the same legis- 
lative period. 

If a proposed law or decree is re- 
jected in part, or modified or added to, 
by the revisory Chamber, the subse- 


8 Constitution, Art. 71. 
e 


quent debate by the Chamber of origin 
is confned to the rejections, amend- 
ments, or additions, and no change of 
any kind may be made in the approved 
provisions. If the additions or amend- 
ments made by the revisory Chamber 
are approved by an absolute majority 
of those present in the Chamber of ori- 
gin, the whole bill goes to the Executive 
for publication. 

If the additions or amendments made 
by the revisory Chamber are voted 
down by a majority of the Chamber of 
origin, they are returned to the revisory 
Chamber for consideration of the rea- 
sons, and if these are rejected by an 
absolute majority of votes, the bill, to 
the extent approved by both Chambers, 
is sent to the Executive. If the revisory 
Chamber, by an absolute majority of 
votes of members present, insists upon 
the additions or changes, the bill is not 
considered again until the following leg- 
islative period, unless both Chambers, 
by an absolute majority of the members 
present, agree to go forward with the 
bill with respect only to the approved 
parts, reserving the additions and 
amendments for study and vote at the 
following sessions. 

The procedure just described is also 
followed for the amendment or repeal 
of existing laws or decrees. 

Bills may originate in either of the 
two Chambers, with the exception of 
bills relating to loans, taxes, or the re- 
cruiting of troops, which must be de- 
bated first in the Chamber of Deputies. 

Legislative proposals are normally 
debated by the Chamber where intro- 
duced, unless a month elapses after be- 
ing referred to the Reporting Commit- 
tee without being reported out. In 
such case the bill may be introduced in 
and discussed by the other Chamber. 

The Federal Executive may make no 
comment touching matters before the 
Congress or either Chamber while func- 
tioning as an electoral body or a jury, 
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or while the Chamber of Deputies is 
considering the bringing of a charge 
against a high Federal official for mis- 
conduct in office. 


PERSONAL GUARANTEES 


According to the subject matter, leg- 
islation is civil, criminal, commercial, 
military, juvenile, or otherwise; but ev- 
ery law must respect the personal guar- 
antees set up by the Constitution in 
accord with the maxim: “Nullum cri- 
men, nulla poena, sine praevia lex.” 
These guarantees are as follows: 

Article 13. No person shall be tried 
by private laws or special courts. No 
person or associated body may enjoy 
privileges or emoluments greater than 
those representing compensation for 
public service as fixed by law. Military 
jurisdiction is restricted to offenses and 
omissions affecting military discipline. 

Article 14. No law shall be given 
retroactive effect to the prejudice of 
any person. 

No person may be deprived of life 
or liberty or of his property, possessions 
or rights, save by trial had before courts 
previously established, in which shall be 
observed all essential procedural for- 
malities and in conformity with laws 
enacted prior to the commission of the 
act. 

In criminal cases, no penalty may be 
imposed either on analogy or weight of 
reasoning, but only such as are pro- 
vided by a law specifically applicable to 
the offense in question. 

In civil causes final judgment shall 
conform to the letter or to judicial inter- 
pretation of the law, and in the absence 
of the latter, it shall be based upon gen- 
eral principles of law. 

Article 16. No one may be molested 
in his person, family, place of abode, 
papers or possessions except upon writ- 
ten order, issuing from the competent 
authority and stating the legal basis 
and reasons for the proceeding. No 


warrant of arrest or detention shall 
issue save upon judicial authority 
preceded by complaint, accusation or 
information of a specific act legally pun- 
ishable by imprisonment or severer pen- 
alty (pena corporal) and unless such 
warrant is supported ky a declaration, 
under affirmation of truth, made by a 
trustworthy person or by other evidence 
rendering probable the guilt of the ac- 
cused. However, as a sole exception in 
instances in flagrante delicto any per- 
son may apprehend the offender and his 
accomplices, handing them over with- 
out delay to the custody of the nearest 
authority. 

Every search warrant must issue from 
the judicial power and Le in writing. It 
shall state the place to be searched, the 
person or persons to be arrested and the 
objects sought. To these the procedure ' 
must be strictly confined. At the con- 
clusion of the search, a detailed minute 
thereof shall be drawn up in the pres- 
ence of two witnesses nemed by the oc- 
cupant of the place searched or, in their 
absence or upon their refusal, by the 
officer performing the search. 

Administrative authorities may enter 
places of abode solely to determine com- 
pliance with sanitary and police regula- 
tions; or to demand inspection of books 
and papers to prove the observance of 
fiscal requirements. In such cases in- 
spection is subject to the laws governing 
such acts and to the formalities pre- 
scribed for the search warrant. 

Article 17. No one may be impris- 
oned for a purely civil debt. No person 
may take the law into his own hands or 
commit violence to reclaim his rights. 
Courts shall be open to administer jus- 
tice at the places and times fixed by 
law. Their service shal. be free, and, 
therefore, court costs are prohibited. 

Article 18. Detention is allowed 
only for crimes punishable by imprison- 
ment or severer penalty (pena corpo- 
ral). The place of detention shall be 
o. 
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distinct and entirely separate from that 
provided for the serving of sentences. 

Article 19. Detention may not ex- 
ceed three days, unless justified by an 
order of formal imprisonment which 
shall state: the crime imputed to the 
accused; the elements constituting it; 
the place, time and circumstances of 
its commission and the facts disclosed 
by the preliminary investigation, which 
must be sufficient to prove the corpus 
delicti and render probable the guilt of 
the accused. For breach of this provi- 
sion, the authority ordering the deten- 
tion or consenting to it shall be held 
responsible, as also the agents, aids, 
wardens and jailers who execute it. 

Every trial must proceed solely 
against the crime or crimes stated in 
the order of formal imprisonment. If 
in the course of trial it appears that a 
crime has been committed other than 
that charged, it must be the subject of 
a separate accusation, without preju- 
dice, however, to subsequent joinder of 
the actions if advisable. 

Every form of harsh treatment dur- 
ing arrest or imprisonment, every mo- 
lestation inflicted without legal justi- 
fication, every exaction or contribution 
levied in prison, constitutes an abuse 
to be corrected by law and repressed by 
the authorities. 


In criminal trials 


Article 20. In every criminal trial 
the accused shall have the following 
guarantees: 

I. Immediately on demand he shall 
be set at liberty,’ under bail in a sum 
not exceeding 10,000 pesos, according 
to his personal circumstances and the 
seriousness of the crime imputed to him, 
provided that such crime is not punish- 
able by a penalty of more than five 
years’ imprisonment. No other require- 
ment shall be demanded of him than 
the placing of the sum fixed at the dis- 
posal of the proper authority or the giv- 
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ing of a sufficient bail bond either per- 
sonal or secured by a lien or land. 

II. He shall not be compelled to tes- 
tify against himself; hence, denial of 
communication with him or any other 
means to this end are strictly prohib- 
ited. 

HI. He shall receive notice at a pub- 
lic hearing, within forty-eight hours af- 
ter having been taken into custody, of 
the name of his accusor and the nature 
and grounds of the accusation, in order 
that he shall understand clearly the 
punishable act attributed to him and 
be able to answer the charge, such act 
constituting his preliminary statement. 

IV. He shall be confronted with the 
witnesses who testify against him, and 
if they are present at the place of trial, 
they shall give their evidence before 
him in order that he may question them 
in any proper way in his defense. 

V. The witnesses and other proof of- 
fered by him shall be heard and re- 
ceived. He shall be allowed such time 
as the law deems necessary for this pur- 
pose and shall be aided in obtaining 
the appearance of the persons whose 
testimony he seeks, provided they can 
be found in the place of trial. 

VI. He shall be tried in a public 
hearing by a judge or jury of citizens 
able to read and write, inhabitants of 
the place and District in which the 
crime was committed, whenever pun- 
ishable by more than a year’s imprison- 
ment. In all cases crimes committed 
through the press against public order 
or the external or internal safety of the 
Nation, shall be tried by a jury. 

VII. He shall be furnished all infor- 
mation which he seeks for his defense 
and which appear from the record. 

VIO. He shall be tried within four 
months if the crime is punishable by 
imprisonment not exceeding two years; 
and within one year if the maximum 
penalty exceeds this term. 

IX. He may be heard in his defense, 
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either personally or through one in his 
confidence, or both, as he desires. In 
case he has no person to defend him, he 
shall be presented with a list of the 
public defenders in order that he may 
choose one or more acceptable to him. 
If the accused does not desire to name 
defense counsel, after having been 
called upon to do so at the time of 
making his preliminary statement, the 
judge shall name a public defender for 
him. The accused may name his de- 
fense counsel as soon as apprehended 
and shall have the right to have him 
present at every stage of the trial; 
but he is under duty to require his ap- 
pearance as often as may be neces- 
sary. 

X. In no case may imprisonment or 
detention be prolonged for failure to 
pay the fees of defense counsel or to 
make any other payment arising out of 
civil liability or other similar cause. 

Furthermore, detention may not be 
prolonged beyond the maximum period 
fixed by the law for the offense giving 
rise to the suit. 

The period of detention shall be com- 
puted as part of every prison term im- 
posed by sentence. 


Penalties 


Article 21. The imposition of penal- 
ties belongs exclusively to the judicial 
power. The prosecution of crimes is 
the function of the Public Ministry and 
the Judicial Police, who shall be under 
the authority and immediate direction 
of the former. To the administrative 
power belongs the punishment of 
breaches of governmental and police 


regulations. Such punishment shall 
take the form solely af fines or deten- 
tion not exceeding thirty-six hours. 
But if the offender does not pay the 
fine imposed, it shall be increased corre- 
spondingly to detention not exceeding 
fifteen days. 

If the offender is a workman or day 
laborer, he may not be punished by a 
fine exceeding his daily wage or pay 
computed for a week. 

Article 22. Mutilation, infamy, 
branding, flogging, beating, torture of 
any kind, excessive fin2, confiscation of 
property or other unusual or excessive 
punishments are forbidden. 

Confiscation of proparty shall not be 
construed to mean the attachment and 
application of all or a part of a person’s 
property under judicial authority to the 
satisfaction of civil liability arising out 
of the commission of a crime or to the 
payment of taxes or fines. 

The death penalty for political of- 
fenses is prohibited. In the case of 
other crimes it is permitted only for 
treason against the fataerland in a for- 
eign war, parricide, homicide done with 
treachery, premeditation or for gain. 
arson, kidnaping, highway robbery, pi- 
racy and serious crimes cf a military 
character. 

Article 23. No criminal trial may be 
heard through more than three in- 
stances. No person may be twice tried 
for the same crime, whether he has been 
first acquitted or condemned. The 
practice of discharging in the course of 
trial without rendering a definitive 
judgment of guilt or innocence is pro- 
hibited. 


José Almardz ts professor of criminal law in the 


National University of Mexico. 


He has drafted a 


number of important laws, including the Proyecto cel 


Cédigo Penal del Trabajo. 


He has served as Mm- 


ister Plenipotentiary of Mexico in various countries, 
and is a former president of the Assoctation Inter- 
nationale de Droit Pénal (Paris). 


The Lao Movement 


By VICENTE LOMBARDO TOLEDANO 


ROM the period of the Aztec em- 

pire to the beginning of the nine- 
teenth century, the condition of the 
common man in Mexico remained sub- 
stantially the same. For him, even the 
conquest of Mexico by the alien Span- 
ish race meant little more than a change 
of masters; for the privileged classes 
whom he now served—the dignitaries of 


the Roman Catholic Church, the officers. 


of the royal army, and the nobles and 
politicians come from Spain—merely 
took the place of the priestly and mili- 
tary caste and the native nobility whom 
he had served in the Aztec period. 


From INDEPENDENCE TO THE 
REVOLUTION 


After three centuries of colonial servi- 
tude, Mexico won its independence from 
Spain and for a brief moment it looked 
as if the cause of the common man 
might be served by this upheaval. Un- 
derneath the surface struggle for na- 
tional independence was going on an- 
other struggle to improve the economic 
condition of the masses. They were 
ably championed by the priest, José 
Maria Morelos, whose program of re- 
form may be regarded as the forerunner 
of the social plans of contemporary 
Mexico, and they gave invaluable sup- 
port to the upper classes in winning the 
war. 

Again, however, the common man 
was forgotten. Although political inde- 
pendence was established, the social 
and economic structure of Mexico re- 
mained the same as in colonial times. 
There had merely been a change in the 
personnel of the privileged classes, in 
which Spaniards were replaced by Cre- 
oles. and mestizos. The Church was 
still the principal landowner, and the 
secular government was still the pro- 
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tector of the Church and the other priv- 
ileged classes. 

About the middle of the nineteenth 
century this exploitation of the Mexican 
masses led to the great social movement 
known as the Reform. Its leader, 
Benito Juárez, deprived the Church of 
its property, dissolved religious and sec- 
ular associations, and established, as 
the norm of the social life of the coun- 
try, the principle that individual rights 
are the basis, and their preservation is 
the purpose, of social institutions. The 
liberal ideas of the French Revolution 
were dominant in the economic and so- 
cial life of Mexico; and the Reform, 
which paved the way for the first mani- 
festations of modern industrial life in 
Mexico, also wrought a radical change 
in the ideas that oriented the public 
conscience, for old religious dogmas 
gave way to scientific principles. 

The work of Benito Juárez was fol- 
lowed by the long administration of 
General Porfirio Díaz. The growth of 
commerce between Mexico and the 
United States and Europe paved the 
way for the investment of foreign capi- 
tal in extractive and processing indus- 
tries and in railroads. At the same 
time, however, a combination of legal 
enactments resulted in depriving the 
Indian communities and the mestizo 
peasants of the land rights that they 
had enjoyed in the pre-Spanish period 
and that had been respected to a cer- 
tain extent even by the Spanish colonial 
authorities. Even the towns lost their 
lands, which passed into the possession 
of an ever smaller group of landlords. 
The latter, together with the agents of 
large foreign capitalist enterprises, were 
the actual directing force in the politi- 
cal life of the country. In this manner 
the Diaz regime became the protector 
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of a Mexican feudal caste and of the 
imperialistic forces of the United States 
and England. 


THE REVOLUTION oF 1910 


The prolonged dictatorship of Por- 
firio Diaz provoked a popular revolt in 


1910, during the celebration of the cen- . 


tenary of the beginning of the Mexican 
war for independence. Like the strug- 
gle of 1810, this great popular move- 
ment, though apparently political, was 
actually motivated by imperious eco- 
nomic demands—the old demands that 
had never been satisfied. Nevertheless, 
the first leader of the Revolution, Fran- 
cisco I. Madero, was in no hurry to 
meet these deep-seated desires; indeed, 
the conqueror was soon vanquished by 
the same forces that had profited by the 
Diaz regime and were now supported 
by the intervention of the United States 
in the domestic affairs of Mexico. 

Madero’s assassination and Victoriano 
Huerta’s rise to power through violence 
and crime gave the Revolution a clearer 
perception of its own ideals; for out of 
the effort to restore the constitutional 
order disrupted by Huerta’s military 
coup emerged in full clarity the pro- 
gram of Jand for the peasants, freedom 
of association for labor, and the right 
of laborers to strike and, by this means 
and otherwise, to improve their eco- 
nomic condition. 

Diaz’s army, which had not been dis- 
solved by Madero, was finally routed 
by an army improvised by the people. 
Profiting by the experience of this 
armed conflict, the leaders analyzed the 
popular demands that had arisen while 
it was going on, and determined to re- 
vise the Constitution, which had been 
in force since the time of Juárez. Ve- 
nustiano Carranza, chief of the people’s 
army, accordingly called a constituent 
congress, which drew up a new political 
charter for the country. This went 
into effect in May 1917. 


From the point of view of form of 
government and economic regime, the 
new Constitution was a replica of the 
one that it supplanted; but it estab- 
lished some new precepts of great sig- 
nificance. Among these were the resti- 
tution of land and water rights to the 
communities that had possessed them in 
the colonial period, and the donation of 
land to groups of peasants who lacked it 
and had never had legal title to it. As 
for the workers, the Constitution estab- 
lished the right of association, the right 
to strike, the reduction of working 
hours, a minimum wage, the protection 
of expectant mothers, and other provi- 
sions of equal importance. And as for 
the public interest of the Mexican peo- 
ple as a whole, the Constitution estab- 
lished the principle that the nation pos- 
sesses the original title not only to the 
land but also to the subsoil; and as a 
corollary, it established tke idea that 
the state has the right to impose on pri- 
vate property such restrictions as may 
be required in the public interest. 


THE WORKERS’ SYNDICATES 


Under the dictatorship of Porfirio 
Diaz, the development of labor unions 
had been impossible. In January 1907, 
on the occasion of a strike declared by 
the workers in the textile industry, Diaz 
handed down a decision which in ef- 
fect placed the workers in a state of 
tutelage and recognized the right of the 
employers to treat labor as they saw fit. 
The Penal Code of that period de- 
scribed strikes and the organization of 
syndicates as crimes. 

The Revolution of 1910 created an 
atmosphere favorable to the establish- 
ment of the first syndicates. These 
were fostered in Mexico by the anarcho- 
syndicalist doctrine preached by Span- 
ish workers who had come to Mexico; 
and their headquarters, the Casa del 
Obrero Mundial (House of the Workers 
of the World), was a kiad of seminary 
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that sent forth the first propagandists 
of the class conflict. 

The armed groups that fought 
against the army of Diaz drew their 
recruits from among the peasants and 
the workers. This is what made it pos- 
sible not only to establish the principles 
of social order in the Constitution of 
1917 but also to convcke congresses 
which tended to unify in a single na- 
tional organization the local syndicates 
of various parts of the country. 

From the third of this series of con- 
gresses grew the first central syndical 
organization of Mexico, the Confedera- 
ción Regional Obrera Mexicana, com- 
monly known as the C.R.O.M. Its 
constitution abandoned the anarcho- 
syndicalist doctrine, accepted the theory 
of the class conflict and the future abo- 
lition of private property, and contem- 
plated multiple action, both syndicalist 
and political, for the purpose of attain- 
ing its ends, both immediate and future. 


Procress AND DECLINE oF C.R.O.M. 


In the administrations of General 
Alvaro Obregén (1921-24) and Gen- 
eral Plutarco Elias Calles (1924-28) 
the Mexican labor movement made 
considerable progress, not only in the 
number of syndicates formed but also 
in the political power of a united prole- 
tariat. The first industrial syndicates 
were formed; the original groups were 
integrated along national lines and the 
former guild system was abandoned; 
the first collective contract for all the 
textile mills was negotiated; laws were 
adopted to give effect to Article 123 of 
the Constitution, which is a veritable 
Magna Charta of labor; and the mass 
of workmen became thoroughly familiar 
with syndical life. 

Nevertheless—and this was to have 
incalculable consequences for the future 
—the masses did not develop a con- 
sciousness of their historic role. Since 
the organization leaders did not orient 
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the workers in regard to the theory of 
the class conflict and the immediate and 
ultimate objectives of the proletariat, 
the false notion was conceived that the 
participation of several members of the 
C.R.O.M. in the government was a 
truly revolutionary device which would 
make it possible to effect the transition 
from a bourgeois society to a socialist 
society without a great crisis. 

About the middle of his administra- 
tion, General Calles changed his atti- 
tude toward the program of the Mexi- 
can Revolution. He abandoned the 
Agrarian Reform, tried to stifle the 
workers’ claims, and yielded to the de- 
mand of the great imperialist enter- 
prises of the United States that Mexico 
should go on being a semicolonial coun- 
try without the rights of a genuinely 
sovereign nation. The working masses 
were not adequately prepared to strug- 
gle against this change of attitude on 
Calles’ part; and their leaders, instead 
of explaining to them the real signifi- 
cance of the change, preferred to keep 
their political positions rather than 
come into conflict with the halting ad- 
ministration. “From that moment the 
decline of the C.R.O.M. set in, for it 
had ceased to be a force in the defense 
of the proletariat. 


Callismo 


On the death of General Obregón, 
who had been the principal leader of the 
army and also the strongest political 
leader in the country, General Calles, 
supported by the Wall Street bankers, 
became master of the situation in Mex- 
ico. He governed it without legal re- 
sponsibility through the National Revo- 
lutionary Party (P.N.R.),? a party 
which he had created for this purpose 


1 The reader may recognize in this passage 
an allusion to Dwight Morrow’s mission to 
Mexico, 1927-30. (A. P. W.) 

2 This party is discussed in Mecham’s and 
Parkes’s articles in this volume, (A. P. W.) 
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and by means of which pretended elec- 
tions of the principal government off- 
cials were held. It was in this way 
that, at the end of his own presidential 
term, Calles was able to designate the 
next three presidents who followed him: 
Emilio Portes Gil, Pascual Ortiz Rubio, 
and Abelardo Rodriguez. 

The term Callismo is used with per- 
fect justice in referring to this period 
of Mexican history. The period is 
characterized by the failure of the gov- 
ernment to support either the essential 
program of the labor movement, the 
completion of the Agrarian Reform, or 
the national struggle of Mexico against 
the foreign economic forces that have 
interfered, sometimes illegally, in its 
domestic concerns. 

In this period the labor movement 
split into several factions; but at the 
same time a true class consciousness 
was developed among the most expe- 
rienced syndicates, and for the first 
time Calles’ conduct began to be criti- 
cized publicly and the masses were pre- 
pared for a future course of action that 
would secure to the proletariat the 
strength and dignity that it had almost 
lost. 


REVIVAL OF THE PROLETARIAT 


The first important central syndical 
organization that gave evidence of the 
revival of the Mexican proletariat was 
the General Confederation of Workers 
and Peasants of Mexico (Confederación 
General de Obreros y Campesinos de 
México), which united the majority of 
the syndicates of the old C.R.O.M., 
some that had never belonged to it, and 
others recently established as a result of 
the growth of industry in the country. 

The C.G.0.C.M. made a clear, pub- 
lic statement of the balance sheet of the 
Revolution. It asked for the continua- 
tion of Agrarian Reform and a revision 
of the labor laws. It demanded that 
the right to strike should be respected, 


and opposed compulsory azbitration of 
strikes without the consent of the work- 
ers. It also demanded educational re- 
form, denounced the existing electoral 
processes as farcical, and exposed the 
National Revolutionary Party as a bu- 
reaucratic organization which was op- 
posed to the interests of the genuinely 
revolutionary elements în Mexico. 

The revival of the proletariat was 
followed by a revival of the political 
conflict. The election of a President 
for the term 1934-40 was zt hand, and 
the best elements of the revolutionary 
sector and the working class in general 
were tired of supporting the tyranny of 
Calles. These were the circumstances 
that led to the candidacy of General 
Lazaro Cardenas, which originated in 
the very group connected with the out- 
going administration. 

From the very first, Cardenas’ candi- 
dacy showed so much strength and was 
welcomed so enthusiastically by the sec- 
tors of public opinion which were bent 
upon a renovation of political leader- 
ship and procedure that Calles tried to 
claim the credit for the nomination. 
But as soon as Cardenas—who was 
elected by an overwhelming majority— 
began to function as President, it be- 
came a matter of common knowledge 
that the former dictator was engaged 
in a struggle with the new Chief Execu- 
tive, who made himself the spokesman 
of the people. 

In the manner of all cictators on 
their way out, Calles tried to make the 
new President feel his authority; and 
hardly had Cardenas begun his admin- 
istration when Calles publicly threat- 
ened to drive him out of office if he 
abandoned the halting policy that 
Calles himself had advocated in recent 
years. This threat provoked a popu- 
lar protest, especially on the part of 
the proletariat. The true extent of 
Calles’ loss of power was scon exposed 
and, utterly beaten, he fled the country. 
es 


52 THE ANNALS OF THE AMERICAN ACADEMY 


Calles’ threat produced another im- 
portant result, for it led to the union of 
the principal labor forces of Mexico. 
With the C.G.0.C.M. as the nucleus, a 
Committee of National Proletarian De- 
fense was organized in June 1935, and 
it was charged with the duty of sum- 
moning a congress of national unifica- 
tion for the purpose of revising the 
tactics of the labor movement and for- 
mulating a program that would enable 
the mass of laborers to win real benefits. 


C.T.M. 


The congress for the national uni- 
fication of the proletariat, held in Feb- 
ruary 1936, resulted in the formation of 
the Mexican Confederation of Labor 
(Confederación de Trabajadores de Mé- 
xico). Commonly called the C.T.M., 
this is the most important labor or- 
ganization ever formed in Mexico, both 
in the number of its constituent ele- 
ments and also in its program and the 
tactics that it has employed. 
composed of national industrial syndi- 
cates and local federations of syndicates 
in all the economically important re- 
gions of the country. In other words, 
its organization is both vertical and 
horizontal, and in this respect it corre- 
sponds to the realities of Mexican eco- 
nomic life, which embraces at one ex- 
treme such survivals of the colonial 
period as household manufactures, and 
at the other extreme, large factories of 
the most modern type. 

In carrying out its program of re- 
form in the interests of the laboring 
class, the C.T.M. has made very great 
progress with its collective labor con- 
tracts. It has not only increased the 
number of contracts that are obligatory 
and that affect the principal industries, 
but has also increased the obligations of 
employers under these contracts even 
beyond’ the point established by law. 
It has succeeded in extending the op- 


eration of the labor laws to a host of 
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persons who were previously beyond the 
pale, and has raised the minimum wage 
in every state in Mexico. 

As for the enforcement of the labor 
laws, the C.T.M. has succeeded in ex- 
tending Federal jurisdiction to such an 
extent that at the present time the Fed- 
eral Government intervenes in almost 
every important labor dispute. To 
complete the process, it has initiated an 
amendment of Article 123 of the Con- 
stitution whereby the enforcement of 
labor legislation would be vested solely 
in the Federal Government, to the ex- 
clusion of the state governments. If 
the amendment is adopted, the social 
and political power of the Mexican la- 
bor movement will be increased and the 
economic development of the whole 
country will be healthier, since it will 
no longer encounter the obstructions 
that are daily raised in its path in some 
parts of the country by the intervention 
of conflicting authorities in economic 
and social problems. 

Without any question, however, the 
C.T.M. is most sharply differentiated 
from all previous labor organizations in 
Mexico by the fact that, with the em- 
phatic support of President Cardenas, 
it has been able to make its influence 
felt in many of the principal aspects of 
the whole national economy. The only 
exception occurred during the first stage 
of the proletarian movement, for at that 
time the sole purpose of the labor or- 
ganizations was to improve the eco- 
nomic condition of their own members. 

In contrast with this, the syndicates 
of the C.T.M. at the present time par- 
ticipate in the operation of many Mexi- 
can industries in a variety of ways. 
They manage the national railways; 
they have a share in the management 
of the nationalized petroleum industry; 
they manage street railways, busses, and 
other municipal services; and they con- 
trol many sugar mills, among which are 
four of the largest, and in a few years 
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the whole production of sugar cane will 
be in their hands. They have several 
small textile mills, and they manage the 
only Mexican ships that are engaged in 
commerce in the Gulf of Mexico. Or- 
ganized as co-operatives, they exploit 
many of the natural resources of the 
country, including the subsoil. In this 
phase of the struggle of the proletariat, 
the proportion of failures has been in- 
significant, 

The C.T.M. is also distinguished 


from its predecessors by the fact that. 


it is the first organization representing 
the Mexican proletariat whose program 
extends to the consideration of national 
problems. Since Mexico is a semicolo- 
nial country, with many vestiges of the 
old feudal regime, the struggle for the 
emancipation of the laboring class is 
intimately bound up with the struggle 
for the economic emancipation of Mex- 
ico itself. In accordance with this the- 
ory, there is no matter of national in- 
terest in which the C.T.M. does not 
intervene, and in the solution of the 
principal problems it co-operates either 
by a timely statement of its opinion or 
else by more positive action. For these 
reasons the C.T.M. has been indisso- 
lubly united with the people of Mexico 
in the history of the last few years. 
Another distinctive characteristic of 
the C.T.M. is the fact that for the first 
time in history it has effectively united 
the Mexican Jabor movement to similar 
movements in other parts of the world. 
The C.T.M. is a member of the Inter- 
national Federation of Trade Unions; 
and the efforts that it had been making 
since it was organized were largely re- 
sponsible for the establishment of the 
Latin American Confederation of Labor 
(Confederación de Trabajadores de 
América Latina) į to which it belongs. 


8 This Confederation was formed at Mexico 
City in September 1938, and the author of 
this article was elected its first president. 
(A. P. W.) 


In recent years, thanks to the efforts 
of President Cárdenas tke Mexican 
Revolution has advanced at a more 
rapid rate than ever bečore, and it has 
aroused opposition in many quarters, 
both at home and abroad. in this criti- 
cal period, the C.T.M. has taken the 
lead in explaining the true purposes of 
the Revolution and in exposing the 
falsehoods leveled against Mexico by its 
traditional enemies in Europe and 
America. 

As champion of the struggle for the 
complete independence of Mexico and 
as one of the leaders of the interna- 
tional proletarian cause, the C.T.M. 
unquestionably occupies a position in 
the vanguard of the workers of the 
world. 


AGRARIAN REFORM AND THE LABOR 
MOVEMENT 


In the opinion of President Cárdenas, 
the only proper solution of tke problem 
of the rural population——which is the 
principal social problem of Mexico—is 
to turn over the land under scientific 
cultivation to the wage laborers on the 
great estates. The application of this 
highly significant principle has wrought 
a profound transformation in Mexican 
economy, which must have tremendous 
consequences in the future. The Agrar- 
ian Reform is no longer designed merely 
to break up the great estates, to in- 
crease the wages of the peons, and to 
emancipate the wage-earning peasants. 
Its principal object now is to make ag- 
ricultural production—which is the 
basis of the whole national economy— 
rest ultimately upon exploitation of the 
soil by Mexican peasants. 

To appreciate the significance of this 
policy, it must be remerabered that be- 
fore it was adopted, the Agrarian Re- 
form had not been applied to the chief 
centers of agricultural production in 
Mexico. Now, however, they have 
passed into the hands of the peasants, 
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who in a few brief years have shown 
that President Cárdenas’ decision was 
based not only on abstract justice but 
also on an appreciation of the great 
mental and moral aptitude of the peas- 
ants for the great revolutionary task of 
transforming the semifeudal structure 
of Mexican society. 

In conformity with the same princi- 
ple, the primitive methods of cultivation 
now in use will give way within a few 
years to the most advanced methods of 
modern agriculture. This in turn will 
transform the Mexican peons into la- 
borers under a system of industrialized 
agriculture; and when they have thus 
won an economic and social situation 
comparable to that of the urban work- 
ers, the two groups will be bound to- 
gether in an even firmer union. 


MEXICAN DEMOCRACY 


The movement for the economic in- 
dependence cf Mexico has been ac- 
companied by an important change in 
political methods. The traditional cau- 
dillismo * of Mexico, which was based 
on the opinions and will of a chief, has 
gradually given way before the develop- 
ment of an increasingly robust public 
conscience among the principal organ- 
ized groups of the people: the workers, 
the peasants, and the soldiers. Na- 
tional policy is no longer today, as it 

4 Caudillismo is discussed in the article in 
this volume by H. B. Parkes, “Political Lead- 
ership in Mexico.” (A P. W.) 


was only a few years ago, the policy of 
one man, but the policy of a program, 
and this program is contained in the 
following purposes: to liquidate feudal- 
ism, to win complete independence for 
Mexico, and to organize the principal 
sectors of the people and give them the 
control of the country. This is democ- 
racy as it was born of the Revolution 
and has been defined in the last five 
years; and it is creating a new social 
order in Mexico. It is not a mere de- 
mocracy of formulas and laws, but a 
vital democracy, whose purpose is to 
improve the condition of the people in 
every aspect of life. 

The C.T.M. has been one of the most 
important organizations that have 
fought for these principles; and it took 
part in the formation of the new Party 
of the Mexican Revolution,’ which is 
the electoral instrument of the three 
principal sectors of the people: labor- 
ers, peasants, and army. While the 
present crisis has destroyed even the 
pretense of democracy in so much of 
the rest of the world, democracy in 
Mexico has ceased to be a mere collec- 
tion of constitutional precepts and has 
become a force that is raising up a new 
Mexico. But for the developments de- 
scribed in the preceding pages, this 
achievement, so full of significance for 
Mexico and the rest of the world, would 
hardly have been possible. 

5 This party is discussed in the other articles 
i this volume mentioned in note2 (A.P.W) 
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Production of Wealth in Mexico 


By CHESTER LLOYD JONES 


NTHUSIASTIC foreigners and 
even some well-informed Mexi- 
cans still speak of Mexico as a land of 
extraordinary resources the exploitation 
of which has only begun. They repeat 
well-worn declarations to the effect that 
“the Mexican is a beggar seated on a 
bag of gold” and that his country is 
“the treasure house of the world.” 
Those who know the country better 
are less sanguine. They remember that 
what is now Mexico was the seat of a 
civilization already old when America 
was discovered, and that the population 
then as now was concentrated in the 
central plateau, the region of greatest 
agricultural possibilities, which was al- 
ready well exploited for crops which 
were the same when Cortés conquered 
the country as they are today. They 
realize that Mexico is not a “new” 
country in the sense that it contains 
large agricultural areas waiting to be 
broken by the plow, or rich unexplored 
mining areas which could be brought 
into yield by human effort plus small 
capital. They know that the Republic 
has not the varied products which could 
easily be made the foundation of a 
large industrial development, and that 
it lacks large supplies of iron ore, coal, 
and water power on which a heavy in- 
dustry might depend. Mexico is an 
“old” country, not a “new” one, and it 
is an area of limited natural endow- 
ment. The easily won riches have al- 
ready been brought into yield. Their 
further development and the creation 
of new wealth in lines now of minor im- 
portance demand training in modern 
techniques, which the population lacks, 
often in marked degree. It demands 
also the investment of large amounts of 
capital and the application of skillful 
management, 


CLIMATIC AND AGRICULTURAL 
CoNDITIONS 


The general economic position of the 
country is clear even to the casual vis- 
itor who compares what he sees as he 
travels through it with what he observes 
in better favored areas. If he goes from 
the United States to Mexico he may 
pass through regions of diversified agri- 
cultural and industrial development 
such as are found in New York and 
Pennsylvania. He may cross regions 
of varied and extensive agriculture in 
the Middle West and the South, with 
their pasture lands grazed by well-kept 
dairy and beef cattle, and -heir fields 
growing cotton, corn, wheat, and other 
grains. When he has crossed into 
northern Mexico, all these are left be- 
hind him. Long stretches of dry land 
dotted by ranches and cccasional sim- 
ple villages of single-room or two-room 
houses meet his eye. 

The northern half of Mexico is in- 
deed a dry area. The government 
charts show that most of it has an- 
nually less—in large areas much less— 
than 14 inches of rain falling in from 
30 to 60 days. This scanty precipita- 
tion is often bady distrikuted over the 
seasons. ‘These conditions do not com- 
pare favorably with the rainfall of from 
32 to 39 inches falling in say 120 days 
per year reported for the middle west- 
ern portion of the United States. The 
territory of what are now the northern 
Mexican states was very sparsely in- 
habited before the Spanish conquered 
the country and introduced tae Euro- 
pean animals and grains which made 
possible its exploitation as a grazing 
and light agricultural area. Except in 
a few favored and irrigated sections, it 
still carries few cattle; its crop yields 
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are low, and its population, though not 
dense, crowds the food supply. 

As the traveler enters the central 
plateau, milder temperature and greater 
rainfall are found. Cultivation and 
farm animals are more in evidence, and 
the population becomes more dense. 
Agriculture is less diversified and cattle 
less well bred and cared for than in the 
United States, but here is the part of 
Mexico greatest in production of the 
foodstuffs on which the population must 
live. 

If the visitor descends to the coast 
he finds some regions receiving too 
much rain, and others receiving even 
less than do the arid regions of the 
northern interior which he has left be- 
hind. They are unattractive for agri- 
cultural development except in certain 
irrigable areas suited to specialized 
crops such as sugar and tropical fruit. 
Farther south lie the highlands of Chia- 
pas, in large part an area producing for- 
est products, cattle, and coffee, but the 
south is still not a major contributor to 
Mexican wealth. 

All in all, a first survey of Mexico 
indicates it to be a country of limited 
and specialized agricultural resources 
which have been only partly brought 
into yield by a population not yet in 
full touch with modern methods. Ad- 
vance in foodstuff production is still 
possible, but there are no great areas 
which await development. Though the 
Republic has an area about equal to 
85 per cent of the land of the United 
States east of the Mississippi River, its 
corn crop, the greatest reliance for food 
for man and animals, is less than a 
sixth of the average crop of Iowa. 
Wheat and beans are next in yield, but 
the wheat yield is about one-fifteenth 
of that of Kansas, and the bean crop 
one-twelfth of that of Michigan. 


MINERAL RESOURCES 
What the casual visitor to Mexico 


usually does not see is the mineral 
riches of the country. Their develop- 
ment has done much to create the im- 
pression that Mexico is a country of 
exceptional resources, though their ex- 
ploitation has had little influence in 
bringing prosperity to the average citi- 
zen. Ever since the period of the Con- 
quest, Mexico has been one of the 
world’s greatest producers of silver, and 
through long periods she has ranked 
as the premier silver country of the. 
world. 

In colonial days and through much 
of the republican period, silver in Mex- 
ico was mined for itself. More recently 
it has come to be produced largely as a 
by-product of base metal production. 
Of the total world silver production 
since 1493, now roughly sixteen billion 
ounces, Mexico has produced about 
seven billion. In current years, stimu- 
lated by the silver buying policy of the 
United States, Mexican yield has been 
well maintained. In 1937, in a world 
production of 276 million fine ounces, 
Mexico made the greatest single con- 
tribution, totaling 88 million ounces, or 
about a third of the world yield. Only 
a small part of the metal produced is 
retained in the country, and the export 
value of silver in recent years has ap- 
proximated 30 per cent of the value of 
the total exports. But silver now plays 
no major role in world markets, and 
leadership in its production brings less 
advantage than formerly. 

Base metals have also had a striking 
development with the introduction of 
modern methods of exploitation since 
the opening of the century. Copper, 
zinc, and lead, all often exploited in 
the same mines as silver, have been the 
leaders. All are distinctively export 
items. These, with gold and the minor 
metallic items, often make up over half 
of the national exports. 

Petroleum and its products have be- 
come one of the leading sources of new 
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wealth in Mexico since 1900. In con- 
trast to the metals, a large part of the 
petroleum produced is used within the 
Republic. Still, the oil and by-products 
exported have reached almost 20 per 
cent of the total exports, making the 
share of all mineral products in the 
shipments abroad over 70 per cent. 


FOREIGN INTERESTS 


Mexico is thus a country which in its 
international exchanges is heavily de- 
pendent on mining and oil-working ac- 
tivities. This circumstance has become 
increasingly unacceptable to those di- 
recting Mexican national policy. It is 
argued that at best, mining is an “ex- 
haustive industry,” and that the na- 
tional interests demand conservation of 
the local resources for the Mexicans 
now living and for generations to come. 
It is said that as mining activities are 
now carried on, they bring small advan- 
tage to the people of Mexico, since the 
yield is exported and the profits of the 
developments go to foreigners who have 
furnished the capital for operation and 
who own the mines and, until recently, 
the oil wells. National interest, it is 
felt, demands nationalization of the 
mineral and petroleum resources. 

How far this sort of argument is 
justified by the capital movements 
which have actually taken place is at 
least doubtful. Certainly many of the 
mining and oil ventures have yielded 
their owners little, and in such cases the 
foreign capital invested has produced 
no drain on the national economy. No 
serious study has been made to deter- 
mine whether the total outflow of prof- 
its on foreign capital bas, over the 
years, exceeded the inflow of capital 
going into developmental enterprises. 
Indeed, many among both Mexicans 
and foreigners believe that even in re- 
cent years the inflow of fresh money 
has exceeded the payments to foreigners 
from mining and all other enterprises. 


Looked at from other than the na- 
tionalistic point of view, the continued 
development of Mexican mineral wealth 
presents a number of interesting prob- 
lems. Mexican authorities admit that 
the time when bonanza mines could be 
discovered and developed with small 
capital has passed. New mines may be 
found, but they must operate low-grade 
ores and make their profits through the 
economies of large-scale operations. 
Often they will be in inaccessible places 
in which the problems of fuel, water 
supply, and communication will be dif- 
ficult and expensive to solve. They will 
demand technical services of high char- 
acter. Capital for setting up the plants 
and for operating them will be difficult 
if not impossible to secure from na- 
tional sources. Similar limitations are 
present in the development of petro- 
leum. 

A restrictive national policy may 
therefore check current cperations, dis- 
courage new ventures, and seriously cut 
down the national income from the min- 
eral industries. In addition, under such 
a policy the treasury may find its reve- 
nues cut down by the falling off of 
royalties, production taxes, export taxes, 
and the customs receipts on the imports 
which the exports make possible. 

Complaints are frequently heard in 
Mexico that the mineral activities ex- 
haust the national resources. Of course 
this is true whether development occurs 
in foreign or national hands. In the 
form in which the conservation argu- 
ments usually appear, they serve as a 
supplement to the attack on foreign 
ownership rather than as a real policy 
of saving the mineral wealth for future 
generations. 

Encouragement of “national” enter- 
prises is desired, but national capital 
hesitates to enter new ventures, and is 
of such small amount that what it could 
do in any case is severely limited. The 
only way to secure consistent develop- 
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ment with adequate financial and tech- 
nical support seems to be to continue to 
rely on the co-operation of the for- 
eigner. This is incompatible with the 
nationalistic ambitions of the govern- 
ment. Should a thoroughgoing con- 
servation policy be followed even to a 
limited degree in the mining and petro- 
leum areas, the income of both indi- 
viduals and the government would fall. 


AGRICULTURAL RESOURCES AND THE 
AGRARIAN PROGRAM 


The importance of mining in the na- 
tional economy should not be allowed 
to obscure the facts that Mexico is pri- 
marily an agricultural country and that 
the prosperity of the great mass of 
Mexicans depends and will continue to 
depend upon the possibility of expand- 
ing and diversifying the yield of their 
fields and pasture lands. 

That this is true is recognized by the 
government, which in recent years has 
given major attention, in the develop- 
ment of its policies, to measures in- 
tended to encourage small landhold- 
ings.1 These have been fostered in the 
belief that they will eliminate the social 
unrest among the heretofore landless 
workmen, increase agricultural produc- 
tion over that attained on the ineffi- 
ciently worked large landholdings, and 
raise the standard of living of the agri- 
cultural laborer and thus help to make 
him more truly a citizen. Here, too, as 
in mining activities, one of the objects 
of national policy is to discourage the 
investment of capital by foreigners and 
to promote the ‘“Mexico-for-the-Mexi- 
cans” standard in land ownership. 

The program has met with political 
difficulties of both domestic and inter- 
national nature, and, thus far at least, 


t The agrarian program is analyzed here 
only as to its effect on the production of 
wealth. It is discussed more fully in another 
article in this volume, “The Balance of Agrar- 
jan Reform.” 

s 


has not economically justified the hopes 
of its sponsors. In the first place, the 
land suitable for agriculture, especially 
agriculture on small holdings, is limited. 
Only about 6 per cent of the total area 
is reported as “cultivated,” and this 
portion lies largely in the central pla- 
teau, already relatively densely inhab- 
ited. To give land to all those entitled 
to it under current legislation would re- 
quire splitting up even moderate sized 
properties in the central plateau and 
the settling of many of the grantees in 
other agricultural areas in the lower 
coastal lands or in the north. Projects 
of these latter sorts are not acceptable 
to the Indian farmer, who has a strong 
loyalty to his neighborhood or patria 
chica. Further, this resettlement would 
establish the grantees in regions de- 
manding unfamiliar agricultural tech- 
nique, and, in the north, as a rule on 
lands unsuited to small-scale farming. 

A second difficulty lies with the In- 
dian himself and the conditions under 
which his land grant has been assigned 
to him. If he is given land cultivable 
in the traditional manner, he can and 
often does achieve good results, as is 
shown on many of the old and new vil- 
lage holdings. Usually if he is to ob- 
tain the best results he will need, over 
long periods, guidance as to how to use 
his Jand to make it produce more than 
has been possible under the routine 
practice with which he is familiar. Of- 
ten he will need advances of credit for 
seeds, animals, and implements which, 
since he cannot mortgage the acres as- 
signed, he cannot secure without help. 
The reform governments have sought to 
bridge these gaps. Efforts have been 
made to teach the Indians better meth- 
ods of seed selection and to encourage 
them in the diversification of crops. 
Banks supported by the government 
have been created to lend to the new 
farmers. Co-operatives have been en- 
couraged to which also loans are made. 
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TABLE 1—REPORTED YIELDS OF CERTAIN CRops In Mexico? 
1910 | 1921-25 | 1926-30 | 1931-35 | 1935 1936 
Subststence Crops 
Corn (Thousand bushels) 81069 | 84,646 | 73,559 | 74,280 | 65,925 | 65,196 
Rice (Thousand bushels) 3,593 2,079 3,913 3,168 3,456 4,221 
Beans (Thousand bushels) 6,469 5,738 5,664 5,025 4,446 3,914 
Commercial Crops 
Coffee (Thousand pounds) | 56,853”) 76,580 | 89,083 | 89,932 | 107,1C5 | 103,109 
Sugar (Thousand pounds) | 356,268 | 429,236 | 450,643 | 537,626 | 712,000 | 650,357 
Chickpeas 
(Thousand bushels) 38¢ 2,121! 2,537 2,225 2,480 1,589 
€ Metric tons 3192! only 


The program for creating the new 
farming class has not only affected pro- 
duction upon the lands expropriated for 
them. The larger landowners have hes- 
itated to lay out capital on their re- 
maining properties through fear that 
after the improvements have been made 
the lands in question may be taken for 
new village settlements and the capital 
thus lost. 


Economic RESULTS OF THE AGRARIAN 
PROGRAM 


Whether in the long run the parcel- 
ing of lands will result in a greater pro- 
duction of agricultural wealth is still 
not clear. Critics allege that the tradi- 
tional habits of the Indians tend to 
make the yield of the divided lands 
average less than it does under the 
“hacienda” regime. The Indian, it`is 
said, produces only tbe crops with 
which he has been familiar, tends to 
work on a self-sufficiency basis, and 
produces little if any surplus beyond 
his own needs. 

That this may be true for a time, 
until tbe agricultural educational pro- 
gram “takes hold,” seems to be pos- 
sible and even probable. Only time 


2 Compiled from United States Department 
of Commerce, Commerce Yearbook, 1926, VoL 
I, “Foreign Countries”; and United States 
Department of Commerce, Foreign Commerce 
Yearbook, issues of 1936, 1937, and 1938. 


can tell whether in the long run the 
inefficiency of small-ho-ding economy 
will be greater than the generally ad- 
mitted inefficiency of management of 
the large holdings. 

As far as actual current yield is con- 
cerned, it seems clear that the agricul- 
tural program has disappointed its 
sporsors. Government representatives 
who formerly claimed the contrary now 
admit that the returns indicate that 
there will be a considereble lag before 
the hoped-for increase in production 
can occur. 

Statistical comparisons, when they 
use the figures reported in the Diaz 
regime, are of doubtful value. Cen- 
suses were then taken in only a casual 
manner, and the crop totals reported in 
the :ocalities were often based on little 
more than “general information and be- 
lief?’ The years following 1910 also 
were a period of such continued dis- 
turbance of public order zhat close esti- 
mates of crop yields were impossible. 
Since 1920, and especially since 1925, 
greater accuracy is claimed for the gov- 
ernmental reports; but they still do 
not show encouraging agricultural re- 
turns. 

Mexican crops are to Ee divided into 
two classes: first, the subsistence crops 
raised by the small operator, such as 
corn, rice, and beans; and second, com- 
mercial crops, usually grown on larger 
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properties and less affected (or until 
recently not affected at all) by the agra- 
rian program. On the basis of the re- 
turns, the former show declining, the 
latter increasing, yields. 

The most serious of the declines 
shown in the years covered by Table 1 
is in corn, which is the staff of life of 
the Mexican people. The as yet un- 
published returns for later years are re- 


ported to show a rise in corn in 1937. 


followed by a sharp decline in 1938 at- 
tributed in different dstricts to restric- 
tion of sowings, lack of rain, frosts, and 
the distribution of land. The bean crop 
continued to decline in both years.” If 
the statistics are to be relied upon, the 
agrarian program has. been accompa- 
nied by a sustained falling off in pro- 
duction of the supplies on which the 
common people live. This decline is of 
greater significance because the number 
of mouths to be fed in Mexico has in- 
creased from 15,160,369 in 1910 to an 
estimated 19,154,092 in 1937. 

Evidently judgment must be reserved 
as to the success of the agrarian pro- 
gram as an agency for the increase of 
the national wealth. It seems possible 
indeed that the statisics may overesti- 
mate the declines which have actually 
occurred, since the reports of yields on 
the smaller holdings and possibly on 
others may still be inaccurate. Defend- 
ers of the governmental measures com- 
ment that the food supply of the com- 
mon people must have improved, since 
it is no longer possible to count the ribs 
of country children by looking at them 
as they pass! On the other hand, what- 
ever may have been gained psychologi- 
cally through the appeasement of lanc 
hunger, the reform program is still far 
from eliminating hunger as a constant 
threat to the great mass of Mexican 
people. 

3 National Bank of Mexico, Review of the 
Economic Situation of Mexico, Feb. 1939, p. 


8-9. 
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MANUFACTURING 


Manufacture in Mexico plays a mi- 
nor part in the creation of the national 
wealth. Beginnings were made in the 
encouragement of local industries in the 
Díaz regime and even earlier, and siz- 
able undertakings came into existence, 
especially in the production of textiles, 
metals, lumber, paper, tobacco, and 
beverages. The governments following 
the Revolution have sought to encour- 
age other lines of national production, 
with measurable success. 

The most important limitation which 
has held back industrial development 
has been lack of key resources, espe- 
cially iron ore and sources of cheap 
power. Mexico has no great coal re- 
serves, and only 450,000 of its claimed 
6,000,000 horsepower in waterfalls has 
been developed. This development is 
chiefly in the region of the capital, 
where water power is relied upon for 
lighting and for operating the street-car 
lines. Oil, it is true, has furnished an 
increasing supply of power, but after 
all is said, it is still true that Mexico is 
not well endowed for the development 
of heavy industry. 

Increasingly in recent years, manu- 
facturers have complained against the 
restrictions put upon them by the rap- 
idly increasing legislation in the field of 
labor. The government, it is claimed, 
has created conditions discouraging to 
investment in manufacturing enterprises 
backed by either foreigners or nationals. 

In spite of limitations, however, a 
fairly large number of small-size fac- 
tories have sprung up, stimulated by 
increased tariff protection and by the 
unfavorable exchange rates which have 
acted as a brake on imports. 

Most of these undertakings are small 
affairs of the transforming class, some 
of them depending on imported raw 
materials. They now run into lines too 
numerous to catalogue, but include, be- 
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sides those earlier established, shoes, 
knit goods, canned fruits and fish, soap, 
pharmaceuticals, matches, furniture, 
glass, electric fixtures, explosives, cloth- 
ing, furniture, and automobile tires and 
tubes; also the wide variety of Mexican 
art goods, leather work, and serapes 
produced within individual households. 
The district of the capital is the chief 
center of this varied activity. Mon- 
terrey, the most important smelting and 
steel center, leads in metallurgy and 
allied lines. 

Most of the manufacturing and most 
of the mineral industrial activities have 
in the past been financed and managed 
by foreigners. Foreigners are still a 
major factor in them, but with the 
growth of the nationalistic policy since 
1910, foreigners have found Mexican 
opportunities less attractive. 


MEXICANS aS PRODUCERS OF WEALTH 


In the last analysis, of course, the 
man who transforms goods into usable 
form or carries them to the markets 
where they can serve human needs is 
the most important factor in the cre- 
ation of wealth. His skill is a major 
item in determining the cost of produc- 
tion, and the wage he receives influences 
his standarc of living and the flow of 
goods from hand to hand. 

On the first point, the merit of the 
Mexican as a worker in agriculture and 
industry, there is no satisfactory foun- 
dation for jidgment. In Mexico as in 
other countries, the opinions expressed 
are based an experience with workers 
of such varying backgrounds, aptitudes, 
and training that generalization is not 
possible. It seems to be agreed by per- 
sons with wide experience that there is 
no reason to believe that, taken as a 
whole, Mexicans compare unfavorably 
with persons of other stocks and simi- 
lar training. 

As to the Mexican standard of living 
and buying power, there is no doubt. 


The average citizen lives at a much 
lower standard than that enjoyed by 
citizens of more favored countries. He 
is less well fed and has had less oppor- 
tunity for education, general and voca- 
tional. The equipment with which he 
works to gain his livelihood, whether he 
works for himself or for arother, is as 
a rule far from the most efficient. It 
is not surprising, therefore, that his pro- 
duction per hour or day is less. In the 
excaptional case where his work is equal 
to that of a workman in more advanced 
countries, he is still paid less because of 
the prevailing low wage in other local 
activities. Taking the average the 
country over, the Mexican receives 
through the wage he earas, only a small 
income above that necessary for sub- 
sistence. 


LABOR AND WAGE LEGISLATION 


These handicaps arising from lack of 
industrial training and low buying 
power, the governments in Dower since 
1910 have sought to remedy by the de- 
velopment of an elaborate body of la- 
bor legislation. These lews seek to reg- 
ulate wages, overtime hours, rest days, 
vacations, discharge pay, maternity 
leaves, medical attendarce, educational 
facilities, housing, colleccive bargaining, 
strikes, boycotts, and other features of 
the relations between employer and 
employee. This legislation, chiefly em- 
bodied in the Federal Labor Code of 
August 28, 1931, amended by decree of 
October 6, 1933, is administered as to 
wages and labor relatiors in general in 
each state through a Board of Concilia- 
tion and Arbitration. 

These bodies have special functions 
in co-ordinating the work of municipal 
minimum-wage commissions. Mini- 
mum wages are fixed for two-year pe- 
riods. The general object is to raise 
the prevailing wage level, but there are 
mary cases in which adjustments down- 
ward have occurred. A bewildering va- 
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riety of regulations has resulted in wide 
differences from state to state and 
within different employments in single 
states. 

As is to be expected, there is great 
difference of opinion among employers 
and employees as to the effect of the 
labor legislation upon the production of 
wealth in the country. In fact, the laws 
are still very unevenly enforced. They 
have had far-reaching effect in some 
districts and little in others. Minimum 
rates translated into their equivalent in 
United States currency give surprisingly 
low results and emphasize the low buy- 
ing power of the people, though differ- 
ent living conditions make the compari- 
sons of doubtful value. 

The established minimum for all 
types of work in Michoacan, for exam- 
ple, is one peso per day, equivalent at 
current rates of exchange to about 20 
cents in United States currency. The 
lowest of the rates established is 75 
centavos for certain types of work in 
Jalisco. The highest rates are in the 
northern district of Lower California, 
where the range is from 3 pesos to 4.50 
pesos, according to the employment. 

National collective agreements sup- 
plementing the minimum-wage regula- 
tions apply to certain industries and set 
up in them higher base rates of pay. 
Actual payments may, of course, in all 
lines vary considerably from the mini- 
mum. Examples may indicate the con- 
trasts in money return with wages else- 
where. In Durango, men operating 
tractors receive from 1.75 to 3.50 pesos 
per day. In Torreón, workers on cot- 
ton farms earn 1.75 to 2.00 pesos per 
day. In Piedras Negras, cowhands are 
paid from 30 to 50 pesos a month, and 
sheep herders 25 pesos. First-class 
plumbers in the government-operated 
properties of foreign oil companies at 
Tampico and Minatitlan average 11.09 
pesos; hoist operators in the zinc mines 
of Guadalajara, 2.50 pesos; brewery 


workers in Veracruz, from 2.25 to 14.00 
pesos; weavers at San Luis Potosi, from 
2.60 to 7.00 pesos; and masons at Vera- 
cruz, 6.00 pesos.* 

Evidently the buying power of a la- 
boring population the earnings of which 
range from fifteen cents to about two 
dollars a day keeps the Mexican na- 
tional market on a level highly con- 
trasted with those in countries of greater 
economic development. 


COMMUNICATIONS AND ECONOMIC 
DEVELOPMENT © 


Wealth in all countries is greatly af- 
fected by the system of communica- 
tions established to serve the areas 
within the national borders and to make 
easy the flow of goods in international 
trade. In both respects, Mexico com- 
pares favorably with most Latin Ameri- 
can countries. 

In the Dfaz regime, in addition to 
less important railroads, three trunk 
lines came to connect the capital with 
the northern border, and one transcon- 
tinental line was built. All these were 
financed with foreign capital. The rail- 
ways came to be sharply criticized be- 
cause of their “foreign” character and 
because they were alleged to be located 
with special reference to the service of 
foreign interests, especially mines. That 
foreign capital had made them possible 
was of course true, but the “tribute to 
the foreigner” which the railroads in- 
volved was never burdensome, for the 
lines were not highly profitable prop- 
erties. In the later financial adjust- 
ments, foreign interests in them have 
been practically eliminated. Since 1935 
the national lines have been turned over 
by the Mexican Government to the rail- 

t For a detailed analysis see Serial No. R. 
897, “Wages in Mexico, 1937 and 1938,” re- 
printed from Monthly Labor Review (Feb. 
1939) of the Bureau of Labor Statistics, 
United States Department of Labor. 


5 See the article in this volume on “Com- 
munications and Transportation ” 
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road workers. Their operation has 
been far from brilliant, and operating 
costs have been roughly equal to in- 
come. 

The charge made that the lines were 
often located with reference to mining 
properties is also doubtless true, since 
the mining properties would and do fur- 
nish a large portion of the freight on 
which the railroads depend. The Mex- 
ican criticism on the railroad net em- 
phasizes the failure to tap outlying 
areas which might thus have been 
brought to greater development. What 
those areas are is often left undefined, 
and when that is not the case it appears 
clear that the tonnage which the un- 
tapped areas could furnish would be 
slow to develop. 

Indeed, it may be said that the ex- 
tensions of the Mexican railway net 
most discussed by the Revolutionary 
governments are also not planned with 
reference to early economic develop- 
ment of the areas they would reach. 
They are projects for lines connecting 
the larger mass of the country with 
Lower California and Yucatan, and 
would be at best of “nationalistic” or 
“strategic” value rather than an impor- 
tant addition to the economic services 
of the Republic. Plans for building any 
new routes of importance are now in 
abeyance. In fact, the length of line in 
operation in Mexico has decreased over 
the past decade. 

Roads in Mexico, as in all Latin 
America, have been badly deficient. 
The Revolutionary governments have 
made commendable efforts to increase 
them,® especially in the neighborhood 


8 The message of President Cárdenas to the 
Congress, September 1, 1939, announced that 
the government had continued its road-build- 
ing program and had spent on national high- 
ways some 31,000,C00 pesos from the taxes 
resulting from the sale of oil. National Bank 
of Mexico, Review of the Economic Situation 
of Mexico, Aug. 31 and Sept. 30, 1939 Mex- 
ico, Sept 1939. 


of the capital and in the building of the 
highway from Laredo, Texas, to Mexico 
City. Critics of the government policy 
declare that the construction which has 
been carried through has failed to give 
facilities to new districts needing bet- 
ter communication. It has to a large 
degree been for the encouragement of 
tourist traffic or has established roads 
between centers already sezved by rail- 
roads. 

It is clear, however, as the govern- 
ment maintains, that one of the great 
nezds of Mexico for the development 
of the wealth it possesses is further ex- 
tension of its system of communica- 
tians. Unfortunately for Mexico, it is 
equally clear that the early winning of 
such extension is not probable. Build- 
ing of either railroads or roads into 
areas not now reached would bring only 
slew economic return. Current budget 
resources are absorbed by needs even 
more urgent than better communica- 
tions, especially the agrarian program. 

Appeal to private sources for capital 
for building railroads, either directly by 
the government or through private en- 
terprise, does not hold promise. A gov- 
ernment which for a quarter of a cen- 
tury has been in default on its foreign 
debt is not in a strong position to con- 
tract new loans. The experience of 
previous investors even in the major 
railway undertakings in Mexico is not 
reassuring. Further, che nationalistic 
program currently followed in the Re- 
public indicates both that the govern- 
ment will not undertake projects which 
would involve further “tribute to the 
foreigner” and that the foreign investor 
would not accept an invitation to ad- 
venture in new Mexican railroads. 


THe Srx-Yrar PLAN 


After this review of the economic en- 
dowment and development of Mexico, 
we may turn our attention to the latest 
formulation of government policy and 
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to its effect on the production of wealth. 
The program, known as the Plan Sex- 
enal, was conceived by former Presi- 
dent Plutarco Elias Calles, now out of 
favor with the group in power. The 
Plan is a highly political document, 
praiseworthy in general purpose but 
vague in statement. It outlines ambi- 
tions plainly impossible of achievement 
in the six years through which it was 
supposed to run, or even in sixty years. 
Many of its objectives ere clearly un- 
attainable with the resources at the 
command of Mexico, and some of them 
are impossible for any country. Never- 
theless, it is the accepted declaration of 
faith of the Cardenas administration, 
which has repeatedly declared its in- 
tention to accomplish “integrally” the 
program within the six years between 
1934 and 1940, now drawing to a close. 
A recapitulation of its most important 
economic features, with comment upon 
them, will show the far-reaching ambi- 
tions in management of the production 
of wealth and give an indication of the 
degree to which they can be reached. 

Pervading the program is a highly 
nationalistic philosophy looking toward 
socializing wealth, raising the standard 
of living, diversifying production, es- 
caping from “colonialism,” and mini- 
mizing the influence of foreigners in 
economic activities. The axis of Mexi- 
can social ambitions is giving “land and 
waters” to all the rural population so 
that “the complete satisfaction of agri- 
cultural needs” shall be attained. The 
Cardenas government has loyally sup- 
ported this ambition. 

The end of the program is not in 
sight. Less than half of those entitled 
to grants have as yet received them. 
Success is held back by a number of 
conditions. The lands acceptable to 
those to be favored are, as is indicated 
above, insufficient to satisfy their 
“needs.” The assignments made are 
found not large enough to meet the ex- 


panding demands of those favored, thus 
necessitating amplificaciones, or supple- 
mentary grants. In a population in- 
creasing as rapidly as that of Mexico, 
the demands for new grants continue to 
grow. 

To increase the available land and 
the agricultural yield, the government 
has undertaken large irrigation projects. 
Advance has been made in this field at 
a number of points. Given the limita- 
tions of the country, including the low 
rainfall in a large part of the Republic, 
the new areas brought under cultiva- 
tion must at best continue relatively 
small, the number of grants of irrigated 
land low, the effect on national produc- 
tion limited, and the burden on the na- 
tional finances in view of restricted re- 
ceipts and lack of credit, great. 

The government will help to improve 
the grade of livestock, improve the 
seeds used in agriculture, conserve and 
develop forest areas, and promote ex- 
ploitation of mines by Mexicans. In- 
dustry and agriculture will be elec- 
trified. Public offices will maintain 
laboratories which will make available 
to all producers, especially co-opera- 
tives, the most advanced scientific 
techniques. In these lines almost no 
advance has been made. 

The labor paragraphs of the Plan 
outline ideals rather than a program. 
They declare for state guarantee of the 
“right to work” at rates “permitting the 
satisfaction of honest needs and pleas- 
ures,” “collective bargaining,” “perma- 
nent jobs,” “minimum wage,” “social 
security,” “cheap housing at employers’ 
cost,” “industrial peace,” “popular edu- 
cation,’ and other standards which have 
taken the attention of many other coun- 
tries in current years. The attainment 
of these ends, if possible, depends on 
the character of legislation adopted and 
the skill of its administration. 

The success of the Cardenas admin- 
istration in carrying out its program 


PRODUCTION OF WEALTH IN MEXICO 65 


for remolding the conditions under 
which wealth is produced has been lim- 
ited, as must be the case when changes 
so far-reaching are attempted in so 
short a time, but that changes of no 
mean extent have been made is clear. 
The failures are accounted for by the 
limitations of human effort, by the 
haste with which reform is sought, by 
the endowment of Mexico itself, and 
by the fact that, however much Mexico 
seeks to free itself from “foreign in- 
terests” and “dependence” on foreign 
trade, her fate is closely bound up with 
them. 

From the combination of these influ- 
ences the Six-Year Plan has worked un- 
der conditions which at first seemed en- 
couraging but have become increasingly 
difficult. The degree to which this is 
true may be judged from a series of 
statements concerning the outlook in 
branches of economic activity affecting 
the production of wealth. They cover 
the period since 1932, when Mexico, 
like other countries, reached the bottom 
of the depression. 


GOVERNMENT POLICIES AND Economic 
DEVELOPMENTS 


With the gradual recovery of world 
demand, the foreign trade of Mexico 
rose again. Exports increased from 
304,000,000 pesos in 1932 to 838,000,- 
000 in 1938. The recovery affected 
particularly the extractive industries, 
minerals and petroleum, upon whose ac- 
tivity Mexico’s prosperity continues to 
depend. Petroleum, silver, gold, cop- 
per, lead, and zinc were all shipped 
abroad in increasing quantities to the 
end of 1937, in which year they had a 
value of 708,000,000 pesos, or almost 
80 per cent of the total exports. In 
1938 they were 74 per cent of the to- 
tal.” This was a favorable factor for 

TIn quantity, in 1938 silver, copper, and 


petroleum production declined; gold, lead, and 
zinc increased. 


lozal activities, not only in mining but 
in general production. The national 
railways doubled their gross revenues, 
the currency and banking position im- 
proved, and Federal revenues doubled, 
as did sight deposits and short-term 
credits, indicative of business activity. 

But over the period not all economic 
indexes continued favcrable. Some of 
the government activities and some un- 
official developments supported by the 
government clouded tbe outlook. The 
government’s social program called for 
heavy expenditures wh:ch could not be 
financed from current receipts. The 
flood of money from rising government 
receipts was spent in public works. It 
stimulated expenditure for imported 
articles, especially consumption goods 
which national production was unable 
to supply. As a result, the United 
Stztes balance, usually favorable to 
Mexico, declined after 1935 and be- 
carne adverse in 1937. 

Labor legislation and the action of 
the labor organizations resulted in a 
steady increase of industrial unrest. 
Official statistics reported only 11 
strikes in 1931, but the totals rose spec- 
tacularly, reaching 833 in 1937. The 
support given by court decisions to the 
thesis that the laborer’s demands should 
be met as long as they were within the 
“economic capacity” of the enterprise 
brought the turning over of many un- 
deriakings, including some of the mines, 
to the laborers. The nétioral railroads 
were already in their hands. Under 
these conditions, manuzacturers found 
increasing difficulty in securing funds 
for operating and enlarging plants, and 
this though current demands in many 
industries could not be supplied. 

An outstanding illustration was the 
case of the Mexican Light and Power 
Company, which, thougk the electricity 
generated had increased from 691,000,- 
000 kilowatt hours in 1931 to 1,161,- 
000.000 in 1937, was unable to secure 
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new capital to enable it to supply the 
insistent demands of its customers for 
more current. As a result of the dis- 
couraging features of the capital mar- 
ket, bond issues on the Mexican market 
ceased, and sales and price levels of 
industrial shares declined sharply. 

Government projects have further 
decreased the capital seeking employ- 
ment. The agrarian production for- 
merly financed by private capital found 
that support withdrawn. The Indian 
farmers lacked means to finance pro- 
duction, and the government was forced 
to furnish credit to them, for banks 
feared to advance money when the 
properties could not be pledged for its 
repayment. As announced by Presi- 
dential Message of September 1, 1938, 
the communal land program, steadily 
pushed by the Cardenas administration, 
affected some 22,343,501 hectares ® held 
by 1,570,507 peasants, or well over 40 
per cent of the population employed in 
agriculture. 


Cost oF GOVERNMENT POLICIES 


Figures are not available showing the 
cost of the latest major adventures in 
agrarian reform—the undertaking in 
the Laguna cotton region and the Yuca- 
tan henequen areas. In its first year 
the former is estimated to have cost 
over fifty million pesos, and defenders 
of the latter announced on April 4, 
1938 that it would call for Federal ap- 
propriation of some fourteen million 
pesos per year. All told, the invest- 
ments of the government in the agri- 
cultural banking ventures were over 
163,600,000 pesos as of September 1, 
1938. 

Business undertakings upon which 
the government has felt impelled to em- 
bark are not confined to bolstering the 
agricultural program. Other banking 
and credit ventures, an insurance enter- 
prise, and government-supported sugar 

8 One hectare equals 2.471 acres. 


and paper mills, irrigation and hy- 
draulic systems, and a variety of other 
projects raised the government invest- 
ments during the Cardenas administra- 
tion by September 1938 to 561,764,239 
pesos. : 
This total would not have been seri- 
ous if the government had had rising 
revenues sufficient to meet the disburse- 
ments, nor would it have been alarming 
if the government had had ample credit. 
It had neither. It is estimated that 
from 1935 to 1938, an amount equal to 
39 per cent of the total receipts had 
gone into the social program. Rising 
revenue at first met the extraordinary 
outlays fairly well, but soon failed to 
do so, and the government was forced 
increasingly to rely on credit from the 
National Bank of Mexico. This was 
obtained through the issuance of paper 
money. Circulation increased and the 
position of the bank weakened. On 
March 12, 1938 it suspended publica- 
tion of its balance sheets, and on March 
18 it abandoned its efforts to stabilize 
the exchange rate of the peso, which 
sank from 3.60 to the dollar to 5.00 to 
the dollar.® 


THE Economic CRIsIs 


These developments as they pro- 
gressed caused widespread doubt as to 
the security of investment. The gov- 
ernment’s policies and the movements 
affecting the production of wealth 
which it supported caused increasing 
anxiety. Capital began to be hoarded 
and sent out of the country. Especially 
after the middle of 1937, bank deposits 
fell off. In spite of a tax on the export 
of capital, unusually large amounts 
staged a flight abroad. In 1934, a 
“normal year” in this respect, 46,000,- 
000 pesos had paid the export tax; in 
1937 the total reached 250,000,000, not 

? It later sank to 675 to the dollar Since 


the outbreak of the European war, it has 
again risen to about 5 to the dollar. 
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counting that escaping through “the 
black market.” 

Faced by the financial difficulties cre- 
ated by its own program, the govern- 
ment sought to reassure itself and the 
public by arguments that the crisis 
would pass. President Cardenas de- 
clared that the agreement with the Brit- 
ish interests for exploiting the Poza 
Rica petroleum field would create “an 
important balance of foreign exchange” 
through the sale of the government’s 
share of the petroleum abroad. By 
some this was estimated at 60,000,000 
pesos per year. The President felt that 
the settlement of the labor dispute with 
the British and United States oil com- 
panies would bring an increase of 26,- 
000,000 pesos in the wages of the 
Mexican employees and would have a 
favorable influence. Together, these 
factors would allow repayment of over- 
drafts at the Bank of Mexico, re-estab- 
lish popular and financial confidence in 
the country, and allow production of 
wealth to resume its normal course. 

Perhaps the petroleum adjustments 
might have fulfilled this expectation 
had the hoped-for arrangements gone 
through. They might at least have 
given temporary relief in the crisis. 
They would have been helpful particu- 
larly if the government had abandoned 
its ambition for the “integral” achieve- 
ment of the Six-Year Plan and had re- 
duced the expenditures for its social 
program for the balance of the six-year 
period to the standard made possible 
by its current receipts. But at the last 
the oil companies, though they agreed 
to tbe 26,000,000-peso increase in 
wages, refused to accept the labor par- 
ticipation in management which had 
been demanded, and the government re- 
fused to modify its demands. This im- 
passe was reached on March 18, 1938, 
and the expropriation of the oil com- 
panies followed. 

On the morning following the action 


against the oil companies, the peso was 
turned adrift. It continues to seek its 
own level on a badly disturbed market. 
At the moment, the production of 
wealth in Mexico occurs under difficult 
circumstances. Capital, domestic and 
foreign, continues app-ehensive of its 
fate under a governmert the policies of 
which it distrusts. New and old enter- 
prises cannot find support from in- 
vestors, and are disturbed by the fre- 
quency and sharpness of the demands 
of labor under Federal legislation, and 
by what are declared to be the intransi- 
gent demands of the labor representa- 
tives. Imports and government income 
from them are cut by increased tariff 
rates and a broken exchange rate. 

=xports in 1938 rec2ived their first 
check since the depth o= the depression. 
Even measured in the depreciated 
pesos, petroleum exports for the year 
declined as compared tc 1937, and con- 
tinued at unsatisfactory levels in 1939. 
In the latter year, to local difficulties 
in production was added th= loss of the 
German market as a consequence of 
the European war. Prcduction in gold, 
copper, lead, and zinc also declined in 
value in the latter part of 1938. Silver 
prcduction and exports were maintained 
through the high prices made possible 
for the last five years by the United 
States silver purchase policy, but the 
cor.tinuance of that policy was uncer- 
tain, and silver is one-third of the total 
exports. In 1938, som2 98.5 per cent 
found its market in the United States. 
The later reduction oi the purchase 
price paid by the United States Treas- 
ury from 43 cents to 35 cents was a 
serlous blow to Mexican economy. As 
the National Bank of Mexico an- 
nounces: 


The United States well kncws what the 
silver purchases mean to Dur country.... 
[Suver] is the largest item in our export 
list... . A reduction in amourts purchased 
or in price paid would provoke a crisis... 
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not measured by the actual amount that 
would not be forthcoming. . . . There 
would be a decrease in the demand for 
farm and industrial goods, an increase in 
unemployed, and a loss of fiscal revenues.?° 


THE OUTLOOK 


In the long view, the prospects for 
the production of wealth in Mexico 
need not be so unfavorable. Yet the 
country has limited resources both in 
foodstuffs for feeding its rising popula- 
tion and in raw materials for the in- 
dustries for which it is suited. In a 
jew export lines it is better endowed. 
It seems destined to continue as an 
agricultural country capable of achiev- 
ing only a moderate industrial develop- 
ment. k 

No one familiar with the country can 
fail to sympathize with the ambitions of 
the government to increase the national 
wealth and to bring about such a distri- 
bution of the returns to capital and la- 
‘bor as will raise the common people 
above the pitifully low standard at 
‘which most of them live. What means 
shall be adopted to that end, the people 
of Mexico through their own authorities 
must decide. What the best-chosen and 
best-administered means can make pos- 
sible will in the long run be determined 
by what Mexico has to do with. Na- 
tions, like farmers, can do for their chil- 
dren over the long pull what the pro- 
duction of their farms allows, and 
Mexico has not one of the richest 
“farms.” 

Whether the program which the so- 
caled Revolutionary governments have 
adopted is made up of projects which 
will soon or ever make possible the 
blessings which it is claimed they will 
bring, is a matter on which there is no 
agreement either in Mexico or in other 
countries. Government management of 


19 National Bank of Mexico, Review of the 
Economic Situation of Mexico, March-April 
1939. 


the forces which produce wealth and 
shape its distribution confronts delicate 
tasks seldom performed to the full satis- 
faction of those who sponsor the re- 
forms or of those whom they are sup- 
posed to benefit. 

Certainly the ends sought have as yet 
neither been achieved in Mexico nor 
brought within range of attainment, but 
the recasting of the form of life of any 
people can occur only slowly. It can- 
not be brought about in any period of 
six years. It can come only by a long 
process of trial and error. 


FINANCING THE PROGRAM 

Mexico, like many countries in com- 
parable position, has embarked on a 
program of social reconstruction which, 
whatever its merits, must rest on a 
fragile foundation easily upset by errors 
in judgment as to what may be attained 
with the limited resources at her com- 
mand. She has not, as have some 
richer nations, great national wealth 
representing long built-up savings upon 
which she can levy for financing long- 
time planning. Her public treasury de- 
pends heavily for its income upon a 
balance of payments in which a few 
commodity items play a dominant role. 
The prices of these in world markets 
beyond her control determine to high 
degree the funds upon which the citi- 
zenry and the public enterprises must 
rely for their success. 

To a large degree, too, the capital 
which produces the export trade is the 
property of foreigners. If foreign capi- 
tal is to serve the country in the future, 
conditions must be maintained which 
will encourage its continued and in- 
creased investment, even at the cost of 
bearing a heavy “unfavorable” item in 
the balance of payments. Without for- 
eign co-operation now, and it appears 
for a long time in the future, the funds 
cannot be secured for maintaining the 
government and for effectively financ- 


PRODUCTION OF WEALTH IN MEXICO 69 


ing the social ends the government seeks 
to forward. 

If domestic capital is to be attracted 
into local investment it also must be 
given greater sense of security than it 
has enjoyed under the Revolutionary 
regime. One of the first tasks of Mex- 
ico is to create conditions which will 
induce local capital to stay within the 
country, there to accumulate and grad- 
ually to “crowd out the foreigner,” as 
has occurred in a number of other coun- 
tries which have passed through periods 
in their development comparable to 
that in which Mexico finds herself. Un- 
til local capital finds such conditions, it 
will continue, as it has done in the past 
and as it is doing in the present crisis, 
to seek greater safety in countries other 
than that in which it has been pro- 
duced. 

Other governments may finance their 
projects for long-time planning for pro- 
duction of wealth and for its more 
equitable distribution, not only from 


ordinary income or extraordinary in- 
come obtained by new taxes, but also 
by borrowing from their own citizens 
or from foreigners. But this course is 
denied to Mexico. It has embarked 
upon an expensive social program, 
which by reason of past policies and 
pocr endowment it cannot finance either 
by current receipts or by borrowing. 


Not even the harshest critics of the 
Mexican program for regulating the 
production of wealth will find all its 
ambitions unacceptable ər wish the re- 
establishment of the ccnditions which 
the Revolution brought to an end. 
Many of its sincerest friends may find 
some of the things it seeks beyond hu- 
mar. attainment or beyond attainment 
in Mexico, or at least beyond attain- 
ment in the short time which Mexican 
reformers have allowed themselves for 
their task. 
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The Distribution of Wealth in Mexico 


By FrEprrico Bacu 


EXICO has the reputation of be- 

ing an enormously rich country 
which not only could insure the maxi- 
mum possible well-being of its people, 
but which could also permit the world 
to share its enormous riches and could 
receive millions of immigrants from the 
Old World. This reputation of its 
wealth antedates the Conquest, since it 
was formulated by Cortés because he 
had heard of fabulous quantities of gold 
and silver existing in Mexico. After the 
Conquest, Cortés and his men did not 
deny the correctness of these rumors, 
and since that time the tale of the fabu- 
lous wealth of Mexico has been inces- 
santly repeated, regarding precious met- 
als and also agricultural resources. 

A cool and impartial analysis of its 
econornic resources brings us to the con- 
clusion that Mexico, far from deserving 
its reputation for natural wealth, must 
be placed among those countries which 
are by nature poor and in which wealth 
may be produced only by dint of enor- 
mous sacrifices on the part of their peo- 
ple. The investigator becomes aware 
that although enormous riches have in 
fact been extracted from the soil of 
Mexico, they were obtained only be- 
cause the standard of living of the pop- 
ulation was very low. Sweat and hun- 
ger have always been the producers of 
wealth in Mexico. 


Basis oF FALSE REPUTATION 

How is it possible that Mexico’s repu- 
tation for wealth has been maintained 
from the Conquest to the present day, if 
this reputation is not based on facts? 
Two persons are especially responsible: 
Cortés, the conqueror of Mexico, and 
Baron von Humboldt, the German sage 
who visited Mexico at the beginning of 
the last century. 
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Tke reason for Cortés’ insistence on 
the existence of Mexican riches lies in 
the fact that his expedition was pre- 
dominantly a commercial enterprise, 
financed not by the Spanish Crown but 
by private parties whose purpose was 
clearly to make profits. In order tc 
justify the enterprise and secure the 
support necessary to carry it on, exag- 
geration was indispensable. It is well 
known that the illusions of the conquer- 
ors were not realized. 

If we consult the contemporaries of 
Cortés whose descriptions of the New 
World were not colored by commercial 
motives, we shall see that in fact Mex- 
ico was already a poor country; and if 
we consult the writings of later histo- 
rians of the colonial period, we shall see 
also that its poverty became more and 
more intense as the volume of silver 
extracted increased. 

Ii is true that the Spanish Crown was 
able to derive a substantial profit from 
colonial Mexico, but if in the past the 
laborers had been paid even subsistence 
wages, the operating cost would have 
been prohibitive in most of the mines. 
The bonanza mines are only exceptions 
that prove the rule. At the time of the 
Conquest the native population was 
estimated at 9,000,000; in 1793—270 
years later—Viceroy Revillagigedo esti- 
mated it at only 4,500,000; it did not 
again reach the initial 9,000,000 unzil 
the end of the last century; and today, 
420 years after the Conquest, the popu- 
lation is still under 20,000,000. Fram 
this we can easily realize that the enor- 
mcus natural riches of Mexico have 
never existed, since the diminution of 
the population and its later subnormal 
increase are due exclusively to poverty 
and the lack of sufficient food of the 
working people—a situation which 
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could not exist in a country which pos- 
sessed such fabulous riches. 


THE MINING INTERESTS 


Humboldt, although for other rea- 
sons, committed the same error as Cor- 
tés. Permizting himself to be unduly 
impressed by the mines which he visited 
and the climates which he enjoyed, he 
described Mexico as the world’s treas- 
ure chest. Perhaps these overestimates 
by the German savant would not have 
had any great importance if they had 
not come at an opportune moment for 
those who were planning a new con- 
quest of Mexico. When that country 
won its political independence from 
Spain it was opened to economic pene- 
tration by other powers, especially Eng- 
land, which sought to dominate the 
world’s silver supply so as to increase 
the economic supremacy that it had 
already won through its dominion over 
the seas. Mining companies were or- 
ganized, one after another, and an arti- 
ficial boom in Mexican mining securities 
was started. In order to attract the 
necessary capital it was necessary to 
describe Mexico as an immensely rich 
country, where every pound invested 
would grow in a twinkling into many 
new pounds. So in 1824 there was pub- 
lished a specially arranged abstract of 
the works of Humboldt entitled Selec- 
tions from the Works of Baron von 
Humboldt, which, according to J. N. 
Larned, was used to interest “prospec- 
tive investors in Mexico.” 

It is also interesting to know that the 
first published work of the great Eng- 
lish statesman Benjamin Disraeli was 
an advertisirg pamphlet written to pro- 
mote the formation of mining companies 
in Mexico. But Disraeli suffered losses 
in all his Mexican speculations, and so 
did other investors. To justify these 
losses, the speculators blamed the gov- 
ernment and the people of Mexico, as- 
serting that its political instability and 


continual revolutions made a proper 
and prosperous exploitation of its min- 
eral wealth impossible. These asser- 
tiors were heard during the whole of 
the last century and are still the domi- 
nant note today. The truth is, how- 
ever, that these capital investments 
were lost not through the political in- 
stability of Mexico, but because its fab- 
ulous wealth fell far belcw expectations. 
Moreover, its continual instability and 
discrder have been due above all to its 
poverty; for, despite the fact that it is 
politically independent, {t has not been 
able to insure the minimum of economic 
sectrity and comfort for its population. 
Poverty and hunger are the principal 
causes of all the bloody tragedies from 
which Mexico has suffered since it se- 
cured its national independence, and if 
mocern Mexico does not succeed in 
elirinating them, the state of unrest 
will continue. 

The object of the Revolution ini- 
tiated in 1910, and above al! the object 
of the economic and social program of 
President Cardenas, is to secure the col- 
lective improvement of the Mexican 
people through a better distribution of 
weath and especially througa a more 
adequate distribution of the sources of 
production. 

The plight of Mexico is increased by 
the fact that the possible sources of 
well-being are for the most part con- 
trolled by persons or groups dissociated 
from Mexican interests. Mcre than 90 
per cent of Mexican mining is in the 
hands of foreigners. Formerly this was 
also the case with petroleum and the 
railroads, and it is still the case in many 
branches of industry and commerce. 


FOREIGN CAPITAL 


Foreign capital investmert forms a 
very important chapter in the economic 
history of Mexico, since in the majority 
of cases it has prevented the logical and 
normal development of a strong national 
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economy, and is responsible for many 
shocks, internal as well as external, 
which the Mexican people have suf- 
fered, 

To interpret Mexico through Euro- 
pean or American formulas is a grave 
error, since Mexico rests upon entirely 
different bases. For that reason the 
role of foreign capital investment in 
Mexico today is very different from 
that of foreign capital invested in the 
United States. In order to understand 
this, it is perhaps necessary to indicate 
an important difference between Mexico 
and the United States, both with re- 
spect to the way in which they were 
conquered and colonized by Europeans 
in the sixteenth and seventeenth cen- 
turies and also with respect to the in- 
vestment of foreign capital in later 
times. 

The settlers of the United States ar- 
rived in the New World with the firm 
purpose of creating a new home for 
themselves and their families. They 
were home builders who undertook the 
hard and difficult task of struggling with 
Nature and forcing it to yield what was 
necessary for their subsistence. They 
were, in the main, poor Europeans who 
for economic, political, or religious rea- 
sons abandoned the old continent with 
the desire to begin life anew in the more 
favorable environment of the New 
World. 

On the other hand, most of the con- 
querors of Mexico came not to build 
new homes but to exploit its famous 
mineral wealth. Moreover, they con- 
quered not only a country but also a 
people, whom they subjected to the 
most intensive exploitation in order to 
make their fortunes and return to 
Spain. Often they were government of- 
ficials who remained only a limited time 
in the colony and took advantage of 
their stay to enrich themselves. They 
were not pioneers who worked the soil 


with their own hands, but masters who 
e 


made the Indians do the work. They 
were, for the most part, persons belong- 
ing to the dominant class who had their 
homes in Spain and kept them there. 
They were Spaniards first, last, and all 
the time. They never became assimi- 
lated, and although they mixed with the 
Indians, they never became Mexicans. 
The Mexican was the Indian; he was 
also the half-breed, who, in spite of the 
fact that the blood of the white man as 
well as the native flowed through his 
veins, did not have any rights of citi- 
zenship and was considered a member 
of an inferior race. 

The same sort of thing is true of the 
foreign capital invested in Mexico for 
a century back. This capital is di- 
rected principally to the exploitation of 
natural resources which are produced, 
not to satisfy the needs of the Mexican 
population, but to satisfy the needs of 
European or American manufacturing 
industries. What these industries pro- 
duce is exported instead of being con- 
sumed at home, and for this reason they 
do not become identified with the col- 
lective interests of Mexican society, but 
instead preserve their foreign character. 

In the United States, in the same way 
that the immigrant becomes after a 
while an American citizen, foreign capi- 
tal also becomes American capital. 
Both become American citizens and 
bring their efforts to build up the coun- 
try; but in Mexico neither the foreign 
person nor foreign capital becomes ' 
Mexican. Instead, they isolate them- 
selves and do not become identified with 
the interests of the people among whom 
they live and thanks to whom they 
prosper. 

This fundamental difference between 
the two countries must be taken very 
much into account in any effort to in- 
terpret any aspect of Mexican life, and 
especially in dealing with the distribu- 
tion of its wealth. For even today the 
ownership and distribution of wealth 
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preserve the characteristics of the colo- 
nial period (witness the letéfundia, or 
great private estates) and also the char- 
acteristics of the period of foreign capi- 
tal invasion, especially the period of 
General Porfirio Diaz (witness the for- 
eign ownership of mining and of proc- 
essing industries). 


Poverty or AGRICULTURE 


In regard to agriculture as well as 
minerals, Mexico is extremely poor for 
natural reasons, and will not produce 
enough to feed its people until there 
has been an expensive intensification of 
farming and an enormous investment of 
capital to solve the greatest problem of 
all—the water supply. While Nature 
was kind to Mexico in regard to the 
great variety of climate, it was not so 
in regard to water. Nearly the entire 
country suffers periodically from scarc- 
ity of water, and since Mexico does not 
have important rivers, irrigation sys- 
tems can be provided only by means of 
a large outlay of capital that the indi- 
vidual farmer could probably never 
make singlehanded. 

Agriculture has never been an impor- 
tant source of income in Mexico either 
in the colonial period or subsequently, 
although the majority of the population 
lives by it. If the population employed 
in agriculture had enjoyed a proper 
standard of living, production would 
always have been insufficient. Just as 
mining enterprises were self-supporting 
only because the mine workers received 
starvation wages, so the cultivation of 
enormous landed estates was possible 
only because the peons were in a state 
of virtual slavery. 

The qualitative distribution of agri- 
cultural lands is extremely poor, be- 
cause in 449,000,000 acres of a total of 
491,000,000, agricultural production is 
impossible. The unarable land consists 
of mountains, deserts, swamps, rivers, 
forests, and grazing lands. There are 
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left, in fact, only 42,000,000 acres capa- 
ble of cultivation, of which 6,000,000 
are remote from centers of population 
or means of communication. The total 
of agricultural land is thus reduced to 
36,000,000 acres. In ozher words, the 
agricultural products consumed by the 
whole population of Mexico must be 
produced on only 7.5 per cent of its 
tote] area. To make matters stil 
worse, 80 per cent of this small cultiva- 
ble area depends on seasonal rains, with 
all their disastrous consequences. Only 
20 per cent of the cultivable land is irri- 
gated or sufficiently near rivers and 
lakes to benefit by their humidity. 
Small agricultural area and poor qual- 
ity of land are the chie? characteristics 
of Mexican agriculture, and conse- 
quently the yield is low. 

The system of cultivation which was 
introduced during the colcnial period 
and which was retainea for a century 
after the establishment of independence 
did not help to improve these naturally 
unfavorable conditions. Instead of in- 
tensive cultivation there was introduced 
extensive cultivation of zhe feudal type, 
and large-scale enterpris2 was employed 
to offset the low yield cf the Jand. In 
1910, the year in which the revolution- 
ary movement began, 95 per cent of the 
Mexican population whe tilled the land 
did not own any of it. Even in 1930, 
twenty years after the Revolution, the 
heritage of the past was apparent in 
the large number of landless peasants 
and in the enormous extsnt of the great 
estates. Of the 491,000,000 acres of 
the total area, 310,000,090, or 63.25 per 
cent, were in the hands of private own- 
ers; and 83.47 per cert of the latter 
(258,000,000 acres) consisted of 13,444 
estates, which were only 1.57 per cent 
of the total number of estates having an 
area of more than 2,500 acres each. 
Moreover, 1,831 farms had an area of 
more than 25,000 acres each, and they 
embraced 35 per cent of all the land. 

es 
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Fewer than 2,000 persons owned 171,- 
000,000 acres. 

Only in the last few years has the dis- 
tribution of land been accelerated; 
President Cardenas has distributed 44,- 
000,000 acres for the benefit of 1,000,- 
000 peasants scattered among 10,000 
‘villages. He has distributed a larger 
amount of land than all the previous 
revolutionary administrations combined, 
and this process has fundamentally 
modified the distribution of wealth in 
Mexico. The total area distributed in 
the form of communal lands to the end 
of 1939 was 62,500,000 acres. 

It is to be hoped that in a not-too- 
distant future this redistribution of ag- 
ricultural land may benefit the general 
economy of the country, and that Mex- 
ico will have a large number of small 
agricultural enterprises, of individual as 
well as the collective type, which 
through the intensification of produc- 
tion and better technique will produce 
enough foodstuffs for both the rural and 
the urban population. We must re- 
member that 70 per cent of the Mexi- 
can population lives on agriculture, and 
that the welfare of the whole country 
depends on its welfare. 


Poverty oF INDUSTRIAL WORKERS 


The situation of industrial workers, 
though slightly better than that of agri- 
cultural workers, is far from being good. 
The majority of them receive low wages, 
enjoy no comforts or hygienic facilities 
whatever, and suffer from continual un- 
dernourishment. In 1930 more than 
half of the industrial workers of Mexico 
earned less than two pesos a day, and 
even in 1936 the average daily wage by 
occupations was still less than two 
pesos. A study of the cost of living 
made in 1934 among workers’ families 
in Mexico City showed an average 
weekly income per family of 22.42 
pesos. Of this total, only 71 per cent 
was the product of the work of the head 


of the family, and the rest was fur- 
nished by the work of the wife and 
children, 

The diet was utterly inadequate and 
could only be compared with that of 
European laborers a century ago or 
with that of the poorly paid laborers 
of China, Japan, and India today. The 
diet included only 22 different items, of 
which 14 represented only 14.2 per cent 
of the total. Three articles—milk, 
bread (including tortillas) and meat— 
comprise nearly 60 per cent of all food. 
That is to say, more than half of the 
total amount spent for food is ac- 
counted for by these three articles; but 
even of these, the quantity consumed is 
insufficient. For instance, the con- 
sumption of milk is only 1.8 liters per 
person per week. If we take into con- 
sideration the fact that 20 per cent of 
the population observed in the study in 
question were children under 5 years 
of age, it is easy to see that the diet 
of the working class is inadequate. 

Since 1934 the nominal wages of in- 
dustrial workers have increased, but 
the prices of subsistence articles have 
risen at the same rate and sometimes at 
a higher rate, from which it follows 
that many classes of workers still re- 
main in the state of poverty revealed in 
the study made in 1934. The process- 
ing industries, which were introduced 
only towards the close of the last cen- 
tury, are based on the same low wage 
scale which has always been the basis 
of mining and agriculture. The low 
standard of living is one of the out- 
standing characteristics of the whole 


country. 
NATIONAL WEALTH 


Mexico is undergoing a continual 
transformation, which has been very 
pronounced in the last few years of so- 
cial and economic adjustment, with the 
result that statistical data are difficult 
to obtain and those that are published 
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are often unreliable. The status of 
wealth and income is not correctly 
known. The first and only serious esti- 
mate made is that which the General 
Board of Statistics published in México 
en Cifras in 1938. This estimate was 
based principally on the census data of 
1930 which included the economic ac- 
tivities of 1929, and on the census data 
of 1935 which included the economic 
activities of 1934. 

The 1930 census of agriculture, live- 
stock, and industry was the first ever 
taken in Mexico, and it naturally suffers 
from the defects of a first effort. This 
is particularly true in regard to the 
value of production and the volume of 
capital invested, but it is also true in 
regard to wages paid, since there are 
many factors of a political and fiscal 
nature which prevent the informants 
from answering the census question- 
naires properly. The General Board of 
Statistics, which was well aware of 
these difficulties, corrected the census 
data as far as possible in preparing its 
estimate, which we shall now proceed 
to summarize. 

The General Board of Statistics esti- 
mates that the total wealth of Mexico 
amounts to 10,199,835,000 pesos, of 
which 4,674,200,000 pesos, or 45.83 per 
cent, is devoted to primary production; 
980,569,000 pesos, or 9.61 per cent, is 
employed in secondary production; and 
4,545,066,000 pesos, or 44.56 per cent, 
is employed in services, which are di- 
vided into private property and public 
property. According to these data, the 
national wealth is divided as shown in 
Table 1. 

On the basis of the General Board of 
Statistics data, the average per capita 
wealth during the period 1929-35 was 
only 616 pesos. For persons engaged in 
nonagricultural paid labor, the per cap- 
ita average of nonagricultural wealth 
with money benefits was 2,597 pesos; 
while for persons engaged in agricul- 


TABLE 1—Drvision or NATIONAL WEALTH 
(In pesos) 
Wealth employed in primar» production: 
Agricultural properties of one 


hectare or more 2,966,600,000 
Agricultural properties of less 
than one hectare 10,000,000 
Catzle, fowl, and beehives 753,600,000 
Mireral-metallurgical industry 210,000,009 
Petroleum industry 368,000,000 
National lands 366,000,000 
Total 4,674,200,000 


Weclth employed in secondary production: 


Processing industries 683,776,000 
Plants generating electricity 295,853,000 
Artisans’ tools 940,000 

Total 980,569,000 


Privately owned wealth employed in services: 
Buildings not previously con- 


sidered 1,900,000,000 
Household goods 190,000,000 
Professional equipment 3,800,000 
Merchandise in stock in were- 
houses and stores 172,500,000 
Railroads and trolleys 1,455,600,000 
Vehccles not previously cən- 
sidered 94,070,000 
Telephone network 130,169,000 
Money in the hands of the 
public 188,621,000 
Demand deposits 95,976,000 
Total 4,230, 36,000 


Pub-icly owned wealth employed in services: 


Buildings 118,000,000 
Furniture and equipment 2,700,000 
Highways 100,228,000 
Telegraph network 36,158,000 
Telephone network 7,244,000 
Lighthouses, sea walls, break- 
waters, etc. $0,000,006 
Total 314,330,006 
Grand Total 10,199,835,00C 


tural labor, the per capita average of 
agricultural wealth with monetary bene- 
fits was only 1,190 pesos. 


76 Tae ANNALS OF THE AMERICAN ACADEMY 


NATIONAL INCOME 


In México en Cifras, the General 
Board of Statistics estimates the total 
national income, calculated on data for 
1929, at 2,042,345,500 pesos, of which 
the income derived from primary pro- 
duction was 684,950,800 pesos, or 33.45 
per cent of the total; income derived 
from secondary production was 346,- 
020,100 pesos, or 16.94 per cent of the 
total; while that derived from services, 
both private property and public prop- 
erty, was 1,011,374,600 pesos, repre- 
senting 49.52 per cent of the total in- 
come. 

The distribution of income according 
to sources is shown in Table 2. 

The per capita income for all per- 
sons in 1929 was 123 pesos; for those 
gainfully employed, it was 395 pesos. 
Breaking down the figures for various 
occupations, the per capita income in 
each was as follows (expressed in pe- 
sos): agriculture (excluding govern- 
ment receipts from agricultural sources) 
157; nonagricultural income (including 
income from public administration as 
well as other gainful nonagricultural la- 
bor) 952; processing industries, 744; 
extractive industries, 1,503; commerce, 
945. 

The per capita daily income was 
0.34 peso, broken down as follows (in 
pesos): for persons engaged in agricul- 
tural work, 0.43; for labor in nonagri- 
cultural work, 2.60; for labor in proc- 
essing industries, 2.03; for labor in 
trade and commerce, 2.59; and for la- 
bor in extractive industries, 4.12. 

The total income for 1929 repre- 
sented 20 per cent of the total national 
wealth. We call special attention to 
the fact that although agriculture oc- 
cupies a very important place in the 
national wealth (a little more than one- 
fourth), the income produced by agri- 
cultural pursuits is the lowest. This 
supports our previous assertion that ag- 

e 


TABLE 2—DISTRIBUTION or Income 


(In pesos) 
Income derived from primary production: 
Agriculture, forestry, cattle- 
raising, and apiculture 570,124,800 
Mineral-metallurgical industry, 
petroleum, salt works (in- 
cluding only salaries and 
wages) 112,346,000 
Hunting and fishing 2,480,000 
Total 684,950,800 


Income derived from secondary production: 


Processing industries 237,221,800 
Plants generating electricity 
(only salaries and wages paid) 14,928,300 
’ Artisans 93,870,000 
Total 346,020,100 
Income derived from services: 
Public administration (including 
the disbursements of the Fed- 
eral Government and of the 
states and municipalities) 398,175,000 
Wholesale and retail trade 258,806,300 
Professions (excluding public 
administration) 84,863,000 
Railroads and trolleys 99,157,300 
Domestic help 11,160,000 
Buildings used as dwellings and 
commercial establishments 80,000,000 
Income of persons engaged in 
transportation by land 30,420,000 
Income of persons engaged in 
transportation by sea or 
stream 7,080,000 
Income of persons engaged in 
barking and insurance 1,973,000 
Income of persons employed in 
hotels, restaurants, etc. 2,280,000 
Income of persons employed in 
the amusement industry 680,000 
Income of persons engaged in 
the building and construction 
industry 36,780,000 
Total 1,011,374,600 
Grand Total 2,042,345,500 


riculture in Mexico is extremely poor 
and is still incapable of providing a de- 
cent standard of living. The mineral- 
metallurgical industry, including petro- 
leur, which employs approximately 5 
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per cent of the national wealth, pro- 
duces the highest income, but not 
enough to assure the standard of living 
necessary for its workers. 


Mexico’s PROBLEM 


Even granting that the estimate of 
the General Board of Statistics is some- 
what below the true wealth and na- 
tional income of Mexico, and taking 
into consideration the fact that it omit- 
ted certain categories which should have 
been included, nevertheless it demon- 
strates our assertion that Mexico is not 
a rich country, but an extremely poor 
one. 

The principal problem that modern 
Mexico will have to solve, at whatever 
cost, is the total transformation of the 
present situation with regard to its 
wealth and income. Even if it has to 
be accomplished by means of readjust- 
ments that may injure individual in- 
terests, Mexico must see to it that its 
people have an opportunity to develop 
and share in its wealth. 

At the present moment, Mexico is in 
a state of social and economic trans- 
formation. In the past the majority of 
the Mexican people lacked economic 
opportunities, and the development of 
individual initiative on their part was 
impossible because the means of pro- 


duction were controlle] and monopo- 
lized first by the Church and later by 
large landed estates and foreign enter- 
prise. Economically speaking, the Mex- 
ican was a foreigner in his own countrv. 
Lacking capital, Mexicans had to resign 
themselves to selling their labor at any 
price to those who controlled the sources 
of production, without ever being able 
to Jook forward to economic betterment 
for themselves or their ‘amilies. Agrar- 
ian Reform and a nationelistic policy 
in the other fields of econcmic activity 
will open new horizons, both for the 
working class of Mexico and also for 
its very long-suffering -niddle class. 

The new distributior of the sources 
of production will in time create a con- 
dition unknown in the fast: a truly rich 
Mexico, the wealth of which will be 
due to productive efforts freed from all 
the obstacles that formerly obstructed 
them. By properly organizing the pro- 
ductive processes, this liberated energy 
will have the power to create the wealth 
needed by the Mexican people, although 
the gentlemen of fortune and the large 
foreign financial alliances that have 
time and again invaded Mexico will no 
longer be able to monopolize its wealth 
through their unlimited and uncon- 
trolled exploitation of the subsoil and 
the people of Mexico. 


Federico Bach is economist in the Treasury Depart- 
ment and in the Depariment of National Economy, 
México, D. F.; is on the staff of the Department of 
Economics at the National University of Mexico; and 
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Latin America. In 1939 he lectured on Mexican tob- 
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States, under the auspices of the League for Industrial 
Democracy, and is now starting a second lecture tour 
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Communications and Transportation 


By Javier SANCHEZ MEJORADA 


JAHE shape and topography of a 
country, its location in relation to 
the other countries of the world, the 
products of its soil, both those which 
serve as sustenance to its inhabitants 
and those which it exchanges for the 
products of other nations, the distribu- 
tion and density of its population, de- 
termine and explain the development of 
its means of communication. 


PHYSICAL FACTORS 


The shape of the territory of Mex- 
ico* has frequently been compared to 
that of a cornucopia whose curved bot- 
tom would be the peninsula of Yucatan, 
and from whose mouth, turned toward 
the north, Lower California would over- 
flow. 

Bounding that territory, which has 
an area of 2,000,000 square kilometers, 
are: on the north, the United States of 
America; on the east, the Gulf of Mex- 
ico, the Caribbean Sea, and, in a small 
area, the British possession of Belize; 
on the south, the Republic of Guate- 
mala and the Pacific Ocean; and, 
finally, on the west, the Pacific Ocean. 

Parallel to the coasts and in some 
places reaching as far as the sea itself, 
there extend, from the Isthmus of Te- 
huantepec, toward the north and the 
northwest, two lofty mountain ranges 
between which most of the territory of 
the Republic is boxed, forming a pla- 
teau whose height above sea level varies 
from about 8,000 feet in the Valley of 
Toluca, 6,500 feet in the Valley of 
Mexico, 5,000 feet in the extensive re- 

1 Throughout the article I use the name 
“Merico” to designate the territory which at 
the present time comprises the Mexican Re- 
public, although parts of it or its entirety may 
have had different designations in times gone 


by, such as Anáhuac, New Spain, or others. 
(Note by the author.) 
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gion of the Bajío, situated in the very 
heart of Mexico, to 4,000 feet in Chi- 
huahua, near the northern border. The 
plateau is cut through by several trans- 
versal mountain ranges, which must be 
scaled to go from one to another of the 
valleys which lie between them. 

In the Isthmus of Tehuantepec the 
height of the mountains decreases con- 
siderably, only to increase again toward 
the south as far as the borders of Guate- 
mala. Toward the north and northeast 
of the Isthmus there extend the alluvial 
plain of Tabasco, crossed by the net of 
the Grijalva and Usumacinta rivers, 
and the lowlands of Campeche and Yu- 
catan. 

The plateau has been the most 
densely populated region of Mexico, by 
reason of its climate, because of its be- 
ing the most healthful region, and the 
one where the Indian tribes who first 
inhabited Mexico and the Spanish con- 
querors who later subjugated them 
found easiest settlement. 

To the north of the Tropic of Cancer 
there is in Mexico, as in Africa and 
Asia, a zone of desert land almost un- 
inhabitable, which for a long time was 
a formidable barrier to communications 
by land, and which today, although it 
has been crossed in different places and 
in several directions, is still a hindrance 
to them. 

These circumstances have resulted in 
the fact that, from the early times, the 
means of communication have been rel- 
atively easier among the centers of pop- 
ulation of the plateau, and the roads 
toward the coasts have been faulty, 
very scarce, and very costly both in 
their construction and in their upkeep. 


POLITICAL AND OTHER FACTORS 
Before the Spanish Conquest, there 
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was no intercourse between the inhab- 
itants of Mexico and those in other 
parts of the New World. The contacts 
which took place on the periphery of 
the areas in which the authority of co- 
terminous dominions was exercised were 
often hostile, and gave no occasion for 
commercial relations. Vehicles with 
wheels, roads for carriages or for riding 
animals, beasts for pulling and beasts of 
burden, were unknown. All transports 
were made on the backs of the Indians, 
and the communication of orders and 
news of every kind was carried on by 
means of couriers. 

With the arrival of the Spaniards in 
Mexico, bonds of international commu- 
nication were established, first with the 
Spanish possessions in the West Indies, 
and afterwards with Spain. Still later, 
when the Spanish Empire was expand- 
ing through the rest of the American 
Continent and finally extended as far 
as the Philippines, trade relations were 
established between Mexico and the 
Spanish possessions in South America 
and Asia. In Mexico, all these currents 
converged in two principal routes: one 
led from the capital to Veracruz, on the 
coast of the Gulf of Mexico, linking the 
country with the West Indies and Eu- 
rope; the other led from the capital to 
Acapulco, on the coast of the Pacific 
Ocean, linking Mexico with South Amer- 
ica and Asia. 

The growth of a large nation on the 
northern border in the nineteenth cen- 
tury gave rise to a new international 
trade relation and to the establishment 
in that direction of means of communi- 
cation, very primitive at first, but sub- 
sequently and up to the present time 
the most rapid and effective that Mex- 
ico has for its intercourse with the rest 
of the nations of the earth. 

The rivers of Mexico are torrential 
and are not useful for navigation. Their 
shores are unhealthful toward the south, 
and are surrounded by desert and un- 


inhabited lands toward the north. They 
do not offer numerous shelters to navi- 
gators, nor are there fertile and popu- 
lous archipelagoes nearby. There have 
not been in Mexico conditions which 
might have impelled its inhabitants to 
seek commercial or military fortune, 
or even daily sustenance on the sea. 
The Mexicans have nct been seafaring 
people, but essentially sedentary, home- 
loving farmers for the most part. 

All those circumstances of a physical, 
economic, political, and social nature, 
which we have noted very briefly, per- 
mit an explanation of the process which 
the development of the means of com- 
munication in Mexico has followed. 


HIGHWAYS 


The network of roads existing in pre- 
Hispanic times was divided into a mesh 
of paths for pedestrians, through plains, 
mountains, and forests. The rivers were 
forded or crossed in fragile canoes made 
of hollowed tree trunks. There is not 
a single known bridge of a permanent 
character constructed by the aborigines. 
On the rivers whose banks were well 
populated, bridges of bamboo were usu- 
ally built, ballasted with stones, which 
served as long as no floods came along 
to destroy them. 

The first beasts of Eurden known to 
the Indians were the horses on which 
the soldiers of Cortés rode. The first 
wheels which they saw usec to facilitate 
trensportation were those of the gun 
carriages of the primitive guns em- 
ployed by the conquerors. 

Alexander von Humboldt, who vis- 
ited Mexico in the beginning of the 
nineteenth century, referring to the 
country’s roads, said in his Political Es- 
say on the Kingdom oj New Spain: 


From Mexico to Santa Fé carriages may 
go in a space which would be longer than 
the mountain range of tke Alps if the lat- 


ter were extended without interruption 
s 
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from Geneva to the shores of the Black 
Sea, In fact, on the central plain they 
travel in four-wheeled carriages, in all di- 
rections, from the capital to Guanajuato, 
Durango, Chihuahua, Valladolid, Guadala- 
jara, and Perote; but because of the pres- 
ent poor condition of the roads, trans- 
portation of goods by carriage has not 
been established, and the use of beasts of 
burden is preferred, so that thousands of 
horses and mules in long droves cover the 
roads of Mexico. 


Besides the roads in the plateau to 
which Humboldt referred, when inde- 
pendence was established other high- 
ways had been completed, one of which 
led from the capital to Veracruz through 
Perote and Jalapa, and the other 
through Aculcingo and Córdoba. Of all 
‘the roads constructed during the vice- 
regal epoch, these two were the ones 
marked by the greatest activity. 

The funds for the construction and 
maintenance of those roads were ob- 
tained through the collection of averia 
taxes (on the transportation of mer- 
chandise) and peaje taxes (on beasts of 
burden and travelers). They were paid 
by those who made use of the roads, 
and were collected and administered by 
the “Consulates’”—bodies which to a 
certain extent corresponded to the pres- 
ent-day chambers of commerce, and 
which had some judicial powers in mer- 
cantile matters and performed certain 
fiscal functions. 

During the period of political insta- 
bility which followed the war of inde- 
pendence, the country made little 
progress in the matter of means of 
communication. Roads and bridges 
were frequently destroyed by one fac- 
tion in order to hinder the movements 
of the enemy forces. With public treas- 
uries in bankruptcy and with govern- 
ments more attentive to military prob- 
lems than to the economic development 
of the country, it was not possible to 
look after opening new roads, and the 

se 


conservation of those already existing 
was abandoned. 


Public transportation 


There was no public transportation 
service on the highways until the mid- 
dle of the nineteenth century. Pablo 
Macedo relates that the first line of 
stagecoaches was established between 
Mexico and Puebla about 1849 or 1850 
by Manuel Escandón, and that his suc- 
cessor, Anselmo de Zaratuza, 


extended the stagecoaches to all the popu- 
lated centers of the Republic, creating a 
genuine organization which he personally 
directed with indomitable energy, inde- 
fatigable activity, and uncommon intelli- 
gence, and which facilitated very much the 
transportation of travelers and of public 
correspondence, at prices relatively not 
very high, he having to create everything, 
post offices, stations, resting places and ho- 
tels which, good or bad, helped to make 
the existing means of communication more 
rapid and less uncomfortable, in a country 
without roads and plagued almost always 
with military forces and numerous bands 
of revolutionaries and of outlaws, who 
sought, under a political banner, protec- 
tion for their villainies, excesses, and out- 


rages,? 


When peace was finally made and the 
country enjoyed a long period of tran- 
quillity, and when it was possible to 
balance the budget and there were re- 
sources to apply to the construction of 
works necessary for the movement of 
persons and goods, the period had ar- 
rived in which railroads were being de- 
veloped throughout the world. There 
was no longer any need to base the gen- 
eral means of communication of the 
country upon a system of highways, 
which would direct the principal cur- 
rents of traffic in great trunk lines from 
which would radiate branch roads that 
would cover the whole territory of the 


2 Pablo Macedo, Tres Monografias (México: 
J. BallescA y Compania, 1905), p. 195. 
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Republic. The resources available were 
therefore applied to the construction of 
railroads. The principal existing high- 
ways were abandoned, and only the 
roads of purely local importance were 
maintained, whose terminus was always 
at some railway station. 


Receni construction 


This situation changed remarkably 
with the advent of the internal combus- 
tion engine and the multiplication and 
cheapness of automobiles. In 1925 a 
new period of highway construction was 
begun in Mexico. The National Road 
Commission was created as a body in- 
dependent of the departments into 
which public administration was di- 
vided, with the object of increasing its 
executive capacity in such a way that 
it might be permitted to put into opera- 
tion rapidly a vast program of road 
construction. An impatience succeeded 
the former neglect—a desire for imme- 
diate realization which resulted in the 
adoption of ill-considered projects and 
in a certain waste of effort; but on the 
other hand, it had the advantage of 
giving strong impulse to the construc- 
tion of public highways and of showing, 
in a very short time, the benefits re- 
sulting from better means of communi- 
cation. The National Road Commis- 
sion disappeared in 1929 as an autono- 
mous body, returning to the bosom of 
the Ministry of Communications and 
Public Works, to which by law belong 
the construction and development of 
public roads and the rest of the general 
means of communication of the coun- 
try; but the initial impulse was not lost. 
The opening of public roads continues 
to be a constant preoccupation of Mexi- 
can governments. 

Since 1925 the following great pub- 
lic roads have been built: from Mexico 
City to the United States border on the 
north, passing through the whole west- 
ern part of the state of Hidalgo, and 


crossing from one extreme to the other 
the states of San Luis Potosi, in its rich- 
est region, Tamaulipas, and Nuevo 
León; the Mexico City-Acapulco road, 
which crosses the southern part of the 
Federal District and the states of Mo- 
relos and Guerrero; the Mexico City- 
Veracruz road, which follows almost ex- 
actly the outline of the old highway 
constructed toward the end of the vice- 
regal period; a bifurcation of this latter 
road, which reaches as far as Córdoba, 
passing through Orizaba, and which 
very soon will reach as far as Veracruz; 
the Mexico City-Guadalajara road, 
which follows as far as Toluca the out- 
line of the old road, and which touches 
Morelia and the beautiful region of the 
Mexican lakes; the Monterrey-Saltillo- 
Torreón road; and a multitude of 
branch roads which start from those 
great main roads, constructed some- 
times by the Federal Government, 
sometimes by the states, and sometimes 
by both in collaboration. 

The total length of roads constructed 
by the Federal Government alone since 
1925 is as follows: paved, 2,439 kilome- 
ters; hard-surface, 844 kilometers. The 
corresponding figures for roads con- 
structed by the Federal Government in 
co-operation with the states are: paved, 
1,210 kilometers; hard-surface, 3,892 
kilometers. 


Revenue and expenditures 


For the construction of public roads 
there is a tax on gasoline consumed on 
the roads, at the rate of 8 centavos a 
liter, which is distributed as follows: 
4% centavos for the Federal Govern- 
ment, 24% for the states, and 1 for the 
municipalities. The yield from this tax 
in recent years may be seen from 
Table 1. 

‘The amounts spent by the Federal 
Government alone, in the construction 

= Since this article was written, this tax has 
been raised to 9 centavos a liter. 
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TABLE 1 
Amount 
Year (Mexican pesos)? 
1935 ieeetekets 14,341,973 
1936.. 0... 17,981,892 
ALSK y P 21,307,029 
1938. ....... 22,666,625 


of roads, from 1925 to 1939, are shown 
in Table 2. 


TABLE 2 
Amount 
Year (Mexican pesos) 
1925 (Sept.-Dec.)..  1,221,286.91 
1926... a.a. <. 9,741,816 66 
1927. a aaan. 4,773,345.43 
ROMS die aoaaa. 8,165,881.54 
19296343 Heats 7 944,778.10 
1930. 13,387,502.10 
IRA A O ees 13,850,413.92 
1932) ores Base ese 7,898,778.33 
1933... ccc eee cae 6,445,818.73 
1934... ....... ..  8,733,405.70 
1935: gicedaveaiwane 16,875.515 62 
T9865 eee warriors 27,073,288 43 
TIIT seipa wee,’ 20,007,973.51 
1938... 29,896,684.10 


1939 (Jan—July) ... 17,539,032.31 


193,561,521.39 


Present needs and uses 
It cannot be said that Mexico’s need 


8 The peso in the monetary unit of Mexico. 
Its value in relation te the dollar has varied 
greatly in recent times. The average rate of 
exchange fixed by the Bank of Mexico has 
been as follows: 


Year Pesos per dollar 
1929 55 cit sla Sica tee $08 2.151 
1930 en taniere 2.256 
LOST oenen ies 2.648 
AOS YANA le ieee tres 3.164 
TOSS ssi aa Sy Mees 3.525 
TOBA raSo 3.600 
IDB Sis Pardieniveterec Sa 3.597 
1936 ones eee teed 3.600 
LOB T oss te oad te deste 3.600 
1938. csi vee eeies 4.500 
1939 (July).......- 5.805 


These data are taken from the Revista de 
Estadistica, Aug. 1939, DAPP, Vol. Il, No. 
8,p 27. On October 21, 1939, the commercial 
rate of exchange was 4.84 pesos per dollar. 
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for roads is satisfied, even partially. 
The territory is so vast, there are re- 
gions so sparsely settled and natural 
obstacles so great, that several years 
will be required to complete the most 
essential part of the system of roads 
in Mexico. It is still not possible to 
travel over the country from one border 
to another by automobile, nor is there 
any communication by road from the 
center of the country to the states of 
Sinaloa, Sonora, a great part of Oaxaca, 
Chiapas, Tabasco, Campeche, or Yuca- 
tan. 

The program of construction is be- 
ing confined, for the immediate future, 
to the improvement of the roads already 
built (paving and rectification in some 
stretches of the road which unites Mex- 
ico City with Acapulco, completion of 
some repairs in the road which goes 
from Mexico City to Guadalajara, and 
so forth); to the continuation of the 
second great stretch, that from Mexico 
City to Suchiate, and of the Pan-Ameri- 
can highway; and to the completion of 
several roads already begun, like the 
one from Mexico City to Veracruz, 
passing through Orizaba and Córdoba, 
the road from Carapan to Uruapan, 
the Quiroga-Patzcuaro-Tacambaro road, 
and other roads of less importance. 

In the more distant future, the inten- 
tion is to build the Matamoros-Torreén- 
Durango-Mazatlan road, to unite the 
different stretches already built of the 
road which, from Nogales, on the 
United States border, should go as far 
as Guadalajara; to open a central road 
which would run through the whole re- 
gion of the Bajio and follow, with some 
differences, the old road known in the 
viceregal period as the “inside road” 
as far as Ciudad Juárez, above the Río 
Bravo in the north, and other roads of 
less importance arising from the main 
roads which have just been mentioned. 

The Mexican highways are used 
mainly for passenger traffic. There are 
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numerous public services of this kind on 
all the lines constructed. To Acapulco 
and to places in which there are no rail- 
roads, naturally all the freight is car- 
ried by highway; but except for the 
transportation of vegetables, pulque, 
fruits, and milk produced around the 
great centers of population, which is 
done by highway, the railroads continue 
to be the prevailing system of trans- 
portation. 

The highways have permitted the 
more rapid transportation of corre- 
spondence and oi postal and express 
packages, principally along the well- 
paved and well-preserved great high- 
weys. 


RAILROADS 


The construction of railroads in Mex- 
ico began relatively early. The first 
concession was granted in 1837; but it 
was not until 1850 that the first thir- 
teen kilometers were finished of the 
track which started from Veracruz and 
was to end at the capital. It did not 
reach Puebla until 1869; and only in 
1873 was the whole line opened to traf- 
fic. The same factors that hindered the 
construction of highways and other 
public works retarded the development 
of the railroads at the beginning. The 
civil war, the French invasion, the re- 
sultant anarchy and-.poverty, hindered 
the progress of Mexico in the field of 
communications as well as in all its 
other activities. 

At a certain period there was, fur- 
thermore, opposition toward permitting 
United States capital to be invested in 
the construction of railway lines which 
would join Mexico with that country. 
The wounds produced by the annexa- 
tion of Texas and the Gadsden Pur- 
chase were not yet healed. From the 
fall of Maximilian’s Empire in 1867 to 
the beginning of General Diaz’s edmin- 
istration a decade later, several efforts 
were made for the construction of rail- 


roads in the states of the interior, with 
rather poor results except in the case of 
the Hidalgo and Northeast Railroad 
which joined Mexico City with Pachuca 
and with Tulancingo, and whose in- 
tended terminus was the port of Tuxpan 
on zhe Gulf of Mexico. 

The year 1880 is the date of two im- 
porzant concessions: (1) that of the 
Mexican Central Railrcad, to build a 
line of standard gauge (1.445 meters) 
from Mexico City to El Paso del Norte, 
with a branch road which was to touch 
Guadalajara and reach as faz as the Pa- 
cific coast; and (2) tkat of the Na- 
tional Railroad, from Mexico City, 
passing through Toluca, going down to 
the Bajio and touching San Luis Po- 
tosí, Saltillo, and Monterrey, to Laredo 
on the Rio Grande, with a branch to 
the Pacific, passing through Morelia, 
Zamora, and La Piedad, as far as Man- 
zanillo. 

Eoth enterprises enjoyed important 
privileges, as indeed the following were: 
the right of expropriation, for reasons 
of public utility, of the lands necessary 
for the line, the right to the extraction 
of building materials from zhe ground, 
the right to stations, yards, and ware- 
houses; free importation of materials 
and equipment; public land grants; ex- 
emption from every kind of tax for sev- 
eral years, and subsidies of 9,500 pesos 
per kilometer of constructed line for 
the Central Railroad, 7,500 pesos for 
the National Railroad in its Pacific line, 
and 6,500 pesos in its line to the north- 
ern border. 

The enthusiasm of the public admin- 
istration for the construction of rail- 
roads resulted in the granting of con- 
cessions and subsidies lavishly, without 
any definite plan, until they became a 
heavy burden for the public treasury. 


Policy of 1898 


Beginning with 1898, the Treasury 
Department, which had an interest in 


84 THE AnNats or Tue ÅMERICAN ACADEMY 


the matter, adopted a policy designed 
to check the excessive generosity and 
the disorder formerly prevailing, and 
for the first time formulated a concrete 
policy for the Mexican railroads which 
tended to give the country the system 
of communications that it really needed, 
and sought to acquire a preponderant 
interest in the most important railway 
lines. This was done with two ends in 
view: (1) to avoid the bankruptcy of 
the great lines, which were in financial 
difficulties, and save them from falling 
into the hands of some one of the great 
railroad enterprises of the United States 
which would have managed them in 
agreement with its own private interests 
rather than the interests of Mexico; 
and (2) to create the nucleus, under 
one administration and direction, of a 
general Mexican system. 

In accordance with the plans of Sec- 
retary of the Treasury Limantour,‘ sev- 
eral lines were constructed. Moreover, 
following the features of the railroad 
policy which he had formulated in 
1898, Secretary of the Treasury Liman- 
tour accomplished the consolidation of 
the National Railroads of Mexico and 
the Mexican Central Railroad, and the 
acquisition by the Government of Mex- 
ico of most of the shares of the new 
enterprise, upon bases of which the 
most important from the viewpoint of 
that policy were the following: 


Consolidation of all the lines belonging 
to the National and Central Railroads in 
order to achieve the twofold purpose, al- 
ready begun, of extending as rapidly as 
possible the existing lines, and of develop- 
ing and managing the railroads with all 
economy to the benefit of the railroads 
themselves and of the public whom they 
serve. 

Nationalization of the railroads, or 
rather transference of all the properties 


* Memoria de la Secretaria de Hacienda, 
1898-1899, México: Oficina Impresora del 
Timbre, 1899. n 


belonging to the foreign companies in fa- 
vor of a Mexican company, established in 
the Republic, and managed by a Directing 
Committee residing in the City of Mex- 
ico.® 


Since the Revolution 


The first stage in the intensive con- 
struction of railroads in Mexico was 
halted by the revolutionary movement 
headed by Francisco I. Madero, which 
overthrew the administration of General 
Porfirio Diaz in 1911, and the pro- 
longed civil war which followed. One 
may point out as the only important 
line built between 1911 and 1930 the 
completion between Quemada and Oren- 
dain of the South Pacific line, which 
runs from Nogales on the United States 
border, through the central part of the 
state of Sonora to Guaymas on the Pa- 
cific coast, and which follows the coast 
closely as far as Tepic, and then goes 
into the interior to Guadalajara, where 
it ends. 

The needs of the civil war and the 
difficulties in developing the railroads 
under a private administration which 
was continually subjected to interfer- 
ence by the military authorities, and the 
impossibility of defending railway lines 
and trains from the attacks of belliger- 
ent forces, led the Commander of the 
Constitutionalist Army, Venustiano Ca- 
rranza, to take over the principal rail- 
way lines of the country in 1914. The 
twelve years during which the railroads 
were managed by the government left 
a profound impression upon them. 
Since that time, the railways have been 
a pawn on the political chessboard of 
Mexico. 

In spite of serious efforts made on sev- 
eral occasions, it has not been possible 

3 Injorme del Secretario de Hacienda y 
Crédito Público a las Cámaras Federales sobre 
el uso de las facultades conferidas al Ejecutivo 
de la Unión para la consolidación de los 


Ferrocarriles (Tipografía de la Ofna. Impresora 
de Estampillas, 1908), pp. 18-19. 
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to remedy this situation. The admin- 
istrations of the National Railroads 
have been unstable, and have been sub- 
ject to the fluctuations of politics. In 
1937 the cont:nuation of such a state of 
affairs became impossible, and the gov- 
ernment made an attempt at complete 
absorption of the system within the 
public administration, by creating a 
Department of National Railroads of 
Mexico, whos2 head had a position in 
the presidential cabinet, and consulted 
on matters relating to the development 
of the railroads directly with the Presi- 
dent of the Eepublic. Simultaneously, 
the properties of the railroad company, 
in which the ration had very little more 
than 50 per cant of the stock, were ex- 
propriated in the public interest. 

The experiment was very brief. The 
difficulties between the workers and the 
administration of the lines did not end, 
and finally the government decided to 
hand over the whole administration of 
the railroads to the workers, freeing it 
once more from the governmental bu- 
reaucratic system. 


Present policy 

The railroad policy of the present 
government has been recently formu- 
lated as follows: 


-First: The nationalization of the princi- 
pal railway system of the country. By a 
presidential resolution of June 24, 1937, 
the railway lines which belonged to the 
former Compary of the National Railways, 
and which constitute the principal railway 
system of the country, were expropriated 
in favor of the nation, These lines repre- 
sent approximately 57 per cent of the ex- 
isting lines, their length being 13,128 kilo- 
meters, 526 meters. Nationalization has 
as its principal object that of applying new 
methods to the railway development in the 
country, with che aim of attaining better 
service for the public, better working con- 
ditions for the workers of those lines, and 
finally, an orientation of that development 
toward objectives of national utility. 


Second: As a consequence of the na- 
tionalization of the railroads, the Federal 
Government deemed it necessary to grant 
the administration of them to the workers 
of the former Company of the National 
Railways. This Workers’ Administration 
was established by virtue of a special law 
of Congress, and was created with the 
character of a decentralized public corpo- 
ration, with legal capacity and its own 
patrimony. The aforementioned admin- 
istretion consists of a Ccuncil, composed 
of saven members appointed by the Syndi- 
cate of Railway Workers of the Republic 
through its respective ccmmittees. The 
Council. consists of a president, who has 
the duty of general manager and repre- 
sentative of the Workers’ Administration, 
with all the powers which the civil law 
grants to a general attorney. In the same 
law, the method of managing the income 
is fixed, the participation which is granted 
to the Federal Governmert, the privileges 
granted to the Workers’ Administration, 
and all the rules necessary for the best 
achizvement of the ends sought. 

Despite the short time during which the 
Workers’ Administration has functioned, 
the results of an undertaking beneficial for 
the mass of the people are beginning to 
appear, for it is bringing about a more ef- 
ficieat service and an improvement in the 
economic condition of the railway work- 
ers. 
Third: The third aspect of this railroad . 
policy is characterized by the fact that the 
state has undertaken directly and by itself 
alons the construction of new railway lines, 
with the purpose of connecting distant re- 
gions of the country which constitute eco- 
nomic, ethnic, and culturel elements that 
were isolated through the lack of this ef- 
fective means of communiczaticn. 

Ac the present time, th2 government is 
constructing the following lines: 

a) The Southeast line, which, starting 
from Puerto México, Veracruz, will go as 
far as the city of Campeche, touching the 
states of Verucruz, Chiapas, Tabasco, and 
Campeche, with a length of 780 kilometers. 
This line cuts through on2 of the richest 
regions of the country, and offers incal- 
culable prospects for the development of 
the agricultural, forestal, and livestock 
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wealth of that region. It will be connected 
with the important systems of the Na- 
tional Railroads and the United Railroads 
of Yucatan. 

b) The Caltzontzin-Apatzingan-Zihuata- 
nejo line It will establish the communi- 
cation of a rich zone of the states of Mi- 
choacan and Guerrero, which are mainly 
agricultural and mining. At the present 
time, work on the Caltzontzin-Apatzingén 
Ene is being pushed with great energy. 
The line in its entirety will be 351 kilo- 
meters long. ; 

c) The line from Fuentes Brotantes to 
Punta Peñasco. The construction of this 
railroad is due to the need for incorporat- 
ing, economically and socially, the Terri- 
tory of Lower California into the rest of 
the Republic. This line will be 174 kilo- 
meters long, and will make it possible 
to develop mining resources now latent, as 
well as fisheries and salt works. 

Within the same construction program, 
the Government of Mexico has carried out 
the work of the railroad from Ixcaquixtla 
(Puebla) to Petlalcingo, in the same state, 
with the intention of extending it subse- 
quently to the Bay of Chacahua on the 
Pacific Ocean. This line will permit the 
development of agricultural, forestal, and 
mining products. To date, 74 kilometers 
have been constructed, which are open to 
public service. 

The constructive work of the Govern- 
ment of Mexico in the matter of railroads 
is bound up with an intensive program of 
cultural development. At the same time 
that the railway lines are being built, new 
population centers are being established, 
the hygienic conditions of the existing 
towns are being improved, schools and hos- 
pitals are being founded, roads are being 
built which will become powerful aids to 
the constructed railways, and in short, all 
kinds of activities are being performed 
which the interest of society demands to 
improve the conditions of the people. 

Fourth: The last phase of the railroad 
policy which the Government of Mexico is 
following is characterized by the tendency 
to convert the public services of these sys- 
tems of communication into genuine ac- 
tivities of social usefulness. The attempt 
has been made to give the concessions of 
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public services their real meaning by sub- 
ordinating the special interests of the con- 
cessionary enterprises to the common in- 
terest. Within this program of action, the 
attempt has been made to have the rail- 
roads offer their services at rates advan- 
tageous to the public, to increase their 
revenues by speeding up operations, and to 
offer greater conveniences to passengers by 
establishing new services and by improv- 
ing those already existing. The attemot 
has also been made to have the enterprises 
repair their lines, equipment, and plants, 
replacing the existing provisional works on 
some lines by permanent constructions; 
and, in short, to have them adopt all the 
practices, methods, and systems necessary 
for real public service. 

In carrying out this program, the gov- 
ernment has had the hearty co-operation 
of the railway workers, who at present 
manage not only the important system of 
the national lines, but also the United 
Railroads of Yucatán and three other 
small railway systems, which have recov- 
ered through the initiative and energy of 
the workers.° 


Present conditions 


In reality, the railroads of Mexico 
have not recovered. On the contrary, 
their situation is a difficult one, and the 
service is very defective. Of the thirty- 
one different companies whose lines 
form the whole system of the country, 
only three second-class lines had any 
profit in 1938: the Intercalifornia, 
which is in reality a section of the 
Southern Pacific system of the United 
States which crosses small portions of 
the Territory of Lower California in the 
vicinizy of the international border line; 
the Nacozari, also very close to the bor- 
der, of very short length, and used to 
export the products of the mining zone 
in which it is built; and the Potosi y 
Rio Verde, also very small, built to 

6 Memoria de la Secretaria de Comunica- 
ciones y Obras Públicas, Sept. 1937-Aug. 1938. 
Presentada al Congreso de la Union por el 


C. General Francisco J. Múgica, Secretario del 
Ramo. D.A.P.P. 1938. Pp. 30-32. 
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serve another mining zone, whose trade 
is what supports it. 

The railroads suffer from a notorious 
lack of locomotives and rolling stock, 
from the poor condition of the tracks, 
from an excess of personnel, from a Jack 
of discipline, and from a certain lack 
of organization. 

By reason of a series of disasters 
which occurred in the National Rail- 
roads of Mexico right after they were 
handed over to the administration of 
their workers, the manager made public 
an exhortation addressed to his subordi- 
nates which gives an idea of the condi- 
tions referred to in the previous para- 
graph. It reads in part as follows: 


The whole press of Mexico, and not a 
few of the great daily newspapers of the 
United States, Central and South America, 
and even in Europe, have given publicity 
to the lamentable accidents that have oc- 
curred on our lines, principally on the 
thirteenth day of this year, whose fright- 
ful toll of dead and wounded marks in 
the history of Mexico a shameful page 
of our services, and a deep wound to the 
prestige and sill legitimately acquired by 
the Mexican railroads since the national- 
ization of the Hnes. 

Carelessness, negligence, and perhaps 
even bad faith; egotism which interferes 
with the performance of the worker's most 
elementary duties, even when his own life 
and those of others are at stake—these 
have been the causes which have gradually 
wasted our best rolling stock and caused 
losses running into millions of pesos. In 
short, lack of discipline and lack of a 
serse of responsibility on the part of a 
small number əf workers have bled white 
the reputation of our railway workers, 
which is stil an object of national 
pride." 


The prevailing condition of the Na- 
tional Railroads of Mexico has its par- 
allel in that of tae other railroads in 


T See El Universal and other daily news- 
papers published in Mexico City on May 3, 
1939, 


the country. With the exception of the 
three small lines which we have named, 
of which two are connected with im- 
portant mining enterprises and the 
other really does not form part of the 
Mexican system, all the railroads of 
Mexico are in bankruptcy and suffer 
from the same evils as the principal 
system. 

The problem is still awaiting solution. 
The present situation cannot go on 
without resulting in a camplete collapse 
of the railway communications of the 
country and, with it, vary serious ob- 
stacles in its commercial life and its 
economic development. 


Statistics 


The growth of Mexico’s system of 
railroads is shown in Table 3. 


TABLE 3 
Year Kilometers 
ENE AEE 572 
1883 EE 5,436 
T8938 sive cance 10.642 
1902 irena 15 135 
1929........... 20.561 
4938 66 bes eis S86 ases 23.341 


Data pertaining to the results of the 
operation of the railroads under Fed- 
eral concession have not been pub- 
lished in recent years. For 1936, the 
following figures include all railroads: 
goods transported, 15,500,000 tons; 
passengers, 27,000,000. ‘Those data 
are not adequate, for they give no idea 
of the effective activity on those lines, 
since the average distances traveled 
by passengers and goods are not re- 
ported. 

In the last report which the National 
Railroads of Mexico has published,° ap- 
pear the following data cn operations in 
1937: kilometer-tons of revenue freight 


8 México en Cifras, 1938 (Direccién General 
de Estadística, Secretaría de la Economia Na- 
cional), p. 21. 

3 Informe annual de los Ferrocarriles Na- 
cionales de México, 1938, 
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transported, 4,419,977,204; average dis- 
tance traveled per ton of revenue 
freight, 464 kilometers; passenger-kilo- 
meters, 1,159,357,627; average distance 
traveled by each passenger, 68 kilome- 
ters; total income, 142,183,928.36 pe- 
sos; total expenses, 121,466,012.47 pe- 
sos. Obligations of the company which 
were due and unpaid to December 31, 
1937, are shown in Table 4. 


TABLE 4—OsLIGANNONS OF THE NATIONAL 
Raitroars oF Mexico DUE AND 
Unpaip, DECEMBER 31, 1937 


For capital....... .. 66,457,091.22 dollars 
For interest......... 257,889,541.10 “ 
For coupons which fell 

due and were not 


offered for collection 22,753.84 “ 


EEAS 324,369,386 16 dollars 


MERCHANT MARINE 


Small ships, privately owned, with a 
displacement of no more than 200 tons, 
together with a few owned by the 
government, take care of the coastal 
trade. 

The government has made efforts, on 
different occasions, to create a merchant 
marine by buying ships and operating 
them either directly or by means of 
some company or unions of workers 
subsidized by the public treasury. The 
latest report of the Department of Com- 
munications shows that there are three 
ships of that class, with a total tonnage 
of 6,000 tons, which give service in the 
Gulf of Mexico, and another, of 1,000 
tons, which does service in the Pacific,?° 

The international trade is carried on 
by foreign shipping companies. 

The transportation of oil was for- 
merly done by means of boats belonging 
to the oil companies. Since the expro- 
priation of these companies, oil has been 
transported in boats chartered by the 
exporters. 


10 Sept. 1937-Aug. 1938, D.A.P.P., 1938, pp. 


194-95, à 


The government has con- ’ 


tracted for the construction of several 
tank boats in Italian shipyards, in order 
to create its own oil fleet of merchant 
ships. 

The international maritime commerce 
in Mexican ports for the past four years 
is shown in Table 5. The most impor- 


TABLE 5 
Imports Exports 
(Thousands (Thousands 

Year of tons) of tons) 
1935 PPNS 1,298 4,761 
193626685 s conc 1,360 5,193 
1537.. 2... 1,695 5,499 
1938 ........ 1,558 4,046 


tant items in that trade are oil and min- 
erals.3+ 


AVIATION 


In so rough a country. where the 
distances between some of the centers 
of population and production are so 
great, and where there are so many 
sparsely populated regions which sepa- 
rate important economic zones, aviation 
has succeeded in solving several press- 
ing problems of communication. 

Communication was faulty between 
the center of the country, the southeast- 
ern part of it (Campeche, Tabasco, 
Yucatan, and Quintana Reo), and the 
opposite extreme of the territory (Lower 
Califcrnia). The establishment of ae- 
rial routes has greatly facilitated the 
transportation of persons and corre- 
spondence between those separate re- 
gions of Mexico, and in some cases also 
the transportation of goods valuable in 
relation to their weight, such as chicle 
from Quintana Roo, which is trans- 
ported by the Compañía de Aviación 
Francisco Sarabia to the coast of the 
Gulf of Mexico, where it is shipped to 
the United States; and metallic prod- 
ucts, which are transported by the Ae- 

11 México en Cifras, 1938 (Dirección General 


de Estzdística, Secretaria de la Sconomfa Na- 
cional), p. 20. 
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TABLE 6—PostTaL SERVICE 4 


(Annual average, 














Domestic Service 


Period 
Dispatched Received 
1926-30 1£.0 47.1 
1931-35 20.4 27.1 
1936- 36.3 27.9 
1937- 31.6 27.0 


recnáutica de la Sierra, Mineras Aereas, 
and Wemeco companies from the min- 
ing zones situated in inaccessible moun- 
tain ranges. 

The location of Mexico between the 
United States and the rest of the Ameri- 
can republics makes the country an im- 
portant link in the chain of transconti- 
nental aviation routes, and has given it 
rapid communication with the United 
States and the republics of the Carib- 
bean and South America. There are 
twenty-seven aviation companies in 
Mexico, among which two of them, the 
Compañía Mexicana de Aviación and 
Pan-American Airways, have regular 
airplane service between Mexico and 
Los Angeles, New York, Habana, and 
Central and South America. The total 
length of the aerial network which cov- 





in millions of pieces) 





International Service 









ers the national territory, and which is 
operated with regularity, is 2£,300 kilo- 
meters. Its activity in 1938 is summed 
up in the following figures: 


Kilometers traveled, 6,500,000 
Passengers transported, 76,959 
Correspondence transported, 232 tons 
Express, 1,914 tons 

Baggage, 940 tons 


PosTAL AND TELEGRAPH SERVICES 
Postal service 

In the colonial period, the postal 
service was a monopoly, which the 
Crown sold to individuals until 1766, 
when it was taken over by the govern- 
ment. At present in continues to be a 
monopoly of the state. 

Mexico joined the Universal Postal 


TABLE 7—TELEGRAPH SERVICE 8 


(Annual average, in millions) 

















Domestic Service Internaticnal Service Total 
Sent Sent-Received 2 
Period 
Messages Words Messages 

1926-30 10.0 235.3 .881 
2931-35 10.6 266.8 575 
2936- 14.1 318.3 .529 
1937— 15.3 340.8 561 








18 México en Cifras, 1938, op. cit., p. 21. 
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Union in 1878. In 1895 the parcel post 
and domestic money order services were 
established. The international money 
order service was begun in 1900, with 
the United States. 

Table 6 gives an idea of the activity 
in the postal system of the country. 
For the five-year periods noted, the 
numbers expressed are the annual aver- 
age of the activity during those pe- 
riods. The figures denote millions of 
pieces. 

The year 1932 was the last year in 


which the postal and telegraph services 
in Mexico were separate. For that 
year we have the following data in 
round numbers: personnel, eight thou- 
sand; budget of expenses, ten million 
dollars; receipts, twelve million dollars. 


Telegraph service 

In 1849 permission was granted, for 
the first time, to build a telegraph serv- 
ice in the Republic, the exclusive right 
being granted for ten years to a Span- 
jard named Juan de la Granja. 


COMPANIES OPERATING AIR LINES IN MEXICO 


Concessions, Concessions Pending, and Permits 


(The information given below was taken from the map prepared in August 1939 by the 


Secretarfa de Comunicaciones y Obras Públicas of Mexico and reproduced with some modifi- 


cations on the opposite page. 


the distances given in the last three columns are expressed in kilometers.) 








The numbers in the first column below refer to this map, and 





Length In Not 
Concession of Opera- in 
No Name of Company Expires Concession tion Operation 
1 Mexicana de Aviación May 16, 1955 5,865 4,886 979 
2 Pan-American Airways Not stipulated 4,148 2,251 1,897 
3 Aeronáutica del Sur, S. A. Oct. 1, 1964 2,421 2,421 
4 Transportes Aéreos de Chiapas Aug. 26, 1964 7,806 6,470 1,336 
5 Compañias Aéreas de Veracruz Nov. 1, 1964 802 802 
6 Aeronáutica de la Sierra Pending 273 273 
7 Líneas Aéreas Mineras, S, A. Oct. 10, 1965 3,940 2,999 941 
8 Transportes Aéreos de Jalisco Sept. 1, 1967 241 241 
9 Transportes Aéreos del Pacífico May 21, 1965 736 554 182 
10 Aeronaves de México, S. A. Nov. 5, 1965 301 301 
11 Servicio Aéreo Panini Feb. 21, 1966 1,582 1,582 
12 Taxi-Aéreo de Oaxaca Pending 428 428 
13 Cooperativa de Transportes 
Aéreos Mexicanos April 10, 1940 787 787 
14 Servicios Zárate Aug. 31, 1939 465 465 
15 Antonio Cardenas R. May 10, 1940 1,119 1,119 
16 Wemeco, S. A. Not stipulated 161 161 
17 Warren D. Brockman j ki 192 192 
18 Roberto Dieterle 264 264 
19 Aurelio Leal Treviño as i 82 82 
20 Walter D. Douglas a re 688 688 
21 Enrique Juvera s$ s 82 82 
22 Carlos Mayse y K 170 170 
23 Proyecto Línea Mexicali-La Paz i SA 1,468 1,468 
24 Salvador Arellano V. April 10, 1940 402 402 
25 Felipe Gutiérrez de Lara May 15, 1940 538 538 
26 Max Diaz June 8, 1940 1,694 1,694 
27 San Luis Mining Co. 326 326 
Total 36,981 25,312 11,669 
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Since 1865 the telegraph service has 
been declared a monopoly of the state, 
but with the reservation that the estab- 
lishment of private lines, like those of 
the railroads, could be permitted in spe- 
cial cases. 

In 1873 the linking of Mexico's tele- 
graph service with that of the United 
States was made in Matamoros. 

Table 7 gives an idea of the activity 
in the telegraphic system of the coun- 
try. For the five-year periods noted, 
the numbers expressed are the annual 
average of the activity during those 
periods. The figures denote millions. 

The following data, expressed in 
round numbers, refer to the telegraph 
service in 1932, before its union with 
the postal service: personnel, three 
thousand; budget of expenses, five and 
a half million dollars; receipts, five mil- 
lion dollars. 


Combined services 


In 1933, for the purpose of co-ordi- 
nating and rendering more economical 
the communication services, the postal 
and telegraph services were combined 
under one single administration. The 
following data in round numbers apply 
to the new organization in 1938: per- 
sonnel, eleven thousand; budget of ex- 
penses, twenty-one million dollars; re- 
ceipts, twenty-six million dollars. 

There have been frequent efforts on 
the part of the postal and telegraph 
service employees to separate the serv- 
ices again, but up to now without re- 
sults. It does not seem likely that such 
separation will be agreed upon in the 
future, since the consolidation was due 
to reasons of co-ordination, efficiency in 
management, and economy, although in 
reality it cannot be said that the re- 
sults sought have been attained to any 
appreciable extent. 


TELEPHONE SERVICE 


The telephone service in Mexico is 
Ld 
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carried out through private companies. 
Two of them practically control all the 
services of the country. There are sev- 
eral other companies of very little im- 
portance, which give local service. 

The two great companies are: the 
Compañía Telefónica y Telegrafica 
Mexicana, which is affiliated with the 
International Telephone and Telegraph 
Corporation of the United States; and 
the Compafifa de Teléfonos Ericsson, 
which is affiliated with the firm of L. 
M. Ericsson of Stockholm, Sweden. 
Each company has one concession for 
telephone service in the Federal District 
and another for long-distance services 
outside the Federal District. 

In recent years the Federal Govern- 
ment has built several lines for long- 
distance service, which it operates in 
combination with the telegraphic serv- 
ice. Neither the private services nor 
those of the government are as impor- 
tant as those of the companies men- 
tioned, which have been developed rap- 
idly, and whose services are organized 
with all modern improvements. 

The total number of subscribers of 
both companies has increased as shown 
in Table 8. 


TABLE 8 
Year Subscribers 
19098653 agate nae 2, 
| ae Ea 28,000 
1929,... 74,000 
1939. ... 160,000 


Of the 160,000 telephones installed 
at present, the Ericsson company op- 
erates 60 per cent, and the Mexican 
company 40 per cent. The investment 
of both companies is estimated at forty 
million dollars, and the number of 
their employees at four thousand. 

In conformity with measures adopted 
by the government, these two compa- 
nies are combining their systems in the 
whole country with the exception of the 
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Federal District, where problems of a in spite of that, it may b2 expected that 
technical and commercial nature have- in tae very near future that fusion will 
impeded the fusion of the systems; but be consummated. 


Javier Sánchez Mejorada, México, D. F., is presi- 
dent of the Asociación Mexicana de Mineria and thz 
Mexican Mining Chamber. He kas previously served 
as a member of the International Water Commission 
of Mexico and the United States; member of the Na- 
tional Irrigation Commission; Secretary of Communi- 
cations and Public Works; Executive President of the 
National Railways of Mexico; end Minister for Mex- 
ico to Germany, Austria, and Great Britain. 


Commercial and Cultural Broadcasting in Mexico 


By Pure L. BARBOUR 


All the world is there, 

Singing in that little box; ... 

You hear high-born Colombia’s languid 
bambuco, 

Or the United States’ waggish dialogue; 

And from Mexico you hear 

The impassioned jarabe 

—Enpressing the joy and sorrow of the 
race— 

A song, deep from the Indian’s heart. 


LL the world is there, singing in 

that little box.” That, in all 
truth, is the way in which radio broad- 
casting was first presented to Mexico. 
Whereas some countries, such as France, 
England, and the United States, had 
followed the development of electrical 
communication “without wires” step by 
step, Mexico as a whole first became 
acquainted with radio through broad- 
casting, as a fait accompli. The step- 
by-step process which brought broad- 
casting into being has been developed 
in Mexico, for the most part, since the 
presentation of the completed fact. In 
other words, amateur and experimental 
broadcasting stations have only latterly 
begun to enter into the general radio 
picture in Mexico. 


CONSTITUTIONAL PROVISION FOR RADIO 


This reverse development of radio in 
Mexico is scarcely to be wondered at. 
` Indeed, it is not a fact to be lamented, 
in any sense. Sprung from the head of 
Zeus, so to speak, in full armor, the 
Athena of radio in Mexico knew no 
childhood. The laws which govern it 
are thus adult laws, with adult aims and 
adult bases. Radio has its place in 
Mexico’s Constitution, despite the fact 
that that Constitution (promulgated in 


1From Las Voces del Radio, by Rogelio 
Sotela, Costa Rican poet. Translated by P. L. 
Barbour. 
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1917) was adopted after six years of 
disastrous internecine warfare. Before 
another six years had passed, Mexico 
City was chosen by the Fifth Interna- 
tional Congress of American States as 
the first place of meeting for the Inter- 
national Committee of the Pan Ameri- 
can Union on Electrical Communica- 
tions. 

Though the Conference of Mexico 
City, which opened on May 27, 1924, 
was fruitless, it nevertheless marked a 
step toward international agreement in 
the field of radio which has since borne 
the fruit of the Radio Convention of 
Habana, Cuba, ratified by Mexico as 
recently as June 6, 1939. Mexico is 
thus seen to have accepted radio from 
the start in a serious way, and to have 
given it mature consideration, legally 
and diplomatically. 

To return to the development of ra- 
dio in Mexico, however, it is worth re- 
marking that the first legal measures to 
control and administer telecommunica- 
tion by radio were taken ir. the Decree 
of the Provisional Government of Mex- 
ico dated October 19, 1916. It is note- 
worthy that in that same year, Mr. 
David Sarnoff wrote to Mr. Edward J. 
Nally of the Marconi Company as fol- 
lows: “I have in mind a plan which 
would make radio a ‘household utility’ 
in the same sense as the piano or phono- 
graph. The idea is to bring music into 
the house by wireless.” * 

Fifteen weeks and four days after 
this decree, Mexico adopted a new Con- 
stitution (February 5, 19:7) to sup- 
plant the Constitution of 1857. No 
change whatsoever was made in that 
article of the earlier Constitution which _ 
referred to “freedom of speech.” The 


2 Quoted in Lowell Thomas, Magic Dials 
(New York: Lee Furman, 19393, p. 20. 
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articlé referring to “monopolies,” how- 
ever, was modified to include, among 
other matters, a granting of monopo- 
listic rights to the Federal Government 
as related to radio-telegraphic serv- 
ices.? 

This same article states: “The law 
will .. . punish ... any act... which 
shall stifle . . . free competition in any 
. . . public service.” On the basis of 
the implied consent to private opera- 
tion of radio stations, and with the long 
period of pclitical instability passed, 
Mexico’s first broadcasting station was 
opened in 1923, about three years after 
KDKA, in Pittsburgh, began operation 
with a 75-watt transmitter located in 
a garage. Four more stations were 
opened in 1924, three in 1925, four in 
1926, and sa on.* Gradually, Mexico 
extended her broadcasting facilities. 


INTER-AMERICAN CONFERENCES 


Meanwhile a somewhat sketchy pro- 
vision was made for legal supervision of 
broadcasting stations in the Law of 
Electrical Communication, promulgated 
on April 23, 1926. This law was un- 
doubtedly the outcome of the ill-starred 
Inter-Americen Conference of 1924 in 
Mexico City, and the more successful 
Conference cf 1925, held in Rio de 
Janeiro. Although the United States 
refused to stbscribe to either of these 
inter-American conferences, there is no 
doubt that much valuable groundwork 
was laid at both of them. Without this 
groundwork, the Washington Confer- 
ence of 1927 would possibly have ac- 
complished less. 

In order to make clearer the basis for 


8 Hilarion Noel Branch, The Mexican Con- 
stitution of 1917 Compared with the Consti- 
tution of 1857, Supplement to The Annals of 
The American Academy of Political and Social 
Science, May 1917. Articles 6 and 28, respec- 
tively. 

4 Arthur W. Scharfeld, “The Mexican Broad- 
casting Situation,” Journal of Radio Law, Vol. 
I. No. 2 (July 1931), pp. 205 ff. 


the dissenting opinion registered by the 
United States at the two conferences 
mentioned in the preceding paragraph, 
it should be remarked here that there 
are four fundamentally different bases 
for broadcasting in operation through- 
out the world. First, taere is the sys- 
tem used in the United Sta-es, wherein 
the broadcasting statiors are privately 
owned and operated, subject only to 
necessary governmental regulation. 
Second, there is the system used in 
Italy, for example, wherein the broad- 
casting consists in a scle company li- 
censed by the government, and subject 
to its control. Third, there is the Jap- 
anese system, wherein the government 
itself operates the broadzasting stations. 
And fourth, there is the system, used 
by Mexico, wherein the government op- 
erates some stations, but also licenses 
private individuals to operate on a com- 
mercial or cultural basis, subject to the 
usual governmental regulation. 

The refusal of the United States to 
agree with the findings of the Inter- 
American Radio Conference of Mexico 
City, in 1924, was based on the tend- 
ency of that conference toward govern- 
ment monopoly, if not government own- 
ership, of electrical communication. 
This was held to be incompatible with 
the spirit of the Constitution of the 
United States. Nor were the modifica- 
tions made in Rio de Janeiro a year 
later considered sufficient to admit of 
assent on the part of the United States, 
even though that convention recognized 
brcadcasting as a service of an official 
nature, and “all electrical communica- 
tion facilities were declared to be open 
equally to all.” 5 


ALLOCATION OF CHANNELS 


The Washington Conference, held in 
1927, accomplished much, however, in 
the general reglementetior of broad- 
casting, as well as of radio communica- 

5 Ibid, pp. 196 ff. 


\ 


96 THe ANNALS OF THE AMERICAN ACADEMY 


tion in general. Not only were such 
details as the systematization of “call 
letters,” or identification signals, agreed 
upon, but some progress was made to- 
ward the allocation of broadcasting 
channels to the respective governments. 
Unfortunately, at that time the great 
bulk of the broadcasting stations of 
North America were located in the 
United States. Mexico had but a bak- 
er’s dozen. As a consequence, the lion’s 
share of the available channels was re- 
served for stations in the United States, 
and the insignificant balance left to 
Mexico and Canada. 

At that time, short-wave broadcasting 
was almost unknown. In fact, the first 
“short-wave pick-up” on this continent 
had been made only two years before. 
Therefore, the allocations made at the 
Washington Conference dealt primarily 
with long-wave broadcasting, and only 
superficial (or technical) attention was 
paid to the channels available in the 
higher frequency range. Even so, the 
number of channels made available for 
-broadcasting at that time was extremely 
limited—some ninety-six channels for 
the United States. 

It so happens, however, that the same 
channel can be used by two or more sta- 
tions simultaneously, provided there is 
sufficient distance between them to 
avoid possibility of interference, and 
provided that the power of any one of 
such stations is not great enough to 
overcome the limitations imposed by 
mere distance. Furthermore, there is 
the possibility of alternate use of the 
same channel by two or more stations. 
On this basis, then, there has been room 
for a number of Mexican stations in a 
band which would not seem to be broad 
enough for the 800-odd stations in the 


United States. At the time of the ' 


Washington Conference, nevertheless, 
Mexico considered that insufficient air 
space had been given her, and it is pos- 
sible that this difficulty may have re- 


tarded the development of radio broad- 
casting in Mexico. 


PRESENT REGULATIONS 


A little over three years after the 
Washington Conference, the first gen- 
eral law regulating broadcasting was 
enacted. This was the Lev sobre Vias 
Generales de Comunicación y Medios 
de Transporte, of January 2, 1931. 
This law was soon modified, however, 
and the Decree of June 28, 1932, took 
its place. While the new law offered 
certain advantages over the preceding 
one, it did not turn out to be entirely 
satisfactory, and a revised law was 
passed bearing the date of December 
23, 1936. This latest law has the 
title: ‘Regulations for Commercial, 
Cultural, Scientific Experiment and 
Amateur Radio Stations.” It became 
effective on January 1, 1937.° 

These regulations divide the radio 
stations of Mexico into four classes: 
first, commercial radio broadcasting 
stations; second, cultural radio broad- 
casting stations; third, scientific radio 
experiment stations; and, fourth, ama- 
teur stations. In these regulations, pro- 
vision is thus made for experimental 
and amateur stations, which, as has al- 
ready been noted, followed rather than 
preceded the commercial and cultural 
stations. 

The provisions regarding the opera- 
tion of all four classes of stations are 
interesting. Leaving aside, however, 
the provisions for the experimental and 
amateur stations, it is noteworthy that 
Article 24, Section 3, of the Regulations 
requires that “Every program must con- 
tain at least 25 per cent of typically 
Mexican music.” This applies to both 
commercial and cultural stations. Fur- 
thermore, there is a regulation for the 


€ U. S. Department of Commerce, Bureau of 
Foreign and Domestic Commerce, “World 
Radio Markets, Mexico,” July 11, 1939, pp. 
554.01-554.12. 
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commercial stations which forbids more 
than two minutes of continuous adver- 
tising, without the interpolation of at 
least one musical number. Finally, 
candidates for amateur competitions 
over the commercial stations may not 
be more than five in number, and must 
have been previously selected. For cul- 
tural stations, there is the additional 
provision that “the numbers on a pro- 
gram shall heve as their purpose to pre- 
sent to the radio audience subjects or 
matters of a positively scientific or ar- 
tistic character.” * 

Since the promulgation of these regu- 
lations, there has been some discussion 
in Mexico as to the relative merits of 
their provisims. In fact, on January 8, 
1937, only a week after the regulations 
went into effect, the owners or operators 
of several of the more important sta- 
tions in the country wrote to the De- 
partment of Communications and Pub- 
lic Works in protest. The joint letter 
of these several broadcasters was an- 
swered at considerable length by the 
Department.” 

There is little of interest in the an- 
swer, except for the paragraph which 
refers to the provision that “every pro- 
gram must œntain at least 25 per cent 
of typically Mexican music.” The pro- 
testing broadcasters suggested that this 
provision should read: “At least 25 per 
cent of the total number of selections 
performed daily must be of Mexican 
authorship.” The answer reads: 


Your suggestion could not be accepted, 
because it wculd deprive of all virtue the 
idea which established this paragraph of 
the provision on which we are comment- 
ing, which is none other than that of dif- 
fusing our typical music with greater in- 
tensity, as this constitutes one of the most 
fertile manifestations of our popular art. 
It cannot be required, as you desire it to 
be said, merely that the concessionaires 


T Dept. of Com, op cit., pp 554 02—554 04. 
8 Ibid., pp. 354.10-554.12, 


are obliged to transmit in their programs 
25 per cent of music of national authors, 
because not all our authors create typically 
Mexican music. 


The letter adds that to apply the lim- 
itation of 25 per cent to musical pro- 
grams only would reduc2 the amount of 
typically Mexican music to be broad- 
cast in the course of the day, in contra- 
diction to the ideas of those who formu- 
lated the regulations. 

This answer to the lecter of protest is 
entirely in accord with the lengthy “Ex- 
position of Motives” wkich prefaces the 
furdamental Law on Radio, dated Janu- 
ary 2, 1931. As 25 per cent of typically 
Mexican music is required, just so the 
establishing of radio studios on foreign 
soil is prohibited on “nationalistic 
grounds” as a defense of “the national 
culture.” ® 

Although the letter from the Depart- 
ment of Communications and Public 
Works also includes some reference to 
a new radio law “which is in prepara- 
tion,” so far as can be ascertained, the 
new law has not yet been approved. 
The only additional legislation relating 
to radio which has apparently been 
published up to date (January 25, 
1940), has been the Decree promul- 
gazed on June 6, 1939, in which the 
First Inter-American Radio Convention, 
signed in Habana, Cuka, on December 
13, 1937, is approved. 

Such, then, is the background of 
Mexican broadcasting: Born full- 
fledged, Mexican radia developed rap- 
idly, both commercially and culturally. 
Backed by sound laws anc regulations, 
and encouraged by a government ever 
interested in promoting the develop- 
ment of the country, Mexican broad- 
casters have been able to accomplish 
much in the way of unifying the coun- 


3 Secretaría de Comunicaciones y Obras 
Publicas, Ley Sobre Vias Generales de Com- 
unicacién y Medios de Transporte (México, 
1931), p. LXVII 
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try, and, through their short-wave out- 
lets, to present to the rest of the world 
a fair picture of what is best in Mexican 
music and culture in general. 


THe Existisc RADIO SYSTEM IN 
MExIco 


Available information would seem to 
indicate that Mexico’s first broadcast- 
ing station was opened in 1923, as men- 
tioned before. In any case, by the end 
of 1924 there were a handful of stations 
in operation. One of the first of these, 
which is still in operation, was XEB, 
the broadcasting station of the great 
cigarette manufacturing company, El 
Buen Tono, S. A. This was, and is, a 
station of the usual privately owned 
type, with good commercial programs, 
and with a tendency to co-operate with 
the government in all programs of im- 
portance. z 

Educational, or cultural, broadcast- 
ing got an early start in Mexico. In 
November 1926 the Pan American 
Union announced that extension courses 
for teachers had been inaugurated under 
the Direction of the Department of Pri- 
mary and Normal Education. These 
were “to be given by radio every Satur- 
day for the benefit of those who have 
not completed the studies leading to a 
degree.” 1° 

Whatever cultural or educational sta- 
tions were in existence at the time were 
soon overshadowed by the inauguration 
of the powerful transmitter of KEW, 
La Voz de América desde México, the 
outstanding commercial station in the 
country. Operating with a power of 
5,000 watts on the day of its inaugura- 
tion, September 18, 1930, XEW in- 
creased its power to 50,000 watts by 
September 18, 1933. Four years later, 
XEW added its short-wave outlets (all 
bearing the call letters of XEWW), and 
still later, on September 18, 1938, in- 


19 Bulelin of the Pan American Union, Vol. 
LX (Nov. 1926), p. 1152. i 


creased its power over long wave to 
100,000 watts. On September 18, 1939, 
XEW announced a further increase in 
its power, to 200,000 watts, by which 
it became the most powerful broad- 
caster on the continent. The anniver- 
sary program presented on that date is 
worth recording: 


7:00 am. Grand Band of the Republic 
7:45 Metropolitan Quartet 

8:00 News 

8:10 Accordion duet 

8:15 Tata Nacho Orchestra 

8:45 Mexican songs 

9:00 Popular music 

9:15 Children’s Chorus 

9:45 Mexican Troubedours ; 
10:00 “La Lira de San Cristóbal 


las Casas,” mus:cal 


10:30 Zarzuela, “Marina” 

11:15 Cuban performers in Mexi- 
can Music of Agustín Lara 

11:45 Mexican popular music 

12:00 Noon Typical Orchestra of Miguel 
Lerdo de Tejada 

12.30 pm. Songs from the North 

12:45 Variety 

1:00 Songs of the Pánuco 

1:30 Songs and Orchestra 

2:00 Esparza Oteo 

2:40 News 

3:00 Chucho Martinez Gil, typi- 
cal singer 

3:15 Trio “Los Taridcuris” 

3:30 Soprano, tenor, and Orches- 
tra 

4:00 Comedy-drama 

4:45 Typical Orchestra 

5:00 Variety show 

6:00 Songs and orchestra 

6:30 Children’s progrem 

6:35 Group of Madrigal singers 

7:15 News 

7:35 Martínez Gil Trio 

7:45 José Mojica, with Orchestra 
of Vigil y Robles 

8:15 Ortiz Tirado, teror 

8:45 Pedro Vargas, tenor 

9:15 The Works of Agustín Lara, 

f Emilio Tuero anid Orchestra 

9:45 Mascagni’s opera, “Cavalle- 
ria Rusticana” 

10:45 News 
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11:00 From the Basilica of S. Ma- 
tia de Guadalupe: soprano, 
tenor, and organ 

11.30 Carmen Redondo, Paco Sie- 
rra, and Orchestra 

12:00 map. Pepe Gufzar and Charros 

12:30 Am XEW Serenade 

1:00 Mexican Songs, with guitar 


As will be noted, by far the greater 
part of this program is composed of mu- 
sical numbers. Furthermore, those mu- 
sical numbers were composed or per- 
formed by the outstanding musicians of 
the whole country. Not only that, but 
this series of “petits concerts,” inter- 
mixed with dialogue, news, an occa- 
sional bit of “variety show,” and a one- 
act opera, is a worthy tribute to the 
genius and capabilities of the Mexican 
artists. 

Not long after the special program 
in honor of the ninth anniversary 
of XEW, another station—XEQ— 
presented a program extraordinary in 
honor of its first anniversary, Novem- 
ber 1, 1939. Although almost of neces- 
sity less imposing in its composition, it 
is noteworthy that XEQ presented six- 
teen hours of extremely interesting pro- 
grams on that day, including a Spanish 
zarzuela and a parody of the all-too- 
well-known “Don Juan Tenorio” of Zo- 
rrilla. The outstanding musical num- 
ber, in addition to the zarzuela, was the 
guitar recital of Alfonso, the great Span- 
ish guitarist. 

Both XEW and XEQ have their 
short-wave outlets, XEWW and XEQQ, 
which make it possible for listeners out- 
side of Mexico to tune in on these ex- 
ceptionally good programs. As a mat- 
ter of fact, XEW is quite audible on 
long wave as far away as New York or 
Boston, but suffers from interference on 
the same frequency by a station located 
in the United States. XEQ is not audi- 
ble at so great a distance, but has suffi- 
cient power to cause an unpleasant 
“hum” or low-pitched whistle in the 


broadcasts of another station on the 
same frequency, again located in the 
United States. Reception conditions 
for distant long-wave stations vary con- 
siderably in a territory as lerge as that 
of the United States, however, and they 
vary also with the seasons. The fore- 
going remarks are therefore not neces- 
sarily applicable to audibilitv of these 
two Mexican stations in other parts of 
the United States. 


Other important stations 


In addition to these two outstanding 
commercial stations, Mexico has a 
handful of other important stations, one 
of which (XEB, referred to before) is 
also in the Capital. The total number 
of long-wave stations in operation is in 
the neighborhood of a hundred. This 
is in proportion with the number of sta- 
tions operating in the United States. 
As regards power, on the other hand, 
with the exception of XEW and XEQ, 
Mexico’s broadcasters as a whole are 
far less powerful than the run of sta- 
tions in the United States. Their dis- 
tribution over the Republic is indicated 
on the schematic map drewn by the 
author for this article. 

Besides the commercial broadcasters 
shown on the map, this includes also 
a number of cultural stations, operated 
by the Mexican Government. The 
more important of these are operated 
by the Departamento Autónomo de 
Prensa y Publicidad, or Government 
Publicity Agency, which has its head- 
quarters in Mexico City. Commonly 
called the D.A.P.P. for convenience’ 
sake, this agency presents educational 
and entertainment programs for a vary- 
ing number of hours each day. Most 
of these programs are broadcast over 
short wave only, or over short and long 
wave simultaneously. Several “Official 
Stetions” are in operation, but are of 
relatively little importance because of 
their low power. 
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RADIO AS A MEANS OF COMMUNICATION 
IN MeExIco 


Prior to the inauguration of the regu- 
lar series of broadcasts conducted by 
the D.A.P.P., on March 15, 1937, 
broadcasting in Mexico was fundamen- 
tally similar to that of the United 
States, with zhe exception of a few sta- 
tions which were operated by one or 
another governmental agency or min- 
istry. While there has always been a 
certain flavor of nationalism about the 
Mexican broadcasts, encouraged by the 
radio laws themselves, little had really 
been accomplished by the various sta- 
tions in the way of utilizing radio as a 
valuable means of communication be- 
tween the gcvernment and the people, 
or even betveen the better educated 
classes and the less educated classes. 
Certainly no concerted, co-ordinated 
effort had keen made in that direc- 
tion. 

With the formation of the D.A.P.P. 
and its subsequent entry into the field 
of radio, however, signs of more formal 
acceptance of radio’s responsibility in 
that phase of communication which 
may be termed national education be- 
came evident. The diversified activi- 
ties of various official and semiofficial 
institutions were correlated, and the 
artistic co-operation of various min- 
istries was obtained, including the De- 
partment of Education, the service 
bands and orchestras, and other ele- 
ments. 

The plans for the utilization of radio 
for internal communication were sup- 
plemented with plans for international 
propaganda of Mexican culture. The 
national and international phases of the 
work of the D.A.P.P. were combined at 
an early date, and the “National Hour” 
was established as a regular Sunday 
evening program. Following the sug- 
gestions of the President, this ‘“Na- 
tional Hour” is rebroadcast by every 
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station in the Republic, both long and 
short wave.*! 

The result of this activity is shown 
by the report of the D.A.P.P. for the 
fiscal year ending August 31, 1937. 
This indicates a total of 2,579 programs 
broadcast, including 30 special concerts 
and 123 special broadcasts originating 
outside the studios. The tozal number 
of hours of broadcasts during the seven 
and a half months included in the Me- 
moria del D.A.P.P. amounts to 1,980. 

During the following fiscal year, end- 
ing August 31, 1938, the activity of the 
D.A.P.P. was even greater. The fifty- 
two Sunday “National Hours” were 
presented, including musical programs 
and talks on education, industry, agri- 
culture, petroleum, touring, highways 
and communications, and other sub- 
jects? Furthermore, a special cycle 
of conferences was prepared and pre- 
sented for the Ohio State University, 
Columbus, Ohio, over short wave. This 
experiment in International Educational 
Work by Radio was organized under 
the direction of Dr. William S. Hendrix, 
of that university, with the co-operation 
of the Rockefeller Foundation and of 
the Mexican Government. In view of 
the outstanding importance of this ex- 
periment, the author feels honored in 
having been able to contribute slightly 
to the results obtained. Seldom has a 
more significant roster of prominent 
names collaborated in the radio presen- 
tation of any country’s culture. 

With that indication of the strides 
being taken by radio in Mexico, it is 
perhaps as well to leave further detail 
to the reader’s private investigation, ei- 
ther through the medium of short-wave 
listening or through the brief list of 


1- Memoria del Departamento Autónomo de 
Prensa y Publicidad (México, DF, 1937), 
p. 23. . 

12 Memoria del Departamento Autdénomo de 
Prensa y Publicidad (México, D.F., 1938), 
p#1i6. 
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works on the subject presented at the 
end of this article. It is obviously im- 
possible to give a complete picture of 
so kinetic a force as broadcasting. A 
list of stations in operation which may 
be accurate today will surely suffer 
some alteration within the fortnight. 
Policies in the presentation of radio 
programs change, too. The world 
moves on, and moves rapidly. Radio, 
more sensitive, perhaps, to changing 
conditions than any other means of 
communication, must move with the 
world, 
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Foreign Investments 
By EDGAR TURLINGTON 


OR better or worse, Mexico is what 
she is today largely because of for- 
eign investments. Without foreign in- 
vestments, beginning with the venture 
of the lives and fortunes of the Spanish 
conquistadores and continuing with the 
funds employed in the development of 
mining and agriculture under the colo- 
nial regime, the loans granted shortly 
after the achievement of independence, 
the constant influx of capital for rail- 
way construction, mining, and agricul- 
ture in the Diaz era, and the most 
recent outlays for the extraction of 
minerals and oil and the development 
of electric pcwer, Mexico would be to- 
day a primitive geographical area with- 
out national unity and untroubled by 
the problems of distribution of land, 
conservation of natural resources, ame- 
lioration of labor conditions, and so- 
cialization of industry which she is try- 
ing to solve tarough the Revolution now 
in its thirtieth year. The considerable 
portion of the economic life of Mexica 
that is still primitive presents no prob- 
lems that cannot be solved by the grad- 
ual processes of evolution. The prob- 
lems which press for immediate and, in 
the opinion əf the present leaders of 
Mexico, revolutionary solution are those 
which arise in connection with the part 
of Mexican economic life which has 
been developed by the initiative and 
with the funds of foreign investors. 
The fate of foreign investments in 
Mexico and, io a large degree, the fate 
of the ambitious Mexican program of 
social and economic reform depend on 
the reconciliction of the aims of the 
Revolution with the rights and interests 
of foreign investors, on whose behalf it 
is urged that the problems now pressing 
for solution cannot be effectively solved 
without due r2gard to the facts that the 
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Mexican national economy as a whole 
is geared to the machinery of interna- 
tional commerce; that the achievement 
of higher standards of education, 
health, housing, nutrition, and ameni- 
ties of life must be long delayed if for- 
eign capital and enterprise suddenly 
cease to be available; and that relations 
of good understanding between Mexico 
and other countries are definitely de- 
sirable. 


AMOUNT INVESTED BY FOREIGNERS IN 
Mexico 


There is no way of ascertaining how 
much foreign capital has been invested 
in Mexico since the first trinkets were 
presented by the conquistadores to the 
emissaries of Montezuma. There is 
likewise no substantial basis for the 
statement, confidently made by some 
persons, that the return on foreign in- 
vestments in Mexico has been, through- 
out the history of the country, in the 
same proportion as the gold and jewels 
which Cortés received in exchange for 
his trinkets. An approximation to the 
amounts invested by foreigners in prop- 
erties which were still intact was made 
by a competent observer at the end of 
the year 1921. The total amount, ac- 
cording to his estimate, which was given 
a limited confidential circulation, was 
$1,954,000,000, of which $652,000,000, 
a little less than one-third, was of Amer- 
ican origin. This estimate should be 
compared with an estimate made ten 
years earlier by another observer, who 
valued the American investments at 
more than a billion dollars.* 

1See Cleona Lewis, America’s Stake in In- 
ternational Investments (Washington: Brook- 
ings Institution, 1938), pp. €12-14; and James 
Morton Callahan, American Foreign Policy in 
Mexican Relations (New York: Macmillan 
Co., 1932), pp. 510-16. 
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It should be borne in mind, of course, 
that except in the case of securities pay- 
able in foreign currency, a dollar or a 
pound once invested in Mexico becomes 
a fixed number of pesos which follow 
the fate of the peso in the exchange 
markets. If the sum of $2,500,000,000, 
a probable figure, is taken as represent- 
ing the foreign investments made in 
Mexico in properties which are still in- 
tact, that sum, apart from about half 
a billion dollars which escaped the fate 
of the peso, must be regarded as having 
been in pesos worth half a dollar each 
at the time of the investment, but at 
the present time worth only twenty 
cents each. 

It should also not be overlooked that 
many of the foreigners who have put 
money into Mexico have gone there 
themselves and contributed to the de- 
velopment of their properties qualities 
of intelligence, energy, thrift, and in- 
tegrity which are not included in the 
balance sheets. 


PRESENT VALUE OF FOREIGN INVEST- 
MENTS IN MEXICO 


The value ? of the properties in which 
foreign money was invested in Mexico 
was at one time probably at least double 
the amount of the capital outlay. At 
the present time, however, the value of 
the properties is considerably less than 
the amount of the investment. The 
most striking discrepancy between pres- 
ent: value and original investment is 
found in the bonds issued or guaranteed 
by the Mexican Government. The 
amount paid by foreigners for such 
bonds was in excess of half a billion 


2 Value is notoriously difficult to define and 
determine. As used here, the word “value” 
is nearly synonymous with “market price,” 
which is largely a capitalization of probable 
income, The alternative approaches to valua- 
tion (market values, capitalized earnings, and 
book values) are discussed at page 46 of the 
Department of Commerce study cited in note 


4, infra. 
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dollars? The market price of these 
bonds is now about twenty-five million 
dollars. The value of other foreign in- 
vestments has depreciated to such an 
extent that the American part of those 
investments, comprising over half the 
total, was estimated by the Department 
of Commerce, as of 1936, et less than 
half a billion dollars. By reason of 
the subsequent decline of the exchange 
rate and the subsequent expropriation 
of the foreign oil properties, which are 
replaced by claims against the Mexican 
Government, it would be necessary to 
state the 1940 value of American in- 
vestments in Mexico, on the basis of the 
1936 figures, at less than $200,000,000, 
and the 1940 value of all foreign invest- 
ments in Mexico at less than half a 
billion dollars. 


DISTRIBUTION BY NATIONALITIES AND 
ITEMS OF INVESTMENT 


The distribution of foreign invest- 
ments (including bonds) by nationali- 
ties was stated in 1921 as: British, 
$670,000,000; American, $652,000,000; 
French, $282,000,000; Spanish, $188,- 
000,000; German, $75,000,000; Dutch, 
$51,000,000; Belgian, $10,000,000; 

3 See my Mexico and Her Forzign Creditors 
(New York: Columbia University Press, 
1930), pp. 289, 318. 

í Paul D. Dickens, American Direct Invest- 
ments in Foreign Countries, 1936, Washington: 
Government Printing Office, 1338 (Depart- 
ment of Commerce, Bureau of Foreign and 
Domestic Commerce, Economic Series—No. 1), 
p. 12. The figures for direct American in- 
vestments in Mexico as of 1935 given at pages 
575 to 603 of the Brookings Institution study 
cited in note 1, supsa, total $642 000.000. The 
difference is largely accounted for by the fact 
that Dr. Dickens attributed more weight than 
did Dr. Lewis to values shown on the books 
of the Mexican subsidiaries of American con- 
cerns. “The book value as shown on the 
books of the foreign company may,” according 
to Dr. Dickens (p. 46), “grossly overvalue or 
undervalue the assets of the concern.” There 
are indications that the American concerns 
regard the book values of their Mexican sub- 
sidiaries as having been grossly undervalued. 
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Swiss, $9,009,000; others, $16,000,000. 
The figures not including bonds are: 
American, $630,000,000; British, $550- 
000,000; Spanish, $188,000,000; French, 
$182,000,000; German, $50,000,000; 
Dutch, $16,000,000; Belgian, $5,000,- 
000; Swiss, $4,000,000; others, $16,- 
000,000. 

A rough estimate made ten years 
later,’ after the changes of investment 
incident to the World War had been 
taken into account, placed nearly two- 
thirds of all foreign investments, other 
than investments in bonds, in the hands 
of Americans. The total of such in- 
vestments was estimated at 4,600,000,- 
000 pesos, of which 3,000,000,000 pesos 
were thought to be American; 900,000,- 
000 British; 375,000,000 French; and 
325,000,000 others. Of the direct debt 
of the government, 22.9 per cent was 
estimated to be held by Americans: 
32.4 per cen: by the French; 19.6 per 
cent by the British; 6.8 per cent by the 
Germans; 6 per cent by the Dutch; 5.8 
per cent by Belgians; and 4 per cent by 
the Swiss. Of the guaranteed railway 
debt, the French were believed to hold 
36.4 per cent, British 35.9 per cent, 
Americans 12.5 per cent, Dutch 10 per 
cent, Swiss 2.7 per cent, Belgians 2 per 
cent, and Germans 0.3 per cent. 

By items of investment other than 
investments :n bonds, the above-men- 
tioned estimate of 1921 placed $461.- 
000,000 of Zoreign capital in mining 
and smelting, $435,000,000 in railroads, 
$274,000,000 in rural holdings, $147,- 
000,000 in oil lands and refineries, 
$122,000,000 in public utilities, $104,- 
000,000 in manufacturing, $67,000,000 
in bank shares, and $24,000,000 in 
wholesale and retail stores. 

These items should be compared with 
the following, given by the Depart- 
ment of Commerce,® for American di- 


5In my Mexico and Her Foreign Creditors, 
op. cit., p. 323. 
® Publication cited in note 4, supra. 
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rect investments in Mexico as of the 
end of 1936: manufacturing, $8,300,- 
000; distribution, $10,800,000; agricul- 
ture, $17,200,000; mining and smelting, 
$213,400,000; petroleum, $69,000,000; 
public utilities and transportation, 
$147,800,000; miscellaneous, $12,900,- 
000. They should also be compared 
with the Brookings Institution esti- 
metes” of American direct investments 
in Mexico in 1935, as manufacturing, 
$6,000,000; selling organizations (in 
1929), $8,700,000; agriculture, $35,- 
703,000; mining and smelting, $237,- 
800,000; oil, $206,00C,000; railroads, 
$60,500,000; public utilities, $90,400,- 
000. 

It should be noted, moreover, that 
the Mexican official estimate in 1934 of 
the American capital invested in the 
Mexican oil industry up to 1933 was 
499,000,000 pesos, or 52 per cent of 
the total investment of 960,000,000 pe- 
sos in that industry.* 

im the estimate of 1921 the American 
participation in manufacturing was 
given as 12.4 per cent of the total for- 
eign participation; in selling it was one- 
half of 1 per cent; in agriculture, 40 
per cent; in mining and smelting, 60 
per cent; in oil, 61.2 par cent; in rail- 
roads, 30.8 per cent; and in public utili- 
ties, 2.5 per cent. The percentages 
have changed somewhat in later years, 
notably downward in agriculture and 
upward in distribution (selling) and 
public utilities. Reducng the agricul- 
tural figures more or less arbitrarily to 
20 per cent, raising the percentages for 
merchandising and publ:c utilities to 10 
anc. 40 per cent respectively. and chang- 
ing the oil percentage to that of 54 indi- 
cated in the Mexican Statistical Year- 

T Publication cited in note 1, supra 

8 Estados Unidos Mexicanos, Secretaría de 
Ja Economía Nacional, Dirección General de 
Estedistica, Aféxico en Ci'ras (Atlas Esta- 
distico), Talleres Graficos ce la Dirección de 


Geozrafia, Meteorologia e Hildrologia, Tacu- 
baya, D. F., 1934, p. 66. 
e 
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book of 1934,® we have figures as shown 
in Table 1, based on those of the Brook- 
ings Institution, for the distribution of 
total direct foreign investments, as of 
1935, among Mexican industries. 


TABLE 1 
Foreign 
Industry Investment 

Manufacturing .......... $ 48,400,000 
_ Distribution ............. 87,000,000 
Agriculture ............. 178,500,000 
Mining and Smelting ..... 396,300,000 
Ol eaea Uiseakeiges 381,500,000 
Railroads ..........0000- 196,400,000 
Public Utilities .......... 226,000,000 
Miscellaneous (added) 25,200 000 
$1,539,300,000 


These figures, as already indicated, 
cannot be regarded as stating the pres- 
ent values of foreign investments in 
Mexico, They are, however, an ap- 
proximation of the values as they would 
be but for the recent decline of the peso 
_and the recent expropriation of the oil 
properties, and as they might be within 
a foreseeable future if the aims of the 
Revolution were reconciled with the 
rights and interests of investors. 


FOREIGN INVESTMENTS AS AFFECTING 
ECONOMIC Lire 


The largest single element in the na- 
tional economy of Mexico is agriculture 
(including stock raising and forestry), 
which employs 70 per cent of the “eco- 
nomically active” population of the 
country.*° Of the total capital invested 
in agriculture, approximately one-eighth 
is foreign. The ratio of the foreign 
investment to the total is obviously not 
such as to occasion serious alarm to the 
Mexican Government. The expropria- 
tion, since 1915, of nearly ninety thou- 

¿sand square miles of agricultural lands 


8 México en Cifras, op. cit. 

10 Ibid., p. 18. 

it See Frank Tannenbaum, The Mexican 
Agrarian Revolution (New York, 1929), p. 
517, 
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is understood to have been applied to 
Mexican and foreign landowners ap- 
proximately in the same prcportions as 
their respective holdings. 

Foreign investments in manufactur- 
ing enterprises are likewise not in 
alarming proportion to Mexican invest- 
ments in those enterprises. The total 
investments in manufacturing were offi- 
cially estimated in 1934 at 980,000,000 
pesos.1? The percentage of foreign in- 
vestments in two of the principal manu- 
facturing enterprises, food products and 
textiles, was officially estimated at the 
same time at less than 48 per cent." 
The ratio of foreign to Mexican invest- 
ment in other manufacturing enterprises 
was not stated. 

Mining and smelting, public utilities, 
and wholesale and retail merchandising 
are controlled by foreign capital. Of 
the total investment in mining and 
smelting, less than 5 per cent is Mexi- 
can. The Mexican participation in 
public utilities and merckandising is 
greater than 5 per cent but much less 
than half. 

The oil industry in Mexico was, as 
everyone knows, dominated by foreign 
capital until the expropriation of the oil 
properties in March 1938. The Mexi- 
can participation was only 5 per cent.1* 
The expropriation of these properties 
was declared by the Mexican Govern- 
ment 15 to be necessary to protect the 
economic life of the nation against the 
consequences of the refusal of the own- 
ers to comply with a Labor Board order 
for increase of wages and improvement 
of labor conditions. 

The drastic action taken in the case 
of the oil properties may be regarded as 
a warning to foreign interests which 

12 México en Cifras, op. cit., p. 69 

13 Ibid., pp. 70, 71 

14 Ibid., p. 66. 

15 Notas Diplomáticas Crusadas entre los 
Goòiernos de México y de la Gran Bretaña 


con Motivo de la Expropiación de la Industria 
Petrolera (Mexico, 1938), p. 12. 
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control other industries of vital impor- 
tance to the country. 

The field of railway transportation 
was under the domination of foreigners 
until the early years of the present cen- 
tury, when g controlling stock interest 
in the two principal railway systems 
was acquired. by the Mexican Govern- 
ment for the express purpose of safe- 
guarding th= national economic life 
against the possibility of the abuse of 
the power previously in the hands of 
the owners cf those systems. The ac- 
quisition wes effected by purchase, 
without resort to expropriation, and was 
followed by 2 merger of the two systems 
into a new company, the National Rail- 
ways of Mexico. Foreigners still own a 
substantial part of the stock and nearly 
all the bonds of the National Railways. 
In view of the government’s ownership 
of the controlling stock interest, the fact 
that the bords have been long in de- 
fault has not had the consequence of 
throwing the properties into the hands 
of the bondholders. 


EXPROPRIATIONS 


The oil properties seized in March 
1938 were, like all other private prop- 
erty in Mexico, under the protection of 
the provision of the Constitution of 
1917 that “private property shall not 
be expropriated except for reasons of 
public utility and by means of indemni- 
fication.” Reasons of public utility are, 
in practice, in Mexico as well as in most 
other countries, any reasons that are 
deemed sufficient by the administrative 
authorities. Indemnification, however, 
has a connotation of adequacy and 
promptness of payment which might be 
expected to afford a basis for judicial 
relief against administrative parsimony 
and delay but for the depressing ex- 
perience of those whose lands have been 
taken for distribution under the agrar- 
ian laws. 

Mexican jurists have drawn a dis- 
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tinction between what ane of them calls 
“manicure” expropriations?* and what 
they consider “vital” expropriations. 
“Manicure” expropriations are illus- 
trated by the taking of land for railroad 
construction or for the widening of city 
streets, and are paid for promptly in 
cash. “Vital” expropriations, on the 
other hand, are “historical landmarks in 
the records of mankind.” the classic ex- 
amples of which are the abolition of 
fecdal privileges in France and the 
emancipation of the slaves in the United 
States, and with respect to these, “pay- 
ment is but a secondary matter.” The 
practical situation, under Mexican law, 
of foreign investments in any industry 
which may come to be regarded as an 
essential part of the economic life of 
the nation is affected by this distinc- 
tion. In such an event the practical 
question may not be merely that of pos- 
sible objections to the determination of 
values for the purposes of expropriation 
on the basis of the valuation for taxes, 
as provided in Article 27 of the Consti- 
tution; the question may be whether 
any payment whatever is to be made 
until the nation has achieved a financial 
position the prospects for which now 
seem to be remote. 

The possibility of embarrassing de- 
mands by foreign governments on be- 
haf of their nationals is guarded 
against to a considerable extent by the 
provision of the Mexican Constitution 
of 1917 (in Article 27) that only Mexi- 
cans and Mexican companies have the 
right to acquire lands cr tc obtain con- 
cessions to develop mines, waters, or 
mineral fuels in the Republic, and that 
the nation may grant the same right to 
foreigners upon condition ot their agree- 
ing not to invoke the protection of their 
governments in respect to the same. 
This provision is not retroactive, and it 


18 Salvador Mendoza, in Why Mexico Ex- 
prcpriates, Mexco City, Editorial “Mexico,” 
1939. 
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does not have the effect of preventing 
representations by foreign governments, 
on their own initiative, when they be- 
lieve that their nationals are the victims 
of denial of justice according to the 
standards of international law. 


THe Lanor Cope 


The restrictions on the acquisition of 
lands and concessions are less hamper- 
ing to foreign enterprises in Mexico 
than is the Labor Code as it is now 
administered. It is possible for foreign 
enterprises to acquire lands and con- 
cessions by the simple device of incor- 
poration under Mexican law; but no 
device has so far been discovered, 
though it has doubtless been sought, 
perhaps too zealously, to avoid the ap- 
plication of the laws and regulations 
promulgated under Article 123 of the 
Constitution of 1917. That Article pro- 
vides, among other things, that eight 
hours shall be the maximum limit of a 
day’s work, with double pay for over- 
time work; that the minimum wage to 
be received by a workman shall be that 
considered sufficient, according to the 
conditions prevailing in his part of the 
country, to satisfy the normal needs of 
his life, his education, and his lawful 
pleasures; that in all agricultural, com- 
mercial, manufacturing, or mining en- 
terprises the workmen shall have the 
right to participate in the profits at a 
rate to be determined by special mu- 
nicipal commissions, which are also to 
determine minimum wages, subject to a 
central board of conciliation in each 
state; that employers shall furnish their 
workmen comfortable and sanitary 
dwelling places, at monthly rents not 
exceeding one-half of 1 per cent of the 
assessed value of the properties, and 
shall likewise establish schools, dispen- 
saries, and other necessary community 
services; that workmen shall have the 
right to unite for the defense of their 
respective interests, by forming syndi- 
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cates, unions, and so forth; that differ- 
ences between capital and labor shall 
be submitted for settlement to a board 
of conciliation and arbitration, to con- 
sist of an equal number of representa- 
tives of workmen and employers and 
of one representative of the govern- 
ment; and that if an emplcyer refuses 
to submit differences to arbitration -or 
to accept an award rendered by the 
board, the labor contract stall be con- 
sidered as terminated and we shall be 
bound to pay his workmen three 
months’ wages. 

No impartial person reeding these 
provisions could fail to applaud them 
in principle, and no one whc is familiar 
with the operation of statuzes such as 
our National Labor Relations Act and 
Wage-Hour Law could fail to perceive 
the extent to which the successful ap- 
plication of these provisions depends on 
the mutual good will and -estraint of 
employers and laborers and on the 
sound judgment and scrupulous fairness 
of administrative and judicial authori- 
ties. In practice, the provisions of the 
Labor Code, implementing the provi- 
sions of the Constitution, have led to 
the gravest difficulties. The labor trou- 
bles which ended in the expropriation 
of the oil properties were different only 
in intensity from the Jabor troubles ex- 
perienced by other large enterprises in 
Mexico. 


MEXICAN POLICY RE FOREIGN 
INVESTMENTS 


In connection with the troubles of the 
oil companies, the Mexican Govern- 
ment appears to have been definitely 
sympathetic to labor. Whether it was 
also partial to labor, one who has not 
seer: the whole record could hardly un- 
dertake to say. The facts at our dis- 
posal do, however, warrant the conclu- 
sion that the government welcomed the 
opportunity to expropriate the oil prop- 
erties on grounds of public utility, and 
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that the action which it took was in 
excess of that which was necessary to 
prevent the tareatened paralysis of the 
oil industry. And yet, in the same ad- 
dress to the Congress, under date of 
August 31, 1939, in which it is an- 
nounced that the government is pro- 
ceeding with the appraisal of the oil 
properties (ater the breakdown of the 
efforts to agree upon a plan of joint 
management), the President of Mexico 
declares that the government does not 
deny the importance of the assistance 
which may be given by private capital, 
presumably including foreign capital, in 
supporting the national economy, and 
that the action of private capital is con- 
sidered not incompatible with that of 
the government if capital adapts itself 
to the exigencies of the government’s 
program, 

The attitude of the present Mexican 
Government toward foreign capital, 
and, indeed, all private capital, is com- 
pared by some observers, not altogether 
without reascn, to that which the poet 
expressed toward women in the familiar 
couplet: 


As for the women, though we scorn and 
flout ’em, 

We may live with but cannot live without 
"em. 


The liberation of the economic life 
of Mexico from foreign domination was 
desired prior to 1910 with no less sin- 
cerity than it is now desired, but it was 
then sought by the methods of evolu- 
tion, with an occasional shrewd stroke 
such as Limantour’s quiet acquisition 
of railroad stock to prevent the com- 
bination of two rival foreign interests 
and lay the foundation of a new com- 
pany controled by the Mexican Gov- 
ernment. It was then noted with regret 
that large sums were remitted abroad 
annually, but it was noted also that 
there was a constant influx of new capi- 
tal, and it was confidently hoped that 
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the day will come, as has been exemplified 
by the story of other modern nations, when 
the population, increased by the multi- 
plication of the means of livelihood and 
trained in more laborious habits, will by 
degrees redeem itself from indebtedness, 
and... the bonds, shares and other securi- 
ties of our most flourishing enterprises will 
be held at home and wil not be allowed 
again to leave the country.!7 


The method of national economic lib- 
erazion envisaged by tke present Gov- 
ernment of Mexico is revolutionary. 
The whole period beginning in 1910 
and still going on is commonly referred 
to in Mexico today as the period of 
the Revolution. The methods followed 
before 1910 are frequently condemned 
for no reason except that they were fol- 
lowed before 1910. 


Pottcy or FOREIGN GOVERNMENTS RE 
INVESTMENTS IN MEXICO 


It was doubtless fortunate for the 
success of the oil ezpropriation of 
March 1938 that Great Britain was at 
that time and has continued to be pre- 
occupied with European concerns, and 
that the United States was and is com- 
mitted to the policy of the “Good 
Neighbor.” There is no “tenet of inter- 
national law for centuries,” such as 
counsel for one of the oil companies de- 
clared to exist,® “that adequate com- 
pensation must be paid for expropriated 
property before it is taken”; but there 


li Mexico, Financial Documents, being the 
budget for the fiscal year 1906-1907, and the 
anaiysis of the state of the Mexican Treasury 
for the year 1904-1905, Presented to the Mexi- 
can Congress December 1905 by Señor Liman- 
tour. English translation by C. Sumonds 
(Mexico, 1905), p. 9. An illuminating ac- 
count of the manner in which the United 
States passed from the status of a debtor to 
that of a creditor nation is given at pages 7 
to 169 of the Brookings Institution study cited 
in note 1, supra. 

18 See Institute of Public Affairs, Mexico 
and the United States (Dallas: Arnold Foun- 
dation, 1938), p. 87. 
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is, as pointed out to the Mexican Gov- 
ernment by Secretary Hull ° an obli- 
gation, under well-recognized rules of 
international law, to make “prompt 
compensation . . . in the form of just 
and effective payment to the extent of 
the fair and equitable valuation” of 
properties expropriated.?° 

It is likewise true, as stated by Mr. 
Hull in the correspondence with the 
Mexican Government concerning the 
agrarian expropriations,** by which 
Mexican landowners have suffered in 
about the same proportion as foreign- 
ers, that the principle of equality of 
foreigners and nationals in any country 
presupposes the maintenance in that 
counry of a “degree of protection of 
... property consistent with the stand- 
ards of justice recognized by the law 
of nations.” 


Studied reserve 


The exigencies of the European situ- 
ation may continue to be such as to 
prevent any serious reprisals on account 
of the oil expropriation, but with that 
action added to the previous record of 
Mexico with respect to its bonded in- 
debtedness and with respect to compen- 
sation for agrarian expropriations, it is 
difficult to see how any foreign govern- 
ment which is not committed to a simi- 
lar program can maintain toward the 
Mexican Government any attitude other 
than that of studied reserve. Even the 
Government of the United States has 
pointedly remarked that the policy of 
the “Good Neighbor” cannot be main- 
tained except on a basis of reciprocity. 


19 Department of State Press Release, Aug. 
14, 1939, 

20 The view that international law is silent 
on this subject is ably presented by Payson S. 
Wild, Jr, in an article entitled “International 
Law and Mexican Oil,” in the Quarterly Jour- 
nal of Inter-American Relations, Vol. I, No. 
2 (April, 1939), pp. 5-21. 

21 Department of State, Publication 1288, 
Inter-American Series, Text of Official Notes. 
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PROSPECTS FOR FoREIGN INVESTMENTS 
IN Mexico 


Neither foreign governments nor for- 
eign investors can reasonably expect the 
vital interests of the Mexican nation to 
be subordinated to the strict observance 
of the usual rules with respect to pri- 
vate property. Nor can they reason- 
ably expect the Mexican Government 
to abandon its program of social and 
economic reform. It is noz too much, 
however, for them to hope that Mexi- 
can officials, in their dealings with the 
foreign investments that are still in 
Mexico, will be somewhat less ready 
than they have been in the past to see 
vital interests where such interests do 
not exist, and somewhat less disposed 
than they have sometimes been to sus- 
pect bad faith, evil intent, and defiance 
on the part of those who are doing their 
best to comply with both the letter and 
the spirit of the laws. 

If the Mexican Government desires 
the new foreign investments which ap- 
pear to be required for the early fruition 
of its ambitious program, it must do 
more than indicate its willingness to 
permit such investments. It must give 
some earnest of a disposi-ion toward 
mutual accommodation o: divergent 
points of view. If its program does not 
include the ultimate destruc-ion of capi- 
talism, it should disown the statement 
of some of its partisans that it does. If 
the ultimate destruction of capitalism is 
in fact one of its aims, it might at least 
make or authorize arrangements under 
which foreign capital would have rea- 
sonable opportunity to withdraw before 
the blow falls. In this connection it 
might consider the practicability of the 
amortization of foreign investments 
over comparatively short periods. And 
it might be well advised to make some 
substantial payments on accounts long 
past due. 

In the absence of more favorable in- 
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dications than those now existing, it 
seems most unlikely that the well of 
foreign investments will flow again intc 
Mexico. But capital, though timid, has 
a remarkably short memory, and if the 
channel is cleared by appropriate as- 
surances on the part of. the Mexicar 
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Government, we may shortly see an 
abundance of foreign capital, with a 
disposition to adjust itself to the exig- 
encies of the revolutionary program, 
entering Mexico and materially assist- 
ing the Mexican people in the achieve- 
ment of their aspirations. 
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Church and State in Mexico 


By EARLE K. James 


HURCHES on the Mexican land- 

scape throw into relief the forces 
that stir the country. Through con- 
trast they highlight the pulsing en- 
ergy of the materialistic machine age. 
Through associations they recall the 
days when they stood for almost all 
that was Mexico, before that new cen- 
tripetal power, the all-embracing state, 
came into being. They seem symbols 
of a past, challenged by the symbols 
of modernity. Yet they may also be 
symbols of what is enduring, of what— 
as has happened before—is to outlive 
the symbols of what proves to be transi- 
tional. 

Even before Mexico became an in- 
dependent nation, there had been born 
this conflict as to the ‘symbols repre- 
sentative of the country. It flamed as 
the on-moving nineteenth century car- 
ried Mexico away from her past of 
things Latin and Spanish and Indian 
into the orbit of the expanding indus- 
trialism of the northern peoples; as the 
static and placid collectivism of the old 
met the impact of the dynamic indi- 
vidualism of the new. 

The culminating point in this conflict 
was to come in our times. The irre- 
sistible tides of revolution ended the old 
order. The state, that new, aggressive 
collectivism, has emerged with ambi- 
tious concepts of its role. It claims 
supremacy for its symbols. The Church 
disagrees: in certain fields of human 
activity, no symbol but that of the 
Cross can prevail. There the state can- 
not tread. 

Even if our age were one without 
profound cleavages where almost every 
social value is concerned, to draw a 
line between the peripheries of Church 
and State—where, as in Mexico, that 
line had been heavily out of balance— 
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could lead to conflict. In Mexico the 
Corstitution of 1917 drew such a line, 
one which, because of Mexico’s history, 
was drastic and extreme. I: seemed to 
shift every phase of Mexico’s living into 
the province of the state. Perhaps as 
an extreme, it would pass, especially as 
time shook out a new center of gravity. 

That is still the hope of many. It 
must be recognized, however, that in 
our age the delimiting of boundaries 
may not be, as in a previous age, the 
major issue. Today, all of man’s for- 
mer societal values may be questioned. 
All of them may be challenged. All of 
them may be held unsuited to the so- 
cial orders of tomorrow. Under such 
conditions, controversy can go far be- 
yond the points that once seemed to 
involve chiefly time and reason for their 
settlement. 


LIMITATIONS UPON THE CHURCH 


The line that the Constitution of 
1917 drew as dividing the orbits of 
Church and State in Mexico undoubt- 
edly made the position of the Church 
most difficult. 

The Church has no legal standing, as 
the Constitution recognizes no corporate 
existence, or juridical’ personality, in 
the “religious associations known as 
churches.” It can own no property, 
either churches or schools or residences; 
and any buildings or properties that 
even indirectly might serve religious 
purposes are subject to nationalization. 
The Church is thus by law isolated 
from all other activities of society; for 
connections of religious institutions or 
of clericals with private institutions 
or enterprises, through stcckholdings, 
mortgages, agents, or the use of pri- 
vate property, may subject such private 
organizations to nationalization. 


CHURCH AND STATE IN MEXICO 


The Church cannot conduct any 
schools, nor can clergymen be in any 
way connected with educational insti- 
tutions, private or public; and children 
of Catholics, as a result of compulsory 
primary education and its rigid control 
by the state, must attend public schools 
which have the exclusion of all reli- 
gious doctrine and the combating of 
“fanaticism end prejudice” as one of 
their objectives. 

Ministers of any religious creed are 
furthermore prohibited from exercise of 
the franchise, and from “criticizing the 
fundamental laws of the country.” 

And, finally, the Constitution gives 
Federal authorities “power to exercise 
in matters of religious worship and out- 
ward ecclesiastical forms such interven- 
tion as by law authorized,” putting the 
Church, in so far as its relations with 
society are concerned, under control of 
the state. 


PRESENT SPHERE OF THE CHURCH 


‘ The extreme concepts as to the role 
of State and Church that over two dec- 


1 The principal statutory basis for such re- 
strictions is in Articles 3, 24, 27, 55, 59, 82, 
and 130 of the Constitution of 1917, of which 
Article 3 (as amended), dealing with educa- 
tion, Article 27, covering property, and Ar- 
ticle 130, covering Federal and state controls 
of the Church, are the most important. En- 
abling legislatioa to enforce these clauses came 
in 1926 through reform of the Penal Code. 
The Law for the Nationalization of Property, 
promulgated August 31, 1935, consolidated 
and expanded all previous dispositions cov- 
ering religious :nstitutions and property. 

It is perhaps unnecessary to point out that 
the basic condict is between the Federal Gov- 
ernment and tke Church, as the property and 
educational provisions stem from the Con- 
stitution and tae Federal enabling legislation. 
In the states, anticlericalism has been ex- 
pressed, aside from Federal legislation, chiefly 
through legislation limiting the number of 
priests allowed to officiate; but the situation 
has varied widely, from rabidly anticlerical 
states like Takasco, to states that are mod- 
erate in their attitudes, or even friendly, to- 
ward the Church. 
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ades of social revolution have brought 
to Mexico might seem to indicate a de- 
sire to suppress the Church completely. 
Yet the Church is still functioning, even 
:f in severely limited fashion, and in 
those properties allowed it ay the gov- 
ernment. The annual religious festival 
at the shrine of Guadalupe—an event of 
national importance which in 1931 was 
denounced as a “heathenish festival”— 
yas in fact been again observed with 
much of its former brilliance. 

Indeed, official opinicn in Mexico is 
not that religion has been “extirpated” 
or that such was ever the intention of 
the government. It is that a religious 
>roblem has been settled. If anything, 
according to this view, religion should 
now be stronger. Through the elimina- 
tion of the Church’s former connections 
with Mexican political, economic, and 
social affairs, religion has been restored 
to ‘ts essentially spiritual fields. These 
ald connections, seen as the root of all 
of Mexico’s religious controversies, are 
held to have weakenec or discredited 
religion. Now such sources of conflict 
are no more. True religious freedom is 
in existence, or freedom of beliefs as 
the Spanish phrase puts it. The spheres 
of religion and of the state have been 
delimited; and each may now pursue 
its activities without impingement on 
the territory of the other. 

Such a view, its opponents maintain, 
can be countenanced only by those who 
accept a distribution of State and 
Church powers on a basis that goes far 
beyond any of the generaly accepted 
corcepts of the state or of religion to- 
dav; for it is obvious that the Church 
cannot accept the notion of religious 
freadom as now given legal expression 
in Mexico. Religious freedom for any 
church, as with any freedom in societies 
based on private property, must mean 
not only freedom of corscience but also 
fresdom in the creation and use of such 
material instrumentalities as are cur- 
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rently associated with institutionalized 
religion. Likewise, religious freedom 
must involve freedom in the propagat- 
ing of beliefs, as through freedom of 
the press and education. 


A Truce 


It seems obvious that what exists in 
Mexico today is not a settlement but 
a truce, a truce resulting from a desire 
of both parties to end the mutually det- 
rimental controversies that racked Mex- 
ico and hindered social reconstruction. 
But it is a truce interpreted by many as 
being on government terms. The gov- 
ernment, it is pointed out, has adopted 
a new policy of moderation, and has 
secured moderation from the most anti- 
clerical states as well. Yet, while modi- 
fying or relaxing enforcement, it has 
not wiped from the statutes any of the 
basic constitutional provisions which 
externalize the anticlerical philosophy 
of the Revolution. 

For the Church, on the other hand, 
the truce is interpreted as failure in its 
previous attacks on this anticlerical 
stand of the Revolution. Whatever the 
numerical size of the clerical and anti- 
clerical forces, the philosophy of the 
latter is the one definitely in control of 
Mexico. Experience, we are told, has 
shown this. Each denunciation of the 
government or of the philosophy and 
legislation of the Revolution as they 
impinge on the Church has been an- 
swered by new anti-Church measures 
or by enforcement of what was in ex- 
istence but not in effect. Observers 
point out that it was the statement of 
Archbishop Mora y del Rio in 1926, 
declaring that the Church did not and 
could not accept the religious provisions 
of the Constitution, that brought from 
Calles the first legislation to enforce 
those provisions, inactive for some eight 
years, Each subsequent attack has 
similarly failed, particularly as govern- 
ment officials have not always been 
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averse to using the religious question to 
divert attention from other of Mexico’s 
basic problems. 

But although in such a view the truce 
spells failure for the Church in its at- 
tempt to destroy the anticlerical politi- 
cal philosophy of the Revolution, it 
does not mean abandonment of the 
Church’s struggle to obtain the rights it 
holds essential to its existence. The 
truce is seen as a modus vivendi that 
has ended the dangerous trends anti- 
clericalism was acquiring, especially as 
poltical, not religious, factors came 
more into play. It is a breathing spell 
for the Church, and, what is perhaps 
more important, the start of a new ap- 
proach to the problem—ons that it is 
hoped may prove more fruitful, for it 
seeks to remove the Church as an insti- 
tution from the field of political contro- 


versy. 
THE PROGRAM OF THE CHURCH 


The idea that under present condi- 
tions in Mexico restoration of the 
Church’s rights could not be based on 
political action was foreshadowed in the 
Pastoral Letter of Pope Pius XI of 
February 2, 1926—an idez that bore 
little fruit, for events of that year threw 
the whole question into the political 
arena, with unfortunate results for the 
Church. It was revived, however, 
in his Apostolic Letter of March 28, 
1937, a letter that appears to out- 
line the new program for the Mexi- 
can Church. “Revindication” of the 
Church, His Holiness here wrote, must 
be achieved largely through the work 
of the Catholic laity, or Catholic action 
—work that is “solid and deep.” It 
contemplates the strong reorganization 
of a “sorely tried and to a certain ex- 
tent dispersed flock,” and the full exer- 
cise by this Catholic laity of its civil 
and political rights, through which 
change may be secured. It also urges 
contributions of the Catholic clergy and 
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laity to the prosperity of the nation, en- 
couraging “the union of citizens and of 
social classes, and collaborating in all 
those social initiatives which are not op- 
posed to dogma or the laws of Christian 
morals.” 

Such a program, observers point out, 
involves three substantial shifts from 
what may be viewed as the previous 
position of the Church. 

In the first place, it is the Catholic 
laity, rather than the clergy, that must 
secure change; and whatever political 
means are utilized are those of Catholic 
citizens exercising their political and 
civil rights, but acting individually and 
not as a Catholic political party. Or- 
ganizations like the Ligas de Padres de 
Familias, formed in 1931 to unite Cath- 
olic parents in the defense of Catholic 
rights in the education of their children, 
are cited as an example of concerted 
lay action supplementing individual ac- 
tion. 

Second, action must be flexible, ac- 
cording to circumstances, “more or less 
opportune, mcre or less energetic”; and, 
what is impcrtant, relative—not ulti- 
mate and absolute—ends are to be 
sought. The objective is thus to be not 
the immediate repeal of all the philoso- 
phy and acts of the Revolution as they 
impinge on re-igion—which was the po- 
sition of the Church as late as the Ap- 
peal of the Eishops to President Car- 
denas in 1935—but such progressive 
modifications as practical circumstances 
permit. 

And third, Mexican Catholics are to 
face “the charge frequently made 
against the Church that it is indifferent 
to social problems, or incapable of solv- 
ing them,” and work to disprove it. 
The agrarian problem, the improve- 
ment of living conditions of the work- 
ingmen and their families, and of the 
Indians, were among the social prob- 
lems specifically mentioned by Pope 
Pius. Such imterest and work would 
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be designed to put the Church as a 
force behind certain social objectives of 
the Revolution acceptable to the Church 
—at least as to ends, if not means—and 
remove any basis to the charge that it 
is a reactionary power seeking only 
restoration of an old order. 


THE GOVERNMENT PROGRAM 


Such a shift to the social field in a 
way coincides with one in government 
circles. “The duty of a revolutionary 
administration like ours,” President 
Cardenas has declared, “consists of pro- 
viding the measures for the program of 
the Revolution, the fundamental as- 
pects of which are social and economic 
in nature.” “It is not the business of 
the Government,” he added, “to en- 
gage in antireligious campaigns, which 
achieve nothing but the wasting of pub- 
lic forces.” 

The activities in the social field in 
which the government might like to see 
the Church engaged are perhaps indi- 
cated by the most recent report of the 
Secretaria de Gobernación. This states 
that with regard to religion, “policy has 
been directed toward absolute respect 
for freedom of belief, it being recom- 
mended only that economic investments 
for the building of churches”—some- 
thing for which permission is “generally 
denied” —‘be devoted preferably to the 
erection of cultural centers, hospitals, 
maternity houses, orphanages, or simi- 
lar works of social assistance.” 

It is to be observed, however, that 
even the social and economic fields are 
not free from conflict, given the restric- 
tions that lie on the Church and even 
on the Catholic laity should the laws 
governing the use of private property 
for what may be construed as religious 
purposes be rigidly enforced. It is in 
the social field, moreover, that educa- 
tion is a key tool, and a tool the use 
of which seems at present to represent 
irrgconcilable attitudes on the part of 
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the State and the Church. Pope Pius 
XI wrote: 


Two grave precepts are imposed on all 
Catholic Mexicans. The one negative, that 
is, to keep the children as far away as 
possible from the impious and corruptive 
school; the other positive, to give them 
complete and accurate religious instruction 
and the necessary assistance to maintain 
their spiritual life. 


The difficulties before such a pro- 
gram are obvious, as are those facing 
any work in the field of social service 
where religious institutions, or members 
of those institutions, must presumably 
operate with emphasis on the material, 
not the spiritual, welfare of a commu- 
nity. 


EXAMINATION OF THE Past 


If an approach such as outlined by 
Pope Pius XI is the one of the Church 
in Mexico today, it means that the situ- 
ation is to be examined in the light of 
the present and the future rather than 
of the past. Such an approach appears 
to recognize fundamental changes in the 
societal setup, changes that make impos- 
sible the restoration of the concepts that 
prevailed in the Mexico of 1910, even 
if by a revolutionary upheaval from the 
right. The starting point is today, not 
yesterday. ; 

Much of the controversy, indeed, has 
been fueled on both sides by attitudes 
of the past. Both sides have dug into 
the past for materials to justify or to 
denounce. Anticlericalism has been 
seen by its exponents as born of the 
domination of Mexico’s living by a 
Church more concerned with the tem- 
poral than the spiritual, a Church al- 
legedly allied to reaction, indifferent to 
the education and economic improve- 
ment of the masses, suffering from cor- 
ruption and venality, and opposed to 
political, economic, and social liberties. 

Anticlericalism, on the other hand, is 
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likewise assigned to corruption and ve- 
nality in politics, the materialism and 
ruthlessness of Mexico’s ambitious rul- 
ers, their exploitation of the masses 
under cover of campaigns presumably 
aimed at defending the masses from 
exploitation, and their unconcern for 
the true prosperity and happiness of the 
masses. 

Defense of either party, in turn, may 
come by showing the sincerity, the high 
ideals, the self-sacrifices of Mexico’s re- 
formers who have struggled. for liberal 
institutions, enlightenment, and the 
emancipation of the masses; and the 
sincerity, the high ideals, the self-sacri- 
fices of churchmen who have contrib- 
uted so considerably to ll that has 
meant civilization in Mexico, including 
the ideals of liberal reformers them- 
selves. 

Such an examination of the past, 
however, serves only in helping to ex- 
plain the bitterly anticlerical aspects of 
the Mexican Revolution, the reason for 
lingering resentments and distrusts on 
both sides, or—for us:in the United 
States—the backgroun‘/, so profoundly 
different from ours} ageinst which 
Church and State tions must be 
viewed in Mexico, and the’ equally dif- 
ferent content that terms like “reli- 
gion,” “government,” and “liberty” 
have had in that country. 

For construction of the future, how- 
ever, this is an essentially sterile back- 
ground. The conflict between the 
Church and the State no longer con- 
cerns reconstruction of the past, or even 
reconstruction of the present in terms 
of the past. It concerns the role that 
both are to play in the Mexico of to- 
morrow. 


Ams OF MEXICAN LIBERALS 


Indeed, what the past reveals—and 
it serves us in showing its remoteness 
to the present—is that tke aims and 
concepts fought for during a century 
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of Mexico’s life are no longer tenable. 
Mexican liberals fought for a nine- 
teenth-century Mexico against a Church 
which they felt clung to eighteenth- 
century ideals They sought that new 
form of state that had emerged in the 
United States and in Europe—the re- 
publican state, the state based on free 
economic enterprise, and, in so far as 
the Church was specifically concerned, 
the état laic. They failed in achieving 
their objective, not chiefly because of 
the opposition of the Church, as they 
mistakenly believed, but rather because 
economic and social conditions in Mex- 
ico were not those that elsewhere were 
creating repuclican institutions. If, for 
example, as hes been estimated, half the 
wealth of Mexico was in the hands of 
the Church, the other half was not in 
the hands of an articulate, freedom- 
seeking citizerry, but largely controlled 
by a small oligarchy quite uninterested 
in the new forms of living that ran 
counter to their basic interests. 

It seemed, around the middle of the 
nineteenth century, that world forces 
were combining with liberal forces in 
Mexico to mzke effective the basic re- 
construction the country needed if it 
was to join the community of nine- 
teenth-century republics. But foreign 
capital, as it came to Mexico under the 
Diaz regime that it made possible, 
brought the new idea that progress in 
the material taings desired by Mexicans 
could now be achieved without any 
basic overturn of the old order as en- 
visioned by the liberals of the Reform 
Laws. The Church itself seemed not 
averse to co-operating with the state in 
the creation cf the social and economic 
instruments -hat marked, under the 
Diaz regime, the coming to Mexico of 
the technical economy—Anglo-Saxon, 
we might call it, as opposed to the 
Spanish-Indian patterns of the past. 

But the postponement of basic social 
and economic reforms, and the delay 


117 


with which nineteenth-century forms of 
living came to Mexico, brought, as we 
know, the explosion of 1910. A cen- 
tury’s pent-up forces then burst with 
extreme violence, and extreme remedies 
were decreed for Mexico’s ills, with the 
Church naturally suffering with the rest 
of Mexico’s institutions. Liberalism by 
decree had failed before, it was argued, 
chiefly because the decrees had not 
gone far enough. This time the meas- 
ures were to be so drastic and positive 
—whether in reference to the Church 
or latifundismo or foreign capital or the 
tenure of a president—that there would 
be no doubt that the republican, lay 
state, ideal of the nineteenth century, 
would be definitely established. The 
long controversy between the State and 
the Church as to their respective 
spheres of influence would bə over. 


Tae New POLITICAL CONCEPT 


In a way, that controversy was over; 
but not for precisely the reasons envi- 
sioned at Querétaro. For while the 
nineteenth century had seen a world- 
wide effort to establish republicanism, 
it had also seen the emergence of phi- 
losophies alien to those of the laissez 
faire state. They advocated, in various 
forms, positive social action by the state 
to a degree uncontemplated by most 
old-time liberals and republicans. And 
under the influence of twentieth-century 
circumstances and ideologies, Mexico 
during the Revolution found that she 
was forging not the liberal state aspired 
to throughout the nineteenth century— 
which was proving an anachronism— 
but the positive, all-embracing state 
that harmonized with the new theories 
of government now so widely held as 
modern. 

For liberals of the nineteenth cen- 
tury, just as for the’Church, the strug- 
gle had ended beyond the original goal; 
and if one conflict had been settled, 
another had been launched. For the 
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Church in Mexico is today confronted 
not with efforts to establish the old-time 
liberal state that would, as in the United 
States. delimit spheres of influence of 
the Church and the State within which 
each would enjoy the rights and free- 
doms we associate with government and 
religion, but with a concept of a state 
that assumes such extensive powers that 
all social forms, even religion, must be 
subservient to the social objectives ex- 
pressed by the state. 

It may be argued that such a state, 
bearing the seeds of totalitarianism, is 
not as yet in operation in Mexico. It 
may further be questioned whether it 
can ever be fully established in Mexico. 
It can scarcely be denied, however, that 
particularly in so far as the Church is 
concerned, the new concepts of the state 
already have roots; nor can it be 
doubted that with current world trends 
there are reinforcements from events 
abroad that speak encouragement to 
economic nationalism and the concepts 
and forms of government that it fosters. 

Thus the Church in Mexico may have 
to glance forward rather than back- 
ward. The Reform Laws of 1857, the 
Revolution of 1910, the Constitution of 
1917, the subsequent legislation affect- 
ing the Church, are not all elements in 
a continuing process. Old issues are 
dead and new ones are here; and the 
clearest evidence of this, perhaps, is 
that the liberalism that the Church op- 
posed in the past century is the lib- 
eralism that the Church would now like 
to see in Mexico in preference to the 
new forms. 


ADJUSTMENTS NEEDED 


But while there is thus a larger prob- 
lem that involves more of the future 
than the present, there are, of course, 
the immediate issues that concern the 
State and the Church as they are func- 
tioning or should be functioning today. 

If we assume that the Church is ‘to 
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exist as the institution we have known 
in the United States, it is obvious that 
readjustments must be made. They 
might have come by now were it not for 
the complications born of delayed set- 
tlements and subsequent extreme and 
explosive solutions. The fear of the 
previous power of the Church—ex- 
pressed in the Querétaro cry of “the 
clergy is our eternal enemy”—has 
lingered. Liberties extended to the 
Church, in the minds of anticlericals, 
have too often meant a weakening of 
the lay state, if not an opening for the 
overthrow of the Revolution’s accom- 
plishments. They can come, some ob- 
servers feel, only as these ancient fears 
weaken in the light of a state strongly 
enough grounded in public opinion that 
its identity and freedom ard independ- 
ence are held secure, and a Church that 
is seen as an essential contributive fac- 
tor to Mexican progress. 

Yet adjustments that are possible as 
civil government re-establishes itself in 
Mexico on a firmer and more enduring 
basis are scarcely feasible if the role of 
the state is to continue expanding. 
Modifications, for example, of legisla- 
tion barring the Church from owning 
property are surely possible once old 
passions have subsided. But a .contin- 
ued extension of the theory that edu- 
cation shotld be the exclusive function 
of the state can lead to no middle 
ground of compromise with the Church, 
such as exists in the United States. 

Likewise, the social and economic ob- 
jectives of the Revolution may not in 
every case prove fundamentally differ- 
ent from taose of Catholic social doc- 
trine, as based on the celebrated Re- 
rum novarum Encyclical of Pope Leo 
XI or on programs for Catholic labor 
in Mexico as they existed even before 
the Constitution of 1917. Yet un- 
bridgeable differences can arise when 
questions of means and control are 
broached. In such cases the problem 
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inevitably goes back to the basic issue 
of what liberties private initiative is to 
enjoy in solving the educational, social, 
and economic problems of Mexico when 
these are more and more assumed to 
lie in the field of state action; or, if 
within the purview of private initiative, 
with objectives and perhaps means laid 
down by the state. 


INFLUENCE OF INDIANS 


One cannot, however, always specu- 
late on the affairs of Mexico against the 
background oz events elsewhere. What 
Mexican history shows is that only 
Mexican solutions can fit Mexican 
problems, as many of the former tem- 
poral interests of the Mexican Church 
itself have shown. The forms that eco- 
nomic and social forces in Mexico have 
taken, for example, have been consist- 
ently conditicned by—to cite only one 
factor—the Indian population. It fixed 
on Mexico a feudalistic serfdom in a 
way that was impossible in Anglo-Saxon 
America or in colonies of Spanish Amer- 
ica like Argentina. It is this same In- 
dian population that today is a factor 
behind policies that otherwise might op- 
erate quite differently. 

Thus, in the matter of education, it 
is undoubtedly the Indian population 
that motivates much of the exclusivistic 
philosophy of the state. In an age 
when even dictatorship rests on mass 
movements, the Indian problem is 
viewed in terms of mass powers and 
therefore in terms of illiteracy, of non- 
conformity to what may be considered 
the values and objectives of the white 
race. Whatever humanitarianism may 
be involved in a program for the regen- 
eration of Indian populations, a factor 
that cannot be eluded is the belief that 
regeneration must be through the ef- 
forts of those who at present view the 
Indians as tkeir wards, and along lines 
that will develop in these populations 
the objectives and purposes and ideals 
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of those who are shaping society. Since 
the conquest of Mexico, the Indian pop- 
ulations have been subjected to various 
and usually partial aspects of the phi- 
losophy of the white man; and, nat- 
urally, in a way that usually suited the 
objectives of the European. Today the 
controlling classes in Mexico claim to 
have a new role for the Indian in Mexi- 
can society, and their objective is his 
preparation for the playirg of that 
role. 

The important tool in this process is 
obviously education; and education 
that must loosen all the older concepts 
instilled in the Indian which may run 
counter to the ideals of the new state— 
education for the “creation cf a rational 
and exact concept of tke universe and 
social life,” as the Amendment to Arti- 
cle 3 of the Constitution puts it. There 
is already a fundamental conflict be- 
tween the educational philosophies of 
the state and those of tae Church, and 
it would appear that whatever hope of 
adjustment may exist on this point, 
such hope is for the pesent excluded 
where the Indian populations are con- 
cerned. 

This supposition derives from a state- 
ment of policy of the government which 
relates that permission for the opening 
or reopening of churches is not granted 
if investigation reveals that “the educa- 
tional needs” of the community in ques- 
tion are “not yet satisfied.” Such a 
provision, of course, could theoretically 
ban churches from all Mexican commu- 
nities; but as churches in a limited 
number are actually open in most of 
the urban communities, it would seem 
to apply to rural districts, where illit- 
eracy is highest and the Indian popula- 
tion greatest. In such areas, appar- 
ently, the school must come before the 
Church. 

It might appear that a body of opin- 
ion exists in Mexico which, while not 
averse to the restoration of greater lib- 
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erties to the Church in urban centers, 
desires to continue an exclusivistic state 
policy in rural areas. This could 
scarcely prove acceptable to the 
Church, although the de facto situa- 
tion at present is a relaxing of govern- 
ment restrictions, not on a broad hori- 
zontal basis but according to particular 
conditions in particular areas, social as 
well as geographic. 


THE QUESTION or LIBERTY 


With the present trends of our age, 
both in Mexico and abroad, it is a ques- 
tion whether a state, having assumed 
powers, will easily release them even as 
the personalities behind it change. Nei- 
ther can we say, however, that we have 
reached a point where liberties that 
have long been fought for will be read- 
ily sacrificed by peoples, even by those 
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who are ardent advocates of the state 
that derives from our new economic na- 
tionalism. Mexico, driving for social 
reform, faces that problem of the even- 
tual balance that is to emerge between 
the powers of the state and the liberties 
of the individual—a balance that ap- 
plies to all phases of living. 

It is perhaps in such terms that the 
religious problem must be viewed, no 
longer a problem that involves the old 
aspects of Church and State relations, 
but one concerning liberties in the new 
forms of society emerging today. Lib- 
erty as we in the United States know 
it did not exist under the old Church in 
Mexico. Liberty as we know it does 
not exist under the new state. Can 
that liberty be achieved as crisis con- 
ditions pass? Or are Mexicans defi- 
nitely committed to new sccial values? 
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The Balance of Agrarian Reform 
By Lucio Menpiera Y NONEz 


HE organization of territorial prop- 
erty in all times and in all human 
societies has been and is a fundamental 
question. It may be said that the polit- 
ical history of peoples is intimately 
linked with the history of property. 
This prevailing character of territorial 
property is recognized by all authors 
who have devoted themselves to the 
study of econcmic and social questions. 
Fernando González Roa, in his noted 
work entitled Hl aspecto agrario de la 
revolucién mexicana, classifies human 
societies as sound societies, in which 
property is equitably distributed, and 
weak societies, in which it is concen- 
trated in a few hands, constituting the 
basis of the economic mastery and the 
political power of a small group which, 
for this reason, subjects the rest of the 
population to a real economic and so- 
cial servitude. 

In sound societies, every movement 
of a political character ceases as soon 
as the conquests for which it was cre- 
ated are gained; but in weak societies, 
politics is only a pretext in order that 
the people may show its discontent, and 
therefore, notwithstanding the fact that 
the ends ostensibly pursued in revolu- 
tionary movements are gained, agita- 
tion does not end in these societies, be- 
cause the prefound cause of popular 
discontent, which is of an eminently 
economic nature, is not removed. 

The Mexican Republic is a living 
proof of the general ideas that we have 
just explained, because its political life, 
since the precolonial epoch, has been 
intimately linked with the organization 
of territorial property, which has al- 
ways been defective and unjust. 


PRECOLONIAL PERIOD 
In the epoch preceding the conquest 


of the Spaniards, agrarian property was 
concentrated in the hands of the king, 
the nobles, and the soldiers of the upper 
classes, as well as in the hands of the 
clergy. A minimum part of the terri- 
torial property belonged, in a communal 
form, to the nuclei of population which 
had been established since the epoch 
when the different native groups which 
inhabited the territory of Andhuac set- 
tled there in a definitive way. This 
communal property was known among 
the Aztec, the Acolhua, and the Tex- 
cocano, under the name of calpulli, 
because it was distributed in districts 
in which people of the same lineage 
lived. 

Although the calpulli property was 
communal, it was divided into parcels 
of land, each of which belonged to a 
family that developed it independently 
of the rest. It may therefore be as- 
serted, without any room for doubt, 
that in the epoch immediately preced- 
ing the Conquest, a communistic ex- 
ploitation of agrarian property did not 
exist in Mexico, although some authors 
have asserted that it did. 

Land ownership was similarly or- 
ganized in all the other small kingdoms 
and tribes of the time, since the Aztec, 
the Acolhua, and the Texcocano exer- 
cised a great influence of a political 
character upon all the rest of the native 
groups which they subjected to their 
arms, or with which they had more or 
less close relations. 

Among the Maya, the agrarian or- 
ganization was different by virtue of 
the special nature of the soil, which did 
not permit, as it does not permit at 
present, a continuous cultivation for 
more than two years. It seems that 
among the Maya of Yucatan, cases of 
collective agriculture are found; but be- 
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sides this form of property, it is certain 
that there was another which belonged 
exclusively to families, for, according to 
Diego de Landa, only unmarried men 
joined in working the land in common. 

The agrarian organization of preco- 
lonial Mexico, briefly described, served 
as a basis for a social organization in 
which the king, the nobles, the soldiers, 
and the priests constituted the privi- 
leged classes; the inhabitants of cael- 
ulli iormed an agrarian class with a 
certain independence and with certain 
economic and political power; and 
finally we find the common people—a 
people consisting of the free workers 
and the slaves—to whom the private 
ownership of land was denied. 

It is certain that in the epoch pre- 
ceding the Conquest the organization of 
land ownership in Mexico was very far 
from being perfect, and that the unjust 
distribution of the land was aggravated 
by the defective systems used in its de- 
velopment; for, as is well known, the 
natives did not know of the plow, nor 
did they employ beasts of burden for 
the work in the field. 


COLONIAL PERIOD 


The Spaniards transformed the agrar- 
ian organization of Mexico during the 
colonial period, but without succeeding 
in improving former conditions; on the 
contrary, it may be said that in that 
period the foundations were laid of 
what has since been called the agrarian 
problem of Mexico. In fact, the Span- 
ish authorities distributed the lands of 
what they called New Spain among the 
conquerors, the Iberian colonists, and 
the natives; but in a way which favored 
the former to the detriment of the eco- 
nomic and cultural interests of the lat- 
ter. 

In the colonial period, lands were dis- 
tributed in enormous tracts to reward 
the services of the conquerors, and also 
the lands that were of the best qual- 
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ity and best situated were distributed 
among the colonists, in order to en- 
courage the migration of Spaniards to 
the new dominions. To the Indians 
were assigned only those lands indis- 
pensable to the support of their needs, 
and since these needs were very small 
in consequence of their rudimentary 
state of culture, they were favored very 
little in the distribution. 

This situation would have been less 
serious if the Spanish Government had 
reserved some lands in the vicinity of 
the native villages, to be handed over 
to them as their population or their 
needs might increase; but a policy 
marked by absolute lack of foresight 
was followed, and large grants of lands 
began to be given to the Spaniards 
arcund and contiguous to the lands cf 
the Indians, so that, from the colonial 
period, many of the Indians saw them- 
selves surrounded entirely by latifundia, 
without any possibility of increasing 
their property in order to satisfy the 
needs of an ever growing population. 
In the villages that were in this situa- 
tion the allotments of land became 
smaller and smaller, for, ir view of the 
impossibility of increasing the area of 
the communal property, the latter had 
to be further subdivided to take care of 
the growing population. Thus the size 
of the allotments became quite inade- 
quate. Then the inhabitents of these 
villages found themselves obliged to 
serve the great landowners of the vicin- 
ity at despicable wages, and in this way 
peonism began to develop in Mexico. 

Thus, although during the colonial 
period the territorial area of the coun- 
try was very large (more than four 
million square kilometers) and the pop- 
ulation very small (about six million 
inhabitants at the end of the period), 
the defective distribution of property 
resulted in allotments too small, in cer- 
tain parts of the country, to satisfy the 
must pressing needs of the Indians. 
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One might say that the Indians 
needed only to leave their villages, 
where the lard was scarce, for those 
parts of the country which were un- 
inhabited; but this solution, good in 
theory, is not good in practice if one 
considers the idiosyncrasy of the In- 
dian, especially the Indian of the co- 
lonial epoch, and the economic diff- 
culties which present themselves to 
those who lack every facility for mi- 
grating to uninhabited places, where it 
is necessary ta wait for the land to pro- 
duce in order to obtain the indispensa- 
ble resources from it. Even though the 
property in the villages was insufficient 
for the Indian’s livelihood, he found 
work, poorly paid though it was, in the 
haciendas anc the neighboring towns 
and cities, anc he was also able to help 
himself with trade and small industry. 
There were also other inducements of a 
religious and social character that 
bound him to the village in which he 
lived. This partly explains why the 
Indian did no: leave the villages where 
he vegetated in misery, for other places 
where he could have found an extensive 
territorial property; but this fact is ex- 
plained, above all, by the lack of enter- 
prising spirit which is characteristic of 
the Mexican Indian. 

Besides the conquerors and the Span- 
ish colonists who succeeded in monopo- 
lizing large areas of land during the 
colonial epoch, the Catholic Church, 
despite the legal prohibition against its 
acquiring real estate in the Indies, suc- 
ceeded in acquiring a large number of 
haciendas and ranchos, in such a way 
that it must Le considered a latifundist 
institution within the agrarian organiza- 
tion of Mexico during the time of Span- 
ish domination. The Catholic Church 
played an important part in the concen- 
tration of land ownership, because many 
Spaniards and Indians, in order to save 
their souls, bequeathed part of their 
land to the Church. 
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Property system of Indian villages 
The property of the Indian villages 
was organized by the Spanish Govern- 
ment in a form similar to that on the 
eve of the Conquest: farm lands were 
handed over to the Indian villages, so 
that by cultivating them they would be 
able to supply their needs. These lands 
were called żierras de repartimiento o 
de parcialidades de indigenas. Besides, 


' the villages were given a tract of land 


five hundred yards square, measured 
from the village church toward the four 
cardinal points, on which to build the 
houses of the village. To this area the 
name of fundo legal was later given. 
They were also assigned an ejido, which 
was an area of one square league, of 
pasture or forest land, generally situ- 
ated in the vicinity of the village. Fi- 
nally, the municipal governments of the 
villages relied upon a definite territorial 
area through whose products they would 
be able to take care of public expenses. 
These lands were called propios. 

The system of property of the Indian 
villages during the colonial period was 
the following: the property and devel- 
opment of the ejido was common; the 
property of the tierras dz repartimiento 
and of the fundo legal was common; 
but the development of the land was 
distributed by parcels emong each of 
the families of the village. As for the 
propios, they were common oroperty; 
but they were administered by the mu- 
nicipal authorities, who rented them out 
so that they might take care of public 
expenses with the rental. 

The Indians were compelled to culti- 
vate the lands under penalty of losing 
them if they failed to develop them, 
without justified cause, for two con- 
secutive years. 

It is necessary to note that property 
was common even,though the develop- 
ment in some cases was individual or 
domestic, and that for that very reason, 
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ro Indian, personally considered, had 
any property right over the lands of 
the village. In other words, legally he 
could not sell them. He enjoyed a kind 
of usufruct lasting for life, in which the 
members of his household succeeded 
him; but he had no private ownership 
of land. 


The political aspect 

At the end of the colonial period the 
number of Indian villages which were 
surrounded by latifundia of Spaniards 
or of the Church was very large, and 
the excess population, which no longer 
gained any share in the lands of the 
village, had attained relatively large 
proportions and was in a state of misery 
favorable for every political agitation. 
We consider that in the War of Inde- 
pendence the fundamental cause was 
the economic disorder of the rural 
masses, which in turn was due to the 
defective distribution of the land. 

After the independence of Mexico 
was attained, the disturbances did not 
cease, because, as was said before, what 
impelled the country people to revolu- 
tions was not political ideas, which they 
were unable to understand because of 
their very low cultural condition, but 
rather the misery in which they lived. 
Since independence was a conquest of 
a purely political character, without any 
immediate economic result which might 
favor the rural class, the latter contin- 
ued to swell the ranks of all the revolu- 
tionary movements which the ruling 
class (creoles and mestizos) of the coun- 
try stirred up on various pretexts of a 
purely political character. 


POSTCOLONIAL PERIOD 


The independent governments of 
Mexico did not worry about carrying 
out a better distribution of the land by 
means of equitable allotments among 
the Indian villages, but considered the 
problem from another point of view, 
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which was theoretically impeccable. It 
seems that they thought thus: Mexico 
has a large territory and a small popu- 
lation which has been defzctively dis- 
tributed in this land. To that defective 
distribution is due the fact that in cer- 
tain parts of the country tae lands are 
not sufficient to satisfy the needs of the 
population. Therefore it is necessary 
to promote a displacement of the ex- 
cessive population toward the uninhab- 
ited places, in order to bring about an 
equitable distribution of the land. 

To this end, the so-called Leyes de 
Colonización (Colonization Laws) were 
promulgated beginning with the year 
1823, by which laws the rulers also tried 
to attract foreign population, princi- 
pally European, to come to develop the 
wealth of the national territory and to 
elevate the culture of its inhabitants. 
These laws were very numerous; but 
they failed because they were promul- 
gated in times of constant revolutionary 
agitations which were not favorably to 
colonization, they were not accepted by 
the Indian population which they at- 
tempted to benefit, and there was no 
economic and administrative system to 
promote “self-colonization” or resettle- 
ment in an efficient form. These laws, 
therefore, contributed nothing to the 
solution of the agrarian problem which 
had appeared during the colonial period. 


Laws against entails 


The Leyes de Desamortización (laws 
against entails), which were promul- 
gated about the year 1856 with pur- 
poses principally economic but also po- 
litical, could have partially solved the 
problem of the defective distribution of 
the land in Mexico. The Catholic 
Church had secured a large part of the 
real estate in the Republic, and since 
the property that it acquired rarely left 
its hands, very soon the disastrous ef- 
fects of its “dead hand” were felt in the 
national economy. The Leyes de Desa- 


THE BALANCE OF AGRARIAN REFORM 


mortizacién were promulgated to bring 
the church lands into the market and 
make them active, in order to inject 
economic energy into the country. 
These Jaws were not confiscatory, since 
they only compelled the clergy to 
change the nature of their property, re- 
garding all of which it was ordered that 
the land should be sold to the occu- 
pants, who were required to pay the 
Church the value of it. All the govern- 
ment received was a tax on the sale. 

The Leyes de Desamortización of 
1856 authorized the division of the 
property of the clergy into fractions, in 
such a way that if the laws had been 
correctly carried out, the ranchos and 
haciendas which belonged to the clergy 
would have teen effectively distributed 
among the occupants; but the Catholic 
Church in Mexico proclaimed excom- 
munication egainst the tenants who 
should dare to make use of the Leyes 
de Desamortizactén to their own advan- 
tage, and since these people were gen- 
erally humble and very religious, they 
abstained from taking advantage of 
those laws. 

Anticipating the event that the ten- 
ants might not make use of the right 
which the Leyes de Desamortización 
granted, it was decreed in these laws 
that if the tenants did not express their 
desire to acquire the leased properties 
within a term of three months, these 
tenants could be denounced by any per- 
son whomsoever, and the latter should 
receive as a reward an eighth part of 
the value of the property. In this way 
the denouncers, rich people without 
great religious scruples, got possession 
of the property of the Church, since 
there were no limits to acquiring it. 
Thus, instead of favoring the distribu- 
tion of the real estate of the Church, 
the Leyes de Desamortización in reality 
ended by favoring the development of 
latifundism. 

But the most serious result of the 
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Leyes de Desamortizacién arose from 
the fact that they included not only the 
Catholic Church but also the civil cor- 
porations; and since the Indien villages 
had the character of civil corporations, 
it was necessary to divide the common 
lands among the family heads, so that 
the common property of the Indian vil- 
lages was transformed into individual 
property. Now, the common system of 
property was, in a way, a benefit to the 
Indian, considering his cultural situa- 
tion; for it made certain that the rural 
families would have lands, since they 
could not sell the property, because it 
was not theirs but that of the commu- 
nity. But as soon as the Leyes de 
Desamortizacién individualized common 
property, the Indian, who lacks fore- 
sight by nature, began to get rid of his 
property by direct sales or as a conse- 
quence of the debts that he contracted. 
In short, the Leyes de Desamortiza- 
ción, instead of favoring the distribu- 
tion of the land, favored the develop- 
ment of latifundism, and ended by 
marking a new stage in the decadence 
of the very small property of the ab- 
original villages.* , 


Concentration of land 


The independent governments of 
Mexico, notwithstanding the failure of 
the frst colonization laws, promulgated 
other laws in the years 1875 and 1883 
and also laws for the adjudication of 
public lands, with the same ends of ob- 
taining a better distribution of the pop- 
ulation over the territary, and of at- 
tracting foreigners who might elevate 
the cultural level of the aboriginal in- 
habitants. As it was believed that un- 
certainty regarding the, boundaries of 
the public lands (which were the only 
ones intended to be colcnized) was the 
fundamental obstacle to the success of 
colonization, these laws created the 

t Lucio Mendieta y Núñez, El problema 
agrario de México, 4th ed., Mexico, 1937. 
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Compantas Deslindadoras, or surveying 
companies. 

This had a regrettable effect upon 
the organization of the agrarian prop- 
erty of the country, since these compa- 
nies succeeded in gaining control of a 
fifth part of the territory, and this re- 
mained in the hands of no more than 
fifty owners. So enormous was the con- 
centration of property by virtue of the 
action of the Companias Deslindadoras, 
and as a result of the public land laws, 
that, for example, in the peninsula of 
Lower California all the lands were in 
the power of three foreign companies 
and one individual. The Compañtas 
Deslindadoras, in transforming the pub- 
lic lands into private property, deprived 
many Indian villages of the possibility 
of spreading out over those lands when 
the increase of their population or their 
needs should so require. 

As a result of these factors which 
were developing from the colonial epoch 
to the end of the nineteenth century, we 
find that in the first decade of the twen- 
tieth century the agrarian property in 
Mexico was concentrated in such a way 
as to, form numerous latifundia; for in 
1908, according to statistical data, there 
were in Mexico 42,000 large estates, 
both haciendas and ranchos. To give 
some idea of the nature of these large 
properties, we mention the case of the 
hacienda named “La Gabia,” situated 
in fertile land in the state of Mexico, 
with an area of 132,000 hectares. This 
is not an exception, since most of the 
haciendas in Mexico were real lati- 
fundia. The state of Morelos was the 
property of thirty persons, and in the 
state of Chihuahua the latifundium of 
Señor Terrazas attained scandalous pro- 
portions. It is related as an anecdote 
that when this gentleman was asked 
whether he belonged to Chihuahua, he 
replied: “No, Chihuahua belongs to 
me.” 


The excessive concentration of the 
LJ 
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land was carried out in dirsct ratio to 
the decadence of the very small prop- 
erty of the Indian villages, so that at 
the beginning of the twentieth century 
there was a large number of peasants 
who had no land at all. A large num- 
ber of them often lacked work, for the 
great haciendas of Mexico, poorly de- 
veloped, and managed usually by over- 
seers and very rarely by the owners 
themselves, could not provide enough 
work to give employment to all the day 
laborers. 


REVOLUTIONARY PERIOD 


The Revolution of 1910, even though 
it apparently had as its cause a political 
question (the presidential succession), 
was in reality due to the economic dis- 
content of the peasant masses. It was 
carried through in the conviction that 
it is impossible to establish public peace 
in Mexico if an equitable distribution 
of the Jand is not carried out, and the 
efforts of the revolutionary governments 
have tended to bring that about. To 
that end, the law of January 6, 1915 
was promulgated, which ordered the 
restitution and grant of lands to the 
rustic villages; and later, in 1917, the 
new political Constitution of the coun- 
try, in its Article 27, established the 
new agrarian organization, which in 
substance may be summed up thus: 
The state has the right to intervene con- 
stantly in the distribution of public 
wealth, especially in the distribution of 
lend. The villages always have the 
right to be given lands whica they need 
for their subsistence. Those lands will 
be taken from the large neighboring 
properties. In every case, the small 
holding, which is considered a useful 
institution of the country, will be re- 
spected. The latifundia must be broken 
up with the object of creating and 
strengthening the small holding. 

The only forms of property which 
have legal recognition within Article 27 
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TABLE 1—StattsticaL SUMMARY OF THE PRESIDENTIAL RESOLUTIONS SIGNED IN AGRARIAN 
MATTERS AND oF THOSE EXECUTED FROM 1915 to Aucusr 1939 











Period 














of the Consiitution are, consequently, 
the small holding and the ejido. The 
large holding has no legal existence, 
since its division is ordered, and as for 
the medium-sized holding, which may 
result as a consequence of that division, 
it has only a transitory existence as 
long as the villages need no lands for 
their subsistence; for, as soon as new 
agrarian neels arise, the medium-sized 
holding will have to be reduced to the 
limits of the small holding, the onlv 
holding which, under the Constitution, 
is ultimately protected. 

The various revolutionary govern- 
ments have followed different policies 
in the development of the fundamental 
laws of the Agrarian Reform. The first 
governments initiated it with a certain 
fear and diffdence. They thought per- 
haps that the rapid destruction of the 
old form of Mexico’s agricultural econ- 
omy meant < danger to the economy of 
the country. But beginning with the 
government of General Obregón, the 
Agrarian Reform was carried out with 
more or less vigor until the administra- 
tion of General Cardenas, during which 
it may be said to have attained its max- 
imum expression, as may be seen in 
Table 1. 

The time that has elapsed since the 
Agrarian Reform was begun in Mexico, 
the amount of Jand that has been di- 
vided, and tae number of peasants who 
have become beneficiaries seem already 
sufficient to enable us to formulate a 
belance of agrarian reform. That bal- 





Properties Area Persons 
Divided (Hectares) Benefited 
6,121 10,391,273 942,335 
10,186 18,511,237 1,097,579 
16,307 28,902,510 2,039,914 


ance, in our opinion, is not quite so 
favorable as the figures in Table 1 
might indicate. The Agrarian Reform 
has been carried out with much irregu- 
larity, which has been due to differences 
of opinion and shifts in political influ- 
ence, and under laws which have in gen- 
eral been extremely defective. 

There are many ejidos in which the 
parcel of land is so small and of such 
poor quality that in such villages the 
agrarian problem remains practically 
unsolved. From Table 2, one may ap- 
preciate the true condition of the Agrar- 
ian Reform with respect tc this. 





TABLE 2? 
Number | Per Cent Area of Lands 
of Ejidos| of Total (Hectares) 
299 13 1 or less 4 
3,200 45 1to4è 
2,149 30 4 to 10¢ 
642 9 greater than 10 4 





a Farm lands. 

è In many cases these are not farm lands. 

e Not all these are lands of gocd quality. 

2 Generally the lands are of inferior quality. 


In order to correct these defects, the 
Agrarian Code (Código Agrario) now 
in force stipulates that in no case is 
the ejido parcel to be less than four 
hectares in irrigated lands, and that ev- 
ery settlement of ejidos is to be carried 


3Le reforma agraria de México, a work 
published by the Departamente Autónomo de 
Prensa y Publicidad, 1937. It contains official 
statistical data. 
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out with the best lands of the haciendas. 
This code, however, has no effect upon 
the ejidos which were established under 
operation of former Jaws. Conse- 
quently, in order for the Agrarian Re- 
form of Mexico to yield all the fruits 
that are expected of it, it will be neces- 
sary, in our opinion, to make a recti- 
fication of most of the ejidos until they 
reach the point where they can serve 
the purposes for which they were in- 
tended. 

Discrimination 

From the beginning of the Agrarian 
Reform an effort was made to respect 
agricultural units that were function- 
ing, and in general those lands culti- 
vated with plantations of high value, 
such as coffee, cacao, India rubber, ba- 
nana, henequen, cotton, fruit trees, and 
so forth. This respect had no constitu- 
tional basis, because only the small 
holding, according to Article 27 of the 
Constitution, is exempt from agrarian 
impositions; but it was thought neces- 
sary to leave the aforementioned devel- 
opments intact in order not to harm the 
national economy. 

In the agrarian measures adopted by 
General Obregón, regard for this class 
of agricultural plantations was clearly 
established; but very soon it was seen 
that such respect created unfavorable 
conditions for a large number of peas- 
ant villages, as, for example, those situ- 
ated in La Laguna, those in the hene- 
quen zone of the state of Yucatan, those 
in the coffee regions of the state of 
Chiapas, and others: so that legal basis 
was given to unfair discrimination 
among villages which had the same 
needs. 

During the administration of Presi- 
dent Cardenas this problem has been 
attacked with all firmness. It is under- 
stood that the solution of the agrarian 
problem does not imply merely the dis- 
tribution of lands, but that it requires 
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adaptation to the particular circum- 
star.ces of the different parts of the 
country. In some localities the distri- 
bution of the land is sufficient to solve 
the agrarian problem; but in other 
piaces, the construction of irrigation 
works, the organization of the peasants 
into co-operative societies, or the con- 
tribution of capital is necessary in order 
that the ejido may attain the success 
which is expected of it. 

In the Laguna district the Agrarian 
Reform has been carried out since 1936 
by putting into the hands cf the peas- 
ants most of the lands of the cotton- 
growing haciendas, without destroying 
the unity of the developments. In other 
words, the authorities seek to have the 
cotton-growing hacienda continue as a 
type of great holding, but not in the 
hands of a small number of owners, but 
rather for the benefit of the peasants; 
and to that end the peasants have been 
organized into co-operative societies and 
have been furnished the financial aid 
necessary to continue the development 
of the ejido in collective form. 

The procedure has been the same in 
the henequen region of tke state of 
Yucatan. 

This great and interesting experiment 
has not yet been brought to completion, 
and ror that reason no conclusion can 
be drawn from the data which the brief 
experience since 1936 shows. In La 
Laguna, those ejidos which received 
lands of good quality have had an un- 
questionable success, beyond all ex- 
pectations; but, on the other hand, in 
those ejidos which settled lands of poor 
quality, insufficiently irrigated, the situ- 
ation is precarious. 


Transitory conditions 


Both in the Laguna and in the hene- 
quen region of the state of Yucatan, 
there are great deficiencies of ejido or- 
ganization, as is natural, and there are 
frequent cases of corruption and inepti- 
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tude on the part of the bureaucratic 
organization which the Banco de Cré- 
dito Ejidal (Bank of Ejido Credit) and 
the Agrarian Department have created 
to control ard direct the collective de- 
“velopment of the ejidos; but it is not 
correct to judge the excellence of the 
Agrarian Reform by these transitory 
circumstances, which will be eliminated 
under a more strict intervention of the 
government and in proportion as the 
tenants of the ejidos improve culturally 
and come to an accurate understanding 
of the functioning and the purpose of 
the new organization of which they 
form a part. It is not possible that the 
complete transformation of the system 
of latifundist exploitation should be 
brought about without economic mal- 
adjustments, which, we repeat, must 
necessarily be transitory. 


INTERESTS OF FOREIGNERS 


The Agrarian Reform of Mexico has 
met some obstacles of an international 
character, because necessarily it has af- 
fected and still affects interests of for- 
eigners resid:ng in the Republic. These 
otstacles have not prevented its being 
carried out with all rigor, especially un- 
der the government of President Cár- 
denas. In reality, these obstacles are 
caused by a lack of understanding, 
amounting to almost complete igno- 
rance, on the part of the foreigner, con- 
cerning the particular conditions of 
Mexico with respect to the problem of 
land; and furthermore, they are caused 
by the fact that Mexico is a weak coun- 
try, with regard to which the demands 
of strong nations are carried to an ex- 
treme, even though such demands may 
not be based on strict justice. 

Mexico has seen itself compelled to 
injure the private interests of the land- 
owners, national as well as foreign, in 
order to obtain a more equitable distri- 
bution of agrarian property as a basis 
of its internal peace, which, as we have 
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already said, is impossible in any other 
way; and as the magnitude of the 
Agrarian Reform prevents the govern- 
ment from previously indemnifying the 
great landowners, this circumstance has 
been taken as an argument to be 
wielded against the latest revolutionary 
policies of the country. 


COMPARISON WITH EUROPEAN 
COUNTRIES 


One forgets or seeks to ignore the 
fact that in the most enlightened coun- 
tries of Europe, at present, the concept 
of property has suffered profound trans- 
formations, and that in almost all the 
modern constitutions of those countries, 
the right of the state to intervene in the 
organization of the property of land is 
established, giving to such property the 
indubitable character of a real social 
function. Some countries are reaching 
the extreme of establishing the possi- 
bility of expropriating private property 
without indemnification. 

In several countries of Europe, at 
present, an intense agrarian reform is 
being carried out, following paths simi- 
lar to those pointed out by Mexico; but 
they are reaching extremes which have 
not even been considered in the Agrar- 
ian Reform of Mexico. Thus, for ex- 
ample: 

In Yugoslavia, by a law of February 
25, 1919, all large holdings were ex- 
propriated, with previous indemnifica- 
tion in state bonds amortizable in 
twenty years. í 

In the same manner, agrarian indem- 
nifications are covered in Bulgaria (ac- 
cording to a law of May 6, 1921), and 
in Finland. 

In Greece, the law of December 29, 
1917 compels feudal landlords to yield 
“a fifth of their holdings to the Greek 
State, without any indemnification.” 
The remainder is paid in state bonds 
amortizable in thirty years. 


In Latvia, according to a law of Oc- 
e 
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tober 16, 1920, agrarian indemnifica- 
tions are not paid to landowners who 
“by means of the development of their 
lands have been reimbursed for the 
value of them.” 

In Lithuania, agrarian indemnifica- 
tions are paid in thirty-six years, and 
between 15 per cent and 30 per cent of 
the expropriated properties is not sub- 
ject to indemnification.® 


UNSATISFACTORY CONDITIONS 


The Agrarian Reform in Mexico is 
more than twenty years old in its de- 
velopment; but it has not yet reached 
its complete realization either in the 
aspect of the redistribution of the land 
or in that of the organization of the 
ejido, and still less in that of the or- 
ganization of agrarian credit. It is not 
possible, consequently, to formulate a 
definitive judgment. One could not ex- 
pect the ejido, in so short a period of 
time, to accomplish what the large hold- 
ing did not accomplish in the Mexican 
Republic during several centuries of ex- 
istence. In fact, the large holding in 
Mexico was never able to satisfy the 
population’s demand for articles of 
“prime necessity, since it was always nec- 
essary to import cereals from other 
countries. From the social point of 
view, the large holding was a real 
scourge of the peasant population, 
which it iniquitously exploited to the 
point of reducing it to an indefensible 
condition of misery. 

On the other hand, the ejido, which 
is the basis of the new agrarian organ- 
ization of Mexico, rests upon indubita- 
ble principles of justice and corresponds 
to inevitable sccial needs. By means of 
the ejido the attempt is made to bring 
to each of the peasant families of Mex- 
ico, dispossessed of all property, a small 
parcel of land (four hectares in irri- 


3 Arthur Wauters, La reforma agraria en 
Europa. Spanish translation by Javier Dueno, 


Madrid, 1931. y S 
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gated land, or a larger area of equiva- 
lent productivity in lands of another 
quality) in order that such families 
may be able to take care of the most 
urgent needs of their material life. 

This was the initial intention of the 
Agrarian Reform; but the experience 
acquired, new ideas, and new sociologi- 
cal and political currents have caused 
the original impulse to be changed. At 
the present time, it is known that the 
development of the redistributed lands, 
ckaracteristic of the ejido, is not satis- 
factory from either the economic or the 
social point of view. From the eco- 
nomic point of view, the results are poor 
because neither the methods nor the 
mechanized means of modern agricul- 
ture can be employed in each parcel, 
considered singly. The tenant of the 
ejido confines himself to obtaining the 
agricultural products indispensable for 
his own consumption, employing for the 
purpose a rudimentary agricultural 
technique. From the social point of 
view, the development isolates the ten- 
ant of the ejido, incloses him within an 
egoistic individualism which removes 
him from every common interest, and 
thus remains a political and social force 
among the peasant masses tc the detri- 
ment of their material well-being and 
their culture. 


THE SOLUTION 


The solution which is necessary is the 
collective development of the ejido, the 
restitution of the old latifundium; but 
with the difference that it would now 
be in the hands of and for zhe advan- 
tage of the workers themselves, and 
would have the benefit of modern direc- 
tion and technique. Economically, the 
advantage of collective culzivation is 
not open to question, for it would fur- 
nish the tenant of the ejido the possi- 
bility of using machinery and tools, 
which would introduce great savings in 
the development. Socially, collective 
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development is a solid bond of union 
which creates the class consciousness 
and the political strength so necessary 
to the destitute masses of the Mexican 
countryside, who consist for the most 
part of Indians of different race and dif- 
ferent culture. 

The latest reforms introduced in the 
Agrarian Ccde tend toward collective 
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development of the ejido in certain 
cases. 

The Mexican Agrarian Reform is not 
over. It is in full force, in full develop- 
ment. It appears full of problems and 
possibilities. In it are placed all hopes 
for a profound social and economic 
transiormation of the country, which 
will lay the foundation of its progress. 


Lucio Mendieta y Núřez is director of the Instituto 
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The Indian in Mexico 


By Rosert REDFIELD 


N SUCH a country as Mexico, where 

much racial intermixture has oc- 
curred, it is possible to estimate the 
relative amounts of Indian and white 
blood, but not to count the number of 
Indians. Where people do not know 
the ethnic character of their grandpar- 
ents, as is true in most of Mexico, one 
cannot enumerate the Indians in a bio- 
logical sense. Nor is it possible to 
count the Indians as a socially recog- 
nized group, as we do with Negroes in 
the United States, because in most parts 
of Mexico Indians are not so defined; 
in such parts everybody is a Mexican 
and nobody is very definitely an Indian. 


PROPORTION or InpiaAn Broop 


The category “race” was not em- 
ployed in the censuses of 1895, 1900, 
or 1910. “The last national census to 


timates of race as do exist show fluctua- 
tions over the years which cannot be 
explained except in terms of inaccura- 
cies of enumeration and of differences 
in methods of enumeration. 

Tf the figures for 1921 should be 
taken seriously, and half of the blood 
of the mixed-blood group considered 
Indian in origin, it would Zollow that 
59.4 per cent of the blood of Mexico is 
Indian. It is probably much more than 
that. It is probably safe to say that 
in Mexico three out of every four per- 
sons are more Indian than white in an- 
cestry. As compared with the United 
States, where, roughly speaking, one out 
of every five hundred persons is an In- 
dian, Mexico is at least ore hundred 
times as Indian. As compared with 
other Latin American countr-es, Mexico 
is one of the five or six with the greatest 








TABLE 1 
Per Cent Per Cent Per Cent 
White Mixed Indian 
1805 41.2 40.0 
1921 60.5 29.2 





use that category was that of 1921. 
This gave the population as composed, 
by per cent, of Indians, 29.2; whites, 
10.3; and mixed-bloods, 60.5.1 The re- 
sults of this census on this point are 
strongly doubted by the Mexican au- 
thorities themselves,? and it has been 
pointed out ® that such censuses and es- 


1 Jesús S. Soto, “Los elementos actuales de 
la población de México,” Estadística Nacional, 
Vol. VII, No. 104 (June 1931), p. 251. 

2 México en Cifras (Atlas Estadistico, 1934), 
Secretarfa de la Economia Nacional, México, 
D.F., 1934, p. 13. 

8 Juan D. Bojorquez and Emilio Alanis 
Patiño, La clasificación cultural en las esig- 





proportion of Indian blood (but it is 
certainly not the first of these); it is 
one in which racial intermixture has 
gone far. 

The trend of intermixture is sug- 
gested by comparison of the estimate of 
composition of population for 1805 with 
the unsatisfactory census of 1921, as 
shown in Table 1. 

Ir a little more than a century, the 
proportion of whites was reduced to lit- 
tle more than one-half, while the pro- 





disticas del movimiento de los paises de la 
América letina, México: Talleres Graficos de 
la Nación, 1933. 
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portion of mixed-bloods was increased 
by one-half. 


MERGING oF RACES 


In abandoning the category of race 
when making their national census in 
1930, the Mexican authorities had in 
mind not only the practical impossibil- 
ity of counting Indians, but also the 
fact that racial differences are no longer 
of first significance in Mexico. When, 
in early colonial times, as many as 
thirty-two different racial combinations 
were recognized in classifying the in- 
habitants, the layers of society in fact 
corresponded with racial groups. But 
today, in the words of a representative 
of the government, Mexican “social 
stratification, especially since the Revo- 
lution which began in 1910, has ceased 
to correspond to ethnic categories and 
has come to respond to economic cate- 
gories.”° The disposition nowadays is 
to think of one submerged class com- 
posed of Indians and mixed-bloods to- 
gether. 

Thus, in speaking on the educational 
problem of Mexico in 1924, Vicente 
Lombardo Toledano, labor leader, esti- 
mated the Indian population of Mexico 
at five million and the mixed-blood pop- 
ulation at seven million, but stressed 
the fact that these two groups are simi- 
lar in culture and in social position, as 
well as racially. Dr. Manuel Puig Ca- 
sauranc, then Minister of Education, 
speaking at Montevideo in 1933, ex- 
pressed a similar judgment that the 
“Indian and mixed-blood” population 
of Mexico was then more than four- 
fifths of the whole. Leaders of the 
country still make great use of the word 
“Indian” anc speak freely of the “prob- 
lems of the Indian,” but it is an increas- 


* Eyler N. Simpson, The Ejido, Mexico’s Way 
Out (Chapel Hill, N. C., 1937), pp. 235-36. 

t México en Tifras, p 13. 

6 Siegfried Askinasy, Mérico 
(México, 1939}, pp. 176~77. 
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ingly vague Indian that is meant, and 
“the Indian” comes a_most to mean 
“the proletariat.” 


RELATIVE DISTINCTNESS OF INDIANS 


On the other hand, it must be recog- 
nized that there are great local differ- 
ences within Mexico as to the impor- 
tance and as to the distinctness of the 
Indian element. In the more isolated 
regions, where assimilation has not gone 
on so long or so far as in the more ac- 
cessible areas, the statement made in 
the first paragraph of this article re- 
quires qualification, for in such places 
an Indian is commonly something easily 
distinguishable from a non-Indian. The 
criteria which separate him from the 
non-Indian, and the terms used for 
these ethnic groups, differ from place 
to place. Thus, the Tarahumara of the 
western Sierra have different costumes, 
customs, and language from the “Mexi- 
cans” who live near and around them." 
The Tzeltal of eastern Cnriapas have 
different customs and language from the 
Spanish-speaking Ladinos who wear the 
clothes of the city and practice its ways 
of life. Some of these Tzeltal® keep 
Indian surnames; so that a man’s name 
may tell whether or not he is an Indian. 
The Maya of Yucatan, too, are marked 
off as Indians in large part by the fact 
that they have such surnames as Pech 
and Nah rather than Perez and Agui- 
lar. Among the Huaxtec of San Luis 
Potosi, one may know chat it is an In- 
dian who is mentioned if the surname of 


7 Wendell C. Bennett and Robert Zingg, The 
Tarahumara, Chicago: University of Chicago 
Press, 1935, 

8 Robert Redfield and Alfonso Villa Rojas, 
Notes on the Etknography of Tzeltal Com- 
munities of Chiapas (Washington, D. C.: Car- 
negie Institution of Washington, Publication 
No. 509, June 1939), pp. 135-19. 

? Robert Redfield, “Race and Class in Yuca- 
tan,” Cooperation in Research (Washington, 
D. C.: Carnegie Institution of Washington, 
Publication No, 501, 1938). pp. 511-32. 
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the reported individual is a Spanish 
baptismal name; thus, Juan Manuel is 
safely assumed to be an Indian.*® 

Indeed, one may find in Mexico In- 
dian elements in almost all degrees of 
intermixture, racially and culturally, 
with the whites, from the few Lacan- 
don of eastern Chiapas who live aloof, 
distinct, and pagan in the tropical rain 
forest, to the thoroughly mixed middle- 
class urban population. The facts as to 
local differences in this regard, and as 
to the relative quantitative contribution 
made by the Indian to the life of one 
part of Mexico as compared with an- 
other, may be reached through consid- 
eration of the figures given in the 1930 
census as to languages spoken.’1 This 
census reported 1,185,162 persons, or 
7.2 per cent of the total population, 
speaking Indian languages as their only 
language, and 1,164,235 persons, an- 
other 6.4 per cent, as speaking both an 
Indian language and Spanish. The to- 
tals probably underestimate the extent 
to which Indian languages are spoken. 
The tendency is to record as Spanish- 
speaking many persons who do not have 
effective control of the language. The 
census reports, for example, that 47 per 
cent of the Tarahumara speak also 
Spanish. Dr. Wendell C. Bennett, who 
has studied these Indians, gives his im- 
pression that not more than 10 per cent 
of the mountain Tarahumara (the larg- 
est group) can speak Spanish.1? 


INDIAN AREAS 


The extent to which Indian ways of 
life persist in certain areas, and the ex- 
tent to which the Indians remain iso- 
lated from modern life, may be learned 
from consideration of the figures as to 
the proportion of Indian-speaking per- 


10 Personal communication from M. J. 
Andrade. 

11 México en Cifras, pp. 13-14. 

12 Wendell C. Bennett, personal communica- 
tion, » 
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sons to the total population, and of 
monolinguals to bilinguals.* The all- 
Indian-speaking people of Mexico live 
in two principal and two lesser areas. 
The largest area is southeastern Mexico 
from the southern border of Tamaulipas 
south to the Pacific, west to Michoacan, 
and east to the Guatemalan border. It 
is almost but not quite contiguous with 
the second strongly Indian area—the 
peninsula of Yucatán, where one lan- 
guage and one set of customs, those of 
the Yucatec Maya, prevail. These two 
areas (or perhaps one area) are Indian 
Mexico; within this regicn, perhaps 
one-third of the whole of Mexico, live 
nine-tenths of the Indian-speaking peo- 
ple; here it is that primitive customs 
persist, that life is most strongly lo- 
calized, traditional, and colorful. 

This area roughly corresponds with 
that part of pre-Hispanic Mexico where 
the old high civilizations flourished and 
which has been modified by the Span- 
ierd and by city life, yet which re- 
mains, to a great degree, where and 
what it was. It is notable taat the Na- 
tional Capital lies within it. The two 
lesser Indian areas are islards of more 
primitive life; here the Indians have 
survived as such because modern life 
has much less strongly penetrated a 
hinterland. In western Sonora and 
western Chihuahua live the Pima, the 
Tarahumara, the Yaqui, and the Mayo; 
while at the southern end cf the same 
weszern Sierra, where Nayarit, Zaca- 
tecas, and Durango converge, live the 
Cora and the Huichol. Northern Mex- 
ico, with the exception of these moun- 
tain vestiges, and especially northeast- 
em Mexico, is a great area in which the 
Indian population, never very great or 
very advanced, was early displaced or 

18 Bernard Bevan, The Chinartec. Report 
or the Central and Southeastern Chinantec 
Region, Vol. I. The Chinantec and Their 
Habitat. Publication No. 24, Institute Pan- 
americano de Geografía e Historia, México, 
D F.. 1938; also México en Cifras, pp. 13-15. 
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absorbed; today it is Spanish-speaking 
and without strong local—let alone 
tribal—life. 


LANGUAGES 


The proportion of monolinguality to 
bilinguality reported in the census va- 
ries from zerd to 89 per cent (in the 
case of the Chol of Chiapas). The 
groups with the highest proportion of 
monolinguals are the Trique, the Maza- 
tec, the Tlapanec, the Chol, and the 
Tzeltal; these Indians live in Guerrero, 
Oaxaca, and Chiapas; this southern, 
mountainous, and rugged terrain is the 
very core of Indian Mexico. The great 
isolation of certain of the villages in 
this area is suggested by data recently 
secured on the eastern slope of the 
Sierra Madre in northern Oaxaca.'* 
The Chinantzc, who dwell there, are 
eigath in degree of monolinguality 
among Mexican tribes. In six munici- 
pal districts cf the area, of a population 
of 10,425, only 70 persons are reported 
as not speaking Chinantec; and in 
many of the villages less than 10 per 
cent of the inhabitants can speak Span- 
ish!" In all Indian Mexico, a further 
fact related to the isolation is to be 
stressed: Nearly all the Indian-speaking 
population lives in the area which that 
same ethnic group was inhabiting in 
early colonial times. The census fig- 
ures, although not entirely clear on this 
point,”* certainly confirm the impression 
of all students of the Mexican Indian to 
this effect. Indian Mexico is composed 
of local, long-established groups each 
distinguished from the others in custom, 
language, and sense of ethnic identity. 

The “fifty-four” different languages 
in terms of which the census enumerates 
the Indian-speaking population are not 
to be taken as a definite and exhaustive 


list. Some language-names listed are 
14 Bernard B2van, The Chinantec, cp. cit. 
15 Ibid., p. 2E. 


16 México en Cifras, pp. 13-14. 
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known by linguists to include several 
notably different languages, while others 
listed separately are kardly dialectic 
variants of one another. The fact of 
consequence is the great linguistic diver- 
sity, with the cultural separateness that 
accompanies it. In scuthern Mexico 
there are local markets where Indians 
meet who speak languazes as different 
from one another as arə Eaglish, Chi- 
nese, and Hebrew. Although there are 
great differences in this respect, on the 
whole in southern Mex:co the Indians 
have tended to marry within their own 
ethnic groups. One reflection of this 
fact is that although conforming to the 
same general physical zype, there are 
great differences as between wo tribes 
while there is homogeneity within each 
isolated group. Mexicc includes some 
of the tallest Indians known, and some 
of the shortest. Starr™ found the 
Tzendal to be a long-headed people, 
while the Yucatec Maya, linguistically 
related, are very broad-headed (ce- 
phalic index of 77 as compared with 
85). 


MATERIAL Customs 


The great extent to which the cus- 
toms and institutions of present-day 
Mexico are derived frora Indian rather 
than European tradition has been often 
stressed and has been in part ana- 
lyzed.** The fabric of rural life is an 
intricate interweaving of European and 


17 Frederick Starr, Physical Characters of 
Indians of Southern Mexico, Chicago: Um- 
versity of Chicago Press, 1902. See also 
Morris Steggerda, Anthropometrs of Adult 
Maya Indians, Publication No 4354, Carnegie 
Institution of Washington, Washington, D. C, 
1932 

18 Ernest Gruening, Mexico and Its Heritage, 
New York. The Century Zo., 1928; Robert 
Redfield, “The Material Calture of Spanish- 
Indian Mexico,” American Anthropologist, nS., 
Vol. XX XI, No. 4 (Oct.-Dec. 1929), pp. 602- 
18, Elsie Clews Parsons, Mitla, Town of the 
Souls (Chicago: University of Chicago Press, 
1936), Chap XI. 
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aboriginal elements, and the disentan- 
gling of the one from the other cannot 
always be done with assurance. 

Most obviously, much of the practi- 
cal side of life, centering around the 
field, the trail, and the kitchen, is In- 
dian in its historical origin. The ways 
in which maize, beans, and chile are 
grown, and the ways in which they are 
eaten, are probably much the same to- 
day as they were before the Spaniards 
came. Furthermore, these agricultural 
and culinary practices are now carried 
on by many Mexicans who are largely 
white in blood and who are Spanish in 
speech. The Indians developed ways 
of getting a living before the Spaniards 
came which were so well adapted to the 
country that they have persisted. They 
are likely to persist until other factors 
greatly alter the standard of living. A 
similar statement could be made about 
the Indian styles of house construction, 
or the partly Indian forms of garment. 

In the case of each of these divisions 
of the material life—agriculture, cook- 
ery, architecture, costume, and, one 
may add, transportation—strongly In- 
dian features exist often side by side 
with parallel or supplementary contri- 
butions from Europe. The tortilla is 
eaten, but so also is wheat bread con- 
sumed; maize is eaten in the old Indian 
forms, but coffee tends to supplant 
chocolate, and cinnamon is used more 
than the native vanilla; the masonry 
house with the tile roof is built by the 
native who can afford to give up a hut 
of poles and thatch; and the tumpline 
and carrying case of aboriginal Mexico 
serve to bring produce to market on the 
vendor’s back where poverty or poor 
roads do not allow the use of horse or 
ox-cart. 

Again, few statements on these sub- 
jects are valid for all of the Republic. 
There are great local differences. It 
may, however, be pointed out that 
while the influence of Indian tradition 
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bas greatly persisted and has been ex- 
erted even over urban Mexicans who 
are European in ancestry, as exempli- 
fied in the tortillas they eat and the oc- 
casional words of Aztec origin in the 
Spanish they speak, a great many ele- 
ments of custom of European origin 
now characterize the life of even the 
most isolated groups of strongly Indian 
blood. Everywhere, or almost every- 
where, the Indians make use of coined 
money, factory-made textiles and tools, 
candles, hogs, and (climate permitting) 
citrus fruits, as well as other features 
of life which were unknown in Mexico 
before the Conquest. 


INTANGIBLE CHARACTERISTICS 


With reference to the less tangible 
aspects of customary life, a little knowl- 
edge of Mexico makes for even greater 
hesitation in generalizing about the ex- 
tent or the character of Indian influ- 
ence. The survival of aboriginal reli- 
gions is certain in many groups. To 
cite a single example, the Maya of 
southeastern Yucatan preserve the 
names of many pagan deities, the rituals 
and prayers in which to address them, 
and the specialized priests z0 carry on 
the cult. Magical practices and per- 
sonalized conceptions of nature are 
widespread, and many of these, no 
doubt, go back to native tradition. 

All these elements are, of course, most 
clearly and fully present in that Indian 
heart of Mexico geographically defined 
earlier in this paper. Among several 
different linguistic groups of that area 
there survives the ancient agricultural 
calendar, made up of eighteen twenty- 
day and one five-day periods.*° No- 
tions of the animal-like guardian spirit, 


19 Robert Redfield and Alfonsc Villa Rojas, 
Notes on the Ethnography of Tzeltal Com- 
munities in Chiapas; Irmgard Weitlaner, “A 
Cainantec Calendar,” American Anthropologist, 
Vol. XXXVII, No. 2 (Apr.—June 1936), pp. 
197-201. 
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practices of animal sacrifice, deification 
of elements of nature, and a multitude 
of other primitive features in large part 
of native orig:n have been well reported 
from southern Mexico. At the same 
time, these are closely intertwined with 
European customs and beliefs; and fur- 
thermore, it is true that some of the 
most isolated Indian-speaking groups, 
as for example the Chinantec of 
Oaxaca and the Maya of east-central 
Quintana Roo,?! preserve the ritual of 
Catholic Christianity little changed 
from the form in which it must have 
been taught to their ancestors centuries 
ago. Within the strongly Indian area, 
the survival of pagan custom is singu- 
larly irregular. 

Qualified though the picture of In- 
dian Mexico must be by recognition of 
the great influence of Spanish custom 
over it, the fact remains that the rural 
villages of southern and eastern Mexicc 
have a general character, a sort of eth- 
nic flavor, waich makes the word “In- 
dian” appropriate for them. In large 
part, this Incian character exists in the 
less formalized aspects of life whick 
escape ordinary reporting of custom 
and institution. These include man- 
ners, gestures, and subtle ways of think- 
ing and feeling. Dr. Parsons, an in- 
vestigator sensitized to the subject by 
knowledge of Indian groups outside o: 
Spanish America, has named some ož 
these less obvious characteristics of the 
Mexican Incian as they appear in a 
Zapotec community of Oaxaca.** Al- 
though it may not be possible to prove 
the Indian origin of some of these 
ways, and although some of them may 
also have characterized Spanish peas- 
ants of the sixteenth century, a listing 
of some of them serves further to sug- 


20 Bevan, op cit. 

21 Alfonso V_Ila Rojas, “The Maya of East- 
central Quintana Roo,” MS. 

22 Elsie Clews Parsons, Mitla, Town of the 
Souls, pp. 480-81, 
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gest the nature of Indian Mexico: “the 
practice of making presents to cement 
social relationships”; “an attitude of 
secretiveness as a protection from ridi- 
cule or criticism”; “the impulse to es- 
cape from a situation you do not like 
rather than to resist it or reform it”; 
“noncompetitiveness and a lack of per- 
sonal aggressiveness”; “Jesire for social 
peace and unity and ccnviction of the 
need of town solidarity”; “repugnance 
to physical contacts”; “no manifesta- 
tion of sexual interest whatsoever”; and 
(among other characteristics) “taking 
much more interest in how people be- 
have than in how they feel or think.” 
Even where the forms of religion and 
the social institutions are Spanish, the 
“feel” of life in these villages of south- 
em Mexico is Indian. 


Lack or UNITY 


As has been argued elsewhere.”* with 
regard to the understanding of contem- 
porary Mexico, more important than 
determining which elements of life are 
Indian and which Spanish is the fact 
that in much of Mexico each commu- 
nity lives a local and largely independ- 
ent life. Mexico, especially Indian 
Mexico, is a collection of still largely 
separate societies. There can be no 
complete nation until there is a national 
sense, and such a sense is far from pres- 
ent in the multitude of little valley or 
mountain villages, or clusters of vil- 
lages, each with its owr customs, loyal- 
ties, and even dialect. Each commu- 
nity lives in terms of ways of life which 
are inseparable from the local soil. The 
native’s interests and xis loyalties are 
closely bound with his role in the vil- 
lage. The legends and myths he is told 
justify the traditional ways, and often 
disfavor. the new and the modern. The 


28 Robert Redfield, “Folkways and City 
Ways,” in Renascent Mexico, ed. by Hubert 
Herring and Herbert Weinstock (New York, 
1935), pp. 30-48. 
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“Indian problem” of Mexico is the 
problem of converting many little folk 
societies into a nation. 

Since the Revolution which began in 
1910, “the Indian problem” has been 
in the focus of public concern. There 
has been, of course, an Indian problem 
ever since the whites arrived to make 
one, and Las Casas is one of many men 
who in colonial times had ideas on the 
subject; but it was not again a central 
issue until modern times. As Mexican 
society crystallized after the Conquest, 
the Indian took his place—at the bot- 
tom—and was (with exceptions) for- 
gotten. In the nineteenth century, dur- 
ing the long Díaz regime, the Indian 
masses were not only abused but ig- 
nored. “What shall we do about the 
Indian?” a leader was asked in that pe- 
riod. “Leave him alone,” was the re- 
ply, in which governmental opinion 
largely concurred. Mexico presented 
itself officially to the world as European 
in culture. 


REDISCOVERY OF THE INDIAN 


The Revolution of the twentieth cen- 
tury was not merely a shift in political 
power but a social movement in the 
sense that it had popular participation 
and was animated by a common pur- 
pose. The movement was and is na- 
tionalistic, and it is not surprising that 
the Indian was rediscovered as a sym- 
bol of national life. To be different 
from Europe, to be free of control by 
the Anglo-Saxon neighbor to the north, 
to be one’s national self—these were 
aspirations no less real than universal 
suffrage, land reform, or free general 
education. The Indian, the man far- 
thest down, for whom the reforms of 
revolution might do the most, appeared 
now as something to be cultivated and 
appreciated. So, as in the case of na- 
tionalistic movements in other lands, 
the folk arts and the peasant life be- 


came subjects of cultivation and admi- 
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ration by urban leaders. The dances 
and songs of Indian Mexico were col- 
lected and published. The Indian be- 
came a great theme of the new nation- 
alistic art. Artists assumed Indian 
surnames, and some of them talked 
mystically of the cryptic wisdom of the 
Indian. Soon the men of letters began 
to develop the new vein, writing of the 
life of the common man and of the In- 
dian villages; in 1935 a national lit- 
erary prize was given to Gregorio Lopez 
y Fuentes for his novel Æ Indio. Now 
it was appropriate for national leaders 
to place the Indian in a conspicuous 
and favorable light: governmental pub- 
lications appeared with fozewords ex- 
tolling the Indian; Indians began to ap- 
pear on public platforms. Along with 
the emphasis on the living Indian, there 
was a renewal of interest in the ancient 
civilizations which Indians had built in 
Mexico, and the names and events and 
achievements of the Aztec and the 
Maya centuries ago provided a back- 
ground of glorious past for the redis- 
covered Indian. 

While for a long time local groups of 
educated Indians had been here and 
there cultivating native larguages and 
local traditions, the nationalistic move- 
ment provided a leadership from the 
city which was often ahead of the local 
native in his developing ethnic con- 
sciousness. A truly naticnal Indian 
movement in Mexico was made difficult 
if not impossible by the fact that there 
were so many different languages and 
traditions. But in certain areas, where 
many people spoke the same native 
language and could claim the same 
heritage, more was made of the In- 
dian elements. The political leaders of 
Yucatan exploited the Maya heritage 
of that area. Yucatan was often re- 
ferred to as “Mayab”; speeches were 
made in Maya; the early revolutionary 
leader Felipe Carrillo Puerto claimed, 
against the evidence of his appearance, 
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to be a Maya Indian; a literary man 
wrote a mystizal appreciation of the In- 
dian which was widely read and was 
translated in part into Maya; operas 
anc plays based on Maya themes were 
written and produced; in a public festi- 
val a prize was given to the most beau- 
tiful Indian girl; and an airplane 
bought by the state government was 
named after zn ancient Maya hero. At 
this writing an Academy of the Maya 
Language in Mérida proposes to pub- 
lish a periodical review. 

Similar but less extensive cultivation 
and idealization of the local Indian her- 
itage occurrec in the area where Nahua 
is spoken, and in the Zapotec region of 
Oaxaca. A group of Zapotec Mexicans 
have for several years been publishing 
a periodical, partly in Zapotec, develop- 
ing local themes. A long list of such 
ventures, mostly ephemeral, could be 
collected. 


OFFICIAL EFFORTS FOR THE INDIAN 


Formal expression of this interest in 
the Indian was given in 1917, when a 
Section of Anthropology, under Dr. 
Manuel Gamio, was set up in the 
Ministry of Agricultura y Fomento. 
Dr. Gamio zarried on his important 
studies in the valley of Teotihuac4n,** 
and published works ** urging the mak- 
ing of regional investigations of Mexico 
as a basis for social planning. His plan 
to establish an independent Ministry of 
Contemporary Population was never 
realized; the Section on Anthropology 
became a Section on Archaeology and 
was later converted into a National In- 
stitute of Anthropology and History, 
with a chiefy archaeological interest; 
but in 1936 a new Section, that of Na- 

24 Manuel Gamio (Director de la Dirección 
de Antropologia), La población del Valle de 
Teotihuacán, México: Talleres Graficos de la 
Nacién, 1922. 3 vols. 

25 Manuel Gamio, Forjando Patria, Mexico, 
1916; Manuel Gamio, Hacia un México 
Nuevo, Mexico, 1935. 


139 


tive Affairs (Asuntos Indigenas), was 
established in the Ministry of Educa- 
tion and given the task of studying the 
economic and social condition of the 
aboriginal peoples, of making plans for 
the improvement of their condition, and 
of representing the Indians in other 
branches of state and Federal govern- 
ment. 

Under this Section, field conferences 
are being held. The first occurred at 
Ixmiquilpan, Hidalgo, and the second 
in the Tarascan center of Uruapan, Mi- 
choacan. At these meetings speeches 
are made outlining the plans of the gov- 
ernment for the aid of the Indian; local 
natives are encouraged to present their 
problems and requests; resolutions call- 
ing for assistance in such matters as 
land distribution, schools, and medical 
aid, are passed; and the Indians are 
given educational pamphlets written in 
their own tongue and are shown what 
in the United States are called “docu- 
mentary films,” about Mexico.” 

Very recently a decision has been 
reached that instruction in rural schools 
be given in the native tongue where 
such is the language of the community, 
and not in Spanish, as has been at least 
the official practice until ncw. Reason 
for this change of policy has been found 
in the difficulty had by government in 
communicating with local communities 
where little or no Spanish is spoken, 
and in the argument that people should 
be taught in the language in which they 
habitually think.2" At the same time, 
the plan is congenial to that policy (to 
be mentioned further below) which 
seeks the preservation of much of na- 
tive Indian culture in the course of in- 
tegration of the nation. A group of 

26 Memoria del Segundo Congreso Regional 
Indigena, Departamento de Asuntos Indigenas, 
México, D F., DA.P.P., 1938. 

27 Miguel Othón de Mendizábal, “El prob- 
lema social de las lenguas indígenas,” 
Revista de Educación (Nov. 1938), pp. 9-13. 
(DAP.P., México, D.F.) 
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students and administrators are now at 
work preparing plans for the teaching 
of Tarascan, Nahua, Otomi, and Chi- 
nantec, but it is too soon to judge the 
plan.?8 


EDUCATION FOR THE INDIAN 


Apart from administrative recogni- 
tion of the Indian in special branches 
of the government directed exclusively 
to the native populations, the new 
school program has had special regard 
to the education of the indigenous peo- 
ples. When for the first time a Min- 
istry of Education was established in 
1921 by Obregén and intrusted to Vas- 
concelos, there was included a Depart- 
ment of Indigenous Education and 
Culture.*® The spirit of the new enter- 
prise, carrying with it emphasis on civ- 
ilization and not simply book education 
for the remote areas, found expression 
in the well-known Cultural Missions.®° 
Under Puig Casauranc, the Ministry 
made another experiment with the edu- 
cation of Indians by establishing in 
Mexico City the “House of the Native 
Student.” #4 Indians who learned the 
ways of the city in this establishment 
turned out, however, to be reluctant to 
return to their rural homes, and the 
government substituted “Centers of Na- 
tive Education,” ten of which were es- 
tablished in various Indian regions of 


28 Tbid.; also Morris Swadesh, “El Congreso 
Lingifstico y la Educación Rural,” Tests, 
Organo mensual del sindicato de trabajadores 
‘de la ensefanzo de la República Mexicana, 
Vol. I, No. 2 (June 30, 1939), pp. 5-7. 

28 Amanda Labarca, Mejoramiento de la 
vida campesina (México-Estados Unidos- 
Chile) Ediciénes de Ja union republicana, 
Empresa “Letras,” San Antonio, 1936, pp. 39 ff. 

80 George I. Sánchez, Mexico: A Revolution 
by Education (New York: The Viking Press, 
1936), pp. 63-95; Las Misidnes Culturales en 
1927, Secretaria de la Educación Publica, 
México, D.F., 1928. 

31 Sánchez, op. cit., pp. 152 ff; La Casa del 
Estudiante Indígena, Secretaria de la Educa- 
ción Pública, México, D.F., 1927. 
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the Republic in 1933.8? Tkese centers, 
of which more have since been estab- 
lished, were designed to become the 
focus of the incorporation of the natives 
into Mexican life. 

Experiment with devices to educate 
the Indian continues. In Yucatan there 
is currently being advocated a plan ® to 
set up in the forested hinterland a 
model Maya village in which many of 
the architectural and technical forms of 
Maya life will be preserved, and in 
which the Maya-speaking Indians will 
be instructed in Maya grammar and 
encouraged to cultivate their traditions, 
dances, and festivals. Only after they 
have been grounded in their own tradi- 
tion will instruction be given in the 
ways of modern Western civilization. 


Various VIEWS 


Mention of this latest proposal serves 
to remind us that even articulate opin- 
ion in Mexico on the subject of the In- 
dian is far from uniform. There are 
not a few to whom the plan to teach the 
Mava to be Maya appears absurd.** 
One of the slogans which the Revolu- 
tion produced refers directly to the 
problem of the native peoplss: ‘“Incor- 
porete the Indian.” But although lead- 
ers still plan and act under this formula, 
its meaning is not the same to all. It 
has been and is being interpreted in ac- 
ccrdance with the views and biases of 
the individual. It is possible to distin- 
guish several shades of opinion. 

In the first place, there is the view 
that the Indian should be detached from 
his native tradition and incorporated 
into Spanish American culture. In the 


32 Sanchez, of. cit, pp. 155 ff. 

38 Information given the wrier, through 
Alfonso Villa Rojas, by the authors of the 
project, Alfredo Barrera Vasquez and Antonio 
Mediz Bolio. 

34 Oswaldo Baqueiro Anduze, La Maya y 
el problema de la cultura indigena, Mérida, 
Yucatan, México, Talleres Gráficos del Sud- 
este, 1937, 
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mind of Vasconcelos, who initiated the 
first great program of popular education 
in Mexico, the duty of the educator to- 
ward the Indian was to bring him into 
the world of Hispanic American life, 
protecting him from “the North Ameri- 
can system ... which, founded on posi- 
tivist ethnography, exaggerates the dif- 
ferences among races.” ** Accordingly, 
Vasconcelos was uninterested in the 
study of native customs as a basis for 
social action ° distrusted North Ameri- 
can collaboration, and relied on the sup- 
port of literary and artistic people 
rather than upon that of anthropolo- 
gists. The Cultural Missions were de- 
signed to convert the Indian to the 
weys of modern Hispanic American 
life. 

At the present time, policy with re- 
gard to the Indian makes greater allow- 
ance for native tradition and tends to 
provide for its survival and even for its 
cultivation. Just what compromise is 
to be made between native life and 
mocern ways is, however, a point of 
difference. Narciso Bassols, Minister 
of Education from 1931 to 1934, em- 
phasizes teaching the Indian modern 
technology s> as to improve his health 
and increase his economic production.” 
For Bassols, it is chiefly the advantages 
of modern science that should be pro- 
vided to the native populations. A sim- 
ilar position has been taken by José 
Castillo Tozre, lawyer and political 
leader.’ These men do not have muca 
to say about either the preservation or 
the extirpation of native customs. Oth- 
ers, however, argue for the possibility of 
combining native institutions with mod- 
ern life so as to develop a new culture, 


38 José Vasconcelos, Ei desastre (Mexico, 
1938), pp. 167-68. 

38 Ibid., pp. 81-82. 

31 “La Obra Educativa de Narciso Bassols,” 
Editorial Patria, S. A, México, D.F., 1934, 
pp xvi-xvii. 

38 José Castillo Torre, El pais qus no te 
parece a otro (México, 1934), p. 207. 
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neither Spanish nor Indian, but derived 
from both. “Has it occurred to us to 
ask,” demands Moisés Sáenz, “that it 
might perhaps be possible to set up a 
sort of ‘indirect government’ through 
which the Indian might effectively pre- 
serve his own organizetior. articulated 
with the rest of the country?” °° Saenz 
is accordingly more sympathetic to 
studying the Indian to discover his es- 
sential nature and to learn about his 
customs and institutiors. 


RoMANTIC INTEREST IN THE INDIAN 


A still greater emphasis upon preser- 
vation of native ways of life, reaching 
an appreciation of the Indian which de- 
serves to be called mystical, is illus- 
trated by Antonio Meciz Bolio, one of 
the supporters of the Maya project al- 
ready mentioned. This lawyer and 
writer has presented the Maya Indians, 
ancient and modern, to his public 
through his prose writings and transla- 
tions, and in a cinema crama, “The 
Night of the Mayas,” recently exhibited 
in Mexico City. He writes: 


So the truth is that it is we, the so-called 
civilized, who must incorporate ourselves 
into the Indian, the sad and dispossessed 
“Lord of the Earth,” the authentic man of 
Mexico. . . . We must solve the Indian 
problem ... with the rhythm of our times, 
but by means of an Indian system, that is 
to say, through a plan which does not de- 
stroy his nature but which develops it and 
makes it useful, happy and effective for 
himself.¢° 


The model Maya village is appar- 
ently one recommended way to do this. 
The central trend in these varying 
winds of doctrine probebly lies with the 
practical emphasis on technical train- 
ing, although there is considerable sup- 


89 Moisés Sáenz, México integro (Lima, 
Peru: Imprenta Torres Aguirre, 1939), p. 228. 

40 Antonio Mediz Bolio, “La Hora del 
Indio,” Poltica Social, Vol. I, Nos. 8 and 9 
(Mar.—-Apr. 1936), p. 29, 
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port for the more romantic interest in 
the cultivation of the Indian’s spiritual 
or cultural integrity. Just how the lat- 
ter is to be preserved while the village 
is being otherwise modernized, no one 
seems very certainly to know. Interest 
in the Indian on the part of intellectuals 
and other leaders continues. Indianism 
is still important in art and folklore. 
In the autumn of 1939 an exhibition of 
native dances was given in the Palace 
of Fine Arts in Mexico City. The 
walls of government buildings continue 
to receive decoration in the form of In- 
dian themes by artists rewarded by 
the government. Conforming with the 
viewpoint which urges greater knowl- 
edge of Indian life so as to preserve the 
good in it, ethnologists and linguists are 
in greater favor than in the days of 
Vasconcelos. “Scientific Projects” and 
“Native Congresses” are in vogue. A 
Committee for the Aid of the Native 
Child has been organized and receives 
government support; it arranges bene- 
fits for Indian children. There exists 
also a Native Front of America, com- 
posed in large part of government em- 
ployees, and with political interests. 
This organization has arranged confer- 
ences on matters of native life or pol- 
icy, and his issued a review, Indo- 
america. 


ASSIMILATION OF THE INDIAN 


As may be supposed, the ordinary 
man is less sympathetic toward, or at 
least less interested in, the preservation 
or cultivation of Indian ways of life 
than are the intellectual and the re- 
former. The average citizen in Mex- 
ico City probably thinks that the In- 
dian should become like him as soon 
as possible. It is true that Mexico is 
not characterized by race prejudice in 
that the possession of Indian blood is 
not a bar to social advancement, and 
in that persons of Indian blood attain 
the highest positions. Yet the rural 
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Indian is, on the whole, looked down 
upon as a person with inferior ways of 
life. His customs are regarded by 
many as rude or absurd, his language 
as barbarous and inadequate for mod- 
ern living. A recent editcrial in Hl 
Universal posed the choice: “One of 
these two must triumph—‘The only 
good Indian is a dead Indian,’ or ‘His- 
panify the Indian?” And of course 
the writer plumped for the la-ter course. 
The recent decision to teach the Taras- 
can Indians in Tarascan aroused so 
muca criticism that the head of the re- 
sponsible department published an ex- 
planation and defense of the plan. An 
engineer sent by the National Govern- 
ment to explore Quintana Roo returned 
to declare his opinion, not that the 
Maya Indians there ought to be civil- 
ized, but that they were so mean and 
miserable that they were not worth 
civilizing.“ 

As elsewhere, the course of events 
runs stronger than the influence of con- 
sistent policy. The development of 
roads, industries, the moving picture, 
and the touring business tends to re- 
duce tke isolation of Indian life and the 
heterogeneity of the couniry. Not 
many groups of Indians lie still outside 
the political organization of the nation: 
the Tarahumara and the Huichol, two 
tribes of some size, and the few Lacan- 
don and Maya of the X-Cacal region 
of Quintana Roo; perhaps also the 
Zoque, the Tlapanec, the Seri, and a 
few others. There are still regions, as 
in eastern Chiapas, where the man of 
mixed blood and Spanish culture looks 
with suspicion and fear upcn the In- 
dian, as a separate social being. But 
the work of the educators and of the 
agrarian commissions reaches farther 


41 Pedro C. Sanchez and Salvador Toscano, 
“Breve Resefia de una Exploración en Quin- 
tana-Roo, 1916-17.” Memoirs of the Society 
“Antonio Alzate? (México, DF.), Vol. 
XXXVII, p. 230. 
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and farther into the Indian backwaters. 
It may be said that as the effectiveness 
of schools ard other civilizing agencies 
is, on the waole, in inverse proportion 
to the isolation of the area, the parts 
of Mexico most slowly reached are 
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strongly Indian regions. Amalgamation 
into one “brown race” and assimilation 
of local cultures into a national civiliza- 
tion are outcomes yet far off; yet they 
are real enough that planners may think 
in terms of them. 
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_ Education 
By Georce I. SANCHEZ 


EXICO in revolution lends itself 

to varied evaluations. Twoscore 
years of hectic activity in the search for 
national reforms that will compensate 
for the neglect of centuries has resulted 
in many changes in the social and eco- 
nomic processes of that nation. The 
pressure of time and of revolutionary 
enthusiasms has led to the inauguration 
of programs and the use of methods 
that to some may seem unwise and that 
in many instances are at least uncon- 
ventional. Because these changes are 
both a product and a part of a social 
revolution, they take on the nature of 
controversies and are subject to con- 
flicting interpretations. 


PROGRAM APPROVED ABROAD 


It is inevitable that, because of their 
revolutionary character, some of these 
changes may be regarded as precipitate. 
Some may be considered as unprece- 
dented, andas a consequence, they will, 
be deemed unsound or unwarranted by 
conservatives. Others of these changes, 
though not open to criticism on these 
grounds, have been subject to abuses. 
All in all, it is understandable that Mex- 
ican events of the recent past should 
evoke contradictory opinions from ob- 

‘servers. It is all the more significant, 
therefore, that the nation’s program of 
education has been well received by all 
competent students of Mexican affairs. 

Inman, commenting on Mexican edu- 
cation, states: ‘ 


Whatever have been the abuses of the 
revolution, it is unanimously admitted that 
the rural school movement has bestowed 
untold blessings upon a class of people who 
previously had been almost completely 
neglected.* 

15. G. Inman, Latin America (New York: 
Willett, Clark and Co., 1937), p. 393. 


Tannenbaum expresses a similar view 
when he states: 

No outcome of the Mexican Revolution 
is more significant than the rural educa- 
tional movement that has grown from it. 
... It is the most modern, yət the most 
delicate and sensitive, large-scale move- 
ment of cultural stimulus and social awak- 
ening that can be recorded in America, 
and perhaps in the world.? 

The almost universal acclaim that 
has been accorded this phase of the 
revolutionary program is evidence that 
Mexico is proceeding along educational 
paths that educators elsewnere deem 
worthy. However, those who have vis- 
ited schools throughout the Republic 
know that this acclaim is not based 
upon those features which elsewhere 
constitute measures of educational ex- 
cellence. The school buildings are, as 
a general rule, inferior to those of the 
United States. The teachers are not 
highly trained. Academic achievement 
by the students is comparazively low, 
and relatively little emphasis is placed 
on that ‘educational goal. Administra- 
tive and financial aspects leave much to 
be desired. Generally speaking, then, 
the technical phases of the “science of 
education” do not constitute criteria to 
which Mexican education responds fa- 
vora>dly. Interestingly enough, though, 
this lack ‘of technical excellence has not 
been considered important enough to 
detract from the evaluations that have 
been made of the program. 


A Socar PHinosopHy oF EDUCATION 
It is apparent that Mexico’s educa- 
tional efforts transcend the spheres 
which are subject to objective measure- 
2 Frank Tannenbaum, Peace bs Revolution 


(New York: Columbia University Press, 1933), 
p. 263. 
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ment. The Mexican school, poor as it 
is from a material standpoint, is sym- 
bolic of a theory of education that is in 
itself a social philosophy. Rafael Ra- 
mirez, one of Mexico’s truly great 
schoolmen, is insistent that “we are 
more interested that [our] population 
should be cultured, taking the word in 
its precise acceptance, than that it 
should be learned,” and that “we will 
continue to sustain and support this 
school which we have created and which 
cultivates culture.”’* In this stress 
upon acculturation lies the essence of 
the new education in Mexico, and it is 
in that direction that we must look to 
discover its values. 

The Mexican social philosophy of 
education has its roots in the complex 
origins of the Mexican nation. This 
philosophy harks back to the trials and 


tribulations af a people in the making. | 


In order to understand and appreciate 
the educational viewpoint now being ex- 
pressed, it is imperative that one be 
familiar with the antecedents which 
this viewpoint reflects. For—and _, this 
cannot be overemphasized—the schools 
of the Revolution are but the expression 
of a mass reaction to conditions expe- 
rienced over more than four centuries of 
contact with Western civilization and, 
before that, during the pre-Columbian 
era. 

From prehistoric times, the peoples 
of Mexico have been intimately associ- 
ated with the land. Mexican economy 
is and always has been an agrarian 
economy. The use and management 
of land has been the axis around which 
Mexican culture has revolved and 
from which it has derived its sustenance 
and its inspiration. The search for ara- 
ble land and the struggle to hold it has 
been the motive force which has im- 
pelled the growth and development of 

3 Quoted in ‘George I. Sánchez, Mexico—A 
Revolution by Education (New York: Viking 
Press, 1936), p. viil. 
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the peoples of Mexico—-whether refer- 
ence be made to the Aztec, the Maya, 
the Tarascan, the mestizo, or any other 
important social group or culture in 
that country. This identification of 
land arid its problems with Mexican 
culture must not be overlooked in any 
attempt that is made to understand the 
social events which are products of that 
culture. It certainly must be recog- 
nized as an important factor in the de- 
velopment of the Mexican social philos- 
ophy of education. 


EARLY RECOGNITION oF MeExico’s 
NEEDS 


The first European educators who 
came to Mexico seem to have sensed 
immediately the true character of the 
problem of education in the new lands. 
Instead of insisting upon European 
standards of academic achievement 
through rote learning, these men set out 
to adapt their techniques to the new 
milieu—a milieu in which utility and 
reality played dominant roles. Fray 
Pedro de Gante,* in the first school 
established in the New World (1523), 
created a true “school of action.” At 
Texcoco and later (1526) in Mexico 
City, “two hundred years before Pesta- 
lozzi, three hundred yezrs before Froe- 
bel, and almost four hundred years be- 
fore John Dewey, he had an activity 
school, a school based on current life.” ë 
Others, like Fray Pedro, were similarly 
impressed by the need for a new ap- 
proach to cultural development and to 
social organization. Early in the six- 
teenth century, Bishop Vasco de Qui- 
roga busied himself in establishing 
“foundling hospitals” end schools for 
the Indians and in organizing their vil- 
lage life. He planned a community 
school of a special kind, in which the 
social and economic affeirs of an entire 

4 Ezequiel A. Chavez, Fray Pedro de Gante 


(México: Imprenta Mundial, 1934), p. 106. 
5 George I. Sánchez, op. cit, p. 38. 
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village were intimately blended in a 
sort of agrarian and patriarchal com- 
munalism.® 

This responsiveness of Mexico’s great 
educators to the agrarian folk culture 
of her peoples constitutes the outstand- 
ing contribution of the nation to the 
theory of education. It is significant 
to note that this contribution is not of 
recent date, but that it formed the basic 
principle upon which the earliest cul- 
tural programs inaugurated after the 
Conquest were founded. It should be 
stressed, again, that the schools of the 
Revolution are simply reiterating an 
educational viewpoint that was first ex- 
pressed in sixteenth-century New Spain. 
This viewpoint, though not put into 
general practice, and long ignored by 
governments, has served as a guiding 
principle to social reformers through 
the centuries. The desire and hope to 
develop an “integral education”—an 
education adapted to the total cultural 
situation—has long motivated the ef- 
forts of many of Mexico’s humanitarian 
leaders, even though it has been given a 
clear-cut expression only recently.” 


THe MEst1zo 


The birth of a mestizo class is prob- 
ably the most significant single factor 
in Mexican sociology. The rise of this 
mixed-blood group of the population 
marks the unfolding of Mexican nation- 
ality—-a nationality that embodies both 
European and indigenous cultures but 
that is distinct from either in many re- 
spects. Unhampered by European 
standards and traditions, and being na- 
tive to the land, the mestizo identified 
himself with native patterns. Being 
Spanish as well as Indian, he would not 
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accept the limitations inherent in In- 
dian life or those imposed on the Indian 
by the Spaniard. Here, indeed, was a 
class that was destined by nature to 
create nationality out of the conflicting 
and irreconcilable forces represented by 
conquering Spaniard and conquered In- 
dian. As Justo Sierra has aptly stated, 
the mestizo, or half-caste, was “the fu- 
ture owner of the country, the future 
revolutionary, the future author of na- 
tionality.” 

The educational crusaders of the six- 
teentk century soon recagnized the 
problem of the mestizo. Fray Pedro 
de Gante attempted to enroll mestizo 
children in his school for Indians. 
Archbishop Zumárraga and Viceroy 
Mendoza in 1547 brought about the 
founding of the famous school of San 
Juan de Letrán for mestizo boys. 
Shortly thereafter the school of Our 
Lacy of Charity was founded for the 
education of mestizo girls. These ef- 
forts took place before any provision 
was made for the education of Spanish 
caildren, and were continued and ex- 
panded, for both Indians and mestizos, 
by later officials and religious orders. 

From the very beginning, the educa- 
tion cf the mestizo was regarded as a 
problem distinct from that of the In- 
dian. It is to be noted also that educa- 
tion for Spanish children was regarded 
a3 distinct from both Indian and mes- 
tizo education. Schools for Spanish 
caildren sought to approximate Euro- 
p2an curricula and standards. Mestizo 
and Indian schools attempted to modify 
those standards in the light of the social 
and economic factors peculiar to the 
condition of these sectors of the popula- 
tion. This effort to achieve fidelity to 
real liže in the education of these classes 
marks the beginnings of a typically 
Mexican approach to education. 

The stress of economic =xploitation 
oZ the resources of New Spain and the 
political complications incicent to the 
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decline of Spain as a world power soon 
relegated educational efforts in behalf 
of the Indians and the mestizos to the 
background. However, here and there 
over the land a religious order or a par- 
ish priest persisted along the paths laid 
out by Fray >edro, by Bishop Quiroga, 
and by those other early educators who 
had envisioned an “integral education.” 
Furthermore, those who had known the 
early schools at first hand carried on 
the memory of that realistic approach 
to Mexican cultural problems and 
passed it on zo tradition. The cultural 
neglect of the masses during the later 
colonial period contrasted with the hu- 
manitarian attitude taken before, and 
tended to ferpetuate that tradition. 
The denial of education to the under- 
privileged classes only served to instill 
into them a yearning for the institutions 
whose fruits they had once tasted. 


INFLUENCE OF THE EARLY SCHOOLS 


The Mexican masses, particularly the 
mestizos, wha in time rose to numerical 
preponderance, carried on the memory 
of those early schools. That was the 
only education they knew. And, sig- 
nificantly encugh, that education fitted 
their situation. In that educational ap- 
preach, labor was dignified. Arts and 
crafts were indispensable phases of the 
curriculum. Native resources and na- 
tive ways, language, and techniques, 
were part and parcel of the system. It 
gave due regard to the rurality of the 
common people and sought to respond 
to their agrarian economy. 

It should not be inferred that the 
“socialistic” doctrine of education was 
set forth in its entirety as long ago as 
the sixteenth and seventeenth centuries. 
It should be recognized, however, that 
the groundwork for such a doctrine was 
laid through the activities of those colo- 
nial schoolmen who sought to attune 
the educative process to the rhythm of 
the Mexican environment. 
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Through the years, under the pres- 
sure of subjugation and exploitation, 
the peasant class longed for a way out 
—for redemption. They and their 
champions embellished the earlier edu- 
cational viewpoint, inccrporating in it 
elements from each new experience. 
The common people suffered the loss of 
their lands, were cast into peonage, were 
stepchildren in their own home. Mexi- 
can customs were belittled and foreign 
patterns were exalted by the ruling 
class. Nativism was unfaskionable, so- 
cial welfare was classed as radicalism. 

It is no wonder that these experiences 
should have made a lasting impression 
upon the populace—a populace that 
knew only its own traditions and that 
was a class apart from the dominant 
culture. It is not surprising that these 
experiences should affect the hopes and 
aspirations of the proletariat with re- 
spect to government, labor, land, and ed- 
ucation. It is particularly easy to un- 
derstand how these experiences should 
have served to intensify the desire for 
schools that were schools of the people, 
where the Mexican and his life were 
dignified. 

The mestizo, because his position was 
the most uncertain in ell these events, 
came to symbolize the neglect of the 
common man. Precariously situated 
between the two races, he reacted to 
the impulses of both. His affinity to 
the Indian and the land allied him to 
native culture. His relation to the 
Spaniard placed him closer to the ruling 
class than was the Indian. Circum- 
stances, then, made him a cultural na- 
tionalist. His experierce as a social 
and economic outcast instilled into him 
a lasting resentment against the existing 
order. To compensate for his miserable 
condition, he slowly and unconsciously 
developed a viewpoint which in essence 
was a negation of the forces of exploita- 
tion—peonage, foreign domination, cler- 
icalism. To the mestizo, the land ques- 
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tion, nativism, liberty, and education 
were inseparable phases of the one issue 
*—the right of Mexicans to Mexican 
nationality. 


SOCIALISTIC EDUCATION 


The problem faced by the reformers 
of the Revolution that began in 1910 
was, in essence, that of meeting the de- 
ficiencies of the Mexican scene through 
programs which were in accord with 
popular sentiment. The masses, emerg- 
ing victorious from a bloody struggle 
with their oppressors, demanded the 
fruits, of their victory—land, liberty, 
education, effective suffrage. At long 
last, the common people had come into 
their own and were in a position to in- 
sist that Mexican affairs be conducted 
in a Mexican way for Mexicans. Their 
leaders must needs heed the voice of 
the populace and seek, in a new govern- 
ment, the answer to these demands. 

It required no meticulous researches 
to point out the needs of the people. 
Illiteracy had reached staggering pro- 
portions. Disease was rampant. The 
people were hungry—for food and for 
the Jand that produced it. They lacked 
the training and the tools to perform 
the common and technical tasks of pro- 
duction. The worker’s status was un- 
defined. The Mexican, in victory, 
emerged upon a prostrate and exhausted 
nation. He was confronted with the 
task of building a new Mexican nation- 
ality from the ground up. 

It is absurd to attribute the inspira- 
tion for Mexico’s revolutionary under- 
takings to foreign auspices. Commu- 
nalism is native to Mexico. Nativism 
is a product of the obscurity into which 
the Indian and the mestizo, constituting 
today more than three-fourths of the 
population, were relegated in the past. 
Agrarianism is inherent in the Mexican 
economy and has been established as 
the fundamental way of life in Mexico 
from pre-Columbian times, through 
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three hundred years of colonial regime, 
through the nineteenth century, to the 
present. It is not surprising, then, that 
the Mexican educational viewpoint 
should reflect these basic factors of 
Mexican culture, particularly in view of 
the fact that the only educational ex- 
periences which the common man had 
were those in which these factors had 
plaved important roles. 

The Revolution gave expression to 
these latent social impulses. In the 
process, it became increasingly evident 
that education must assume far-reach- 
ing responsibilities in the total revolu- 
tionary program. Social and economic 
reforms required a program of enlight- 
eament for the masses. It was inevita- 
ble that the schools should take an ac- 
tive part in land and labor questions, in 
the conflict between the state and the 
clergy, in promulgating the doctrines of 
the Revolution. Education expanded 
into new spheres. It passed on from 
the instruction of the individual to com- 
munity education. The school rele- 
gated reading and writing to a second- 
azy position and took on the task of 
social welfare—health, agriculture, vil- 
lage organization, recreation, and home- 
making. A long tradition and the Rev- 
o_ution made the Mexican school “The 
Eouse of the People,” the “School of 
Action,” the “Socialistic School.” 

Lack of financial and technical re- 
sources proved a blessing in disguise. 
Schoolhouses were built by the peasants 
not only because the campesino was 
fired by the zeal of a new day and not 
only because he was stimulated by the 
missionary teacher, but also because 
funds and a planned program of school 
construction were lacking. Recourse 
was taken to inspired villagers for 
teachers because trained ones were not 
available. The usual materials of in- 
struction were wanting, so the teacher 
resorted to native materials. Uncon- 
sciously and of necessity, a premium 
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was placed on creativeness, on Mexican 
ingenuity. Lack of precedents and of 
material resources gave Mexico’s edu- 
cational leaders an opportunity to put 
into practice their social philosophy of 
education. Bacause it depended on na- 
tive resources and native creativeness, 
the program of education became a 
truly Mexican program that fitted Mex- 
ican needs and conditions. 

Socialistic education is a program of 
Mexican ideas and ideals. It has grown 
out of Mexican soil and has been nur- 
tured on native resources. It stresses 
the real life problems of the common 
people through methods and materials 
that are within their reach and under- 
standing. In addition, education is not 
divorced from the other salient phases 
of current Mexican life. The school 
program seeks to become an integral 
part of community life—of farming and 
marketing, of health and sanitation, of 
homemaking and social organization. 
It is a phase of the total program of 
revolutionary reforms and is intended 
to operate in intimate relationship to 
that larger program. 


SCHOOLS FOR THE PEOPLE 


Before the Revolution, schools were 
virtually unknown to the rural popula- 
tion. That group constitutes more than 
two-thirds of the total population. The 
peasant is the typical Mexican, and ru- 
ral life is typ:cal of Mexican life. Fur- 
thermore, this forgotten major fraction 
had fought and won the Revolution. 
It Zollowed tkat, in education as in eco- 
nomic reforms, first consideration had 
to be given to rural areas. The organ- 
ization of a system of rural schools was 
seriously undertaken shortly after 1920 
and has progressed apace since that 
time. It is in the development of that 
program that Mexico has made its 
greatest contribution to educational the- 
ory and practice. In meeting the prob- 
lem of education for the rural masses, 
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the “men of the Revolution” have 
shown‘ a creativeness anc a sense of fit- 
ness that has received the acclaim of 
the world. 

This contribution of Mexican educa- 
tion is illustrated clearly in four of its 
phases: the rural school, the school for 
Indians, the rural normal school, and, 
above all, the Cultural Miss‘on. These 
agencies reflect most clearly the educa- 
tional philosophy which has been re- 
ferred to above. It is here that the 
Mexican social doctrine of acculturation 
is most vividly expressed. 


RURAL ScHOOLS 


The rural school is a humble struc- 
ture. The building was built or impro- 
vised from the community’s resources 
through popular subscription and ef- 
fort. A blackboard; some rustic 
benches or tables; and, among the for- 
tunate ones, a few books; 2 map; and 
some pamphlets, make up the equip- 
ment and instructional material. The 
teacher may have attended a teachers’ 
institute or two for a f2w days, or he 
may be among the lucky ones who is a 
normalista—one who has gone to a nor- 
mal school. More often, the teacher is 
an ambitious boy~or girl from the vil- 
lage with very littl: formai education, 
but who has impressed the Federal su- 
pervisor with his enthusiasm and zeal. 
The national governmert pays the sal- 
ary of the teacher (usually less than 
one dollar per day) anc may occasion- 
ally furnish a few mater-als (pamphlets, 
window glass, tools). 

The curriculum of the rural school is 
undefined. Through pamphlets and 
bulletins, teachers’ meetings, and the 
like, the teacher has been drilled in the 
theory of Mexican education—in the 
social doctrines of the day. The super- 
visor has suggested activities that are 
in keeping with these ideas and has 
pointed out that the school is for adults 
as well as for children, and that com- 
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munity affairs are within the scope of 
action of the school, the teacher, and 
the pupils. 

The details of the program are left to 
the teacher. Impressed by the spirit 
of reform, he turns to meeting environ- 
mental deficiencies. Literacy, national 
language, recreation, health and sanita- 
tion, agriculture, and marketing are 
fields of action for the school—subjects 
of the curriculum. The public market, 
the village plaza, the fields and gardens, 
have become school laboratories. Lo- 
cal fiestas and other community affairs 
are avenues of expression to the rural 
school. All these activities furnish the 
inspiration for the classroom phase of 
the school’s work. 


NORMAL SCHOOLS 


The normal schools have recognized 
the significance of this community type 
of education and are seeking to promote 
it through teacher education. In the 
first place, these normal schools have 
been placed in rural areas which are 
typical of the regions to be served by 
their graduates. ‘These teacher-educa- 
tion institutions, like the rural schools, 
are adjusted to their setting. Agricul- 
tural activities suited to the area form 
a basic part of the training course. As 
a matter of fact, during the first two 
years the course does not differentiate 
between those students who are to be 
graduated in agriculture and those who 
are to become teachers. 

The students serve apprenticeships in 
real rural schools. They go into the 
surrounding territory on campaigns of 
various sorts—health, agriculture, lit- 
eracy, and adult education in general. 
These pupils are taught to take advan- 
tage of native resources—materials and 
culture. As the institution is a partially 
self-supporting boarding school, the 
students are given varied experiences 
in such activities as self-government, 
homemaking, construction, small indus- 
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tries, and marketing. Thus prospective 
teachers carry out under competent 
guidance what the rural teacher in the 
past has had to improvise. 

The stress given to action in the field 
of community education has its influ- 
ence in the academic courses. While 
the usual education courses—psychol- 
ogy, methods, and the like—form a part 
of the curriculum, they are as yet rudi- 
mentary and undeveloped. Much bet- 
ter work is done in subjects considered 
of more vital importance: agriculture, 
health, general science, history. All in 
all, the striking feature of the normal 
schools lies in that they are in reality 
field laboratories in rural reconstruc- 
tion. The fact that they are established 
in rural areas for rural students from 
those areas who are given zeal life ex- 
perience in meeting regional social and 
economic problems is the significant as- 
pect of this contribution to the theory 
of zeacher education. The immaturity 
of their academic work can be solvedtin 
time. The salient feature of the Mezi- 
can rural normal school is that it is 
grounded upon what appears to be a 
very sound principle of acculturation. 


INDIAN SCHOOLS 


Indian schools reflect this same ap- 
proach to education. They are elemen- 
tary coeducational boarding schools lo- 
cated in regions with a large Indian 
population. The children perform all 
the tasks of the school and the school 
farm through a division of labor organ- 
ized by student government. They 
make their food, their clothes, and their 
classroom and dormitory furniture. 
More often than not they construct the 
school plant, adapting an old govern- 
ment building, a church, or a ruined 
hacienda to this purpose. The teach- 
ers oftentimes are Indians who have 
attended a normal school. The insti- 
tution is partly self-supporting, the 
Federal Government paying teachers’ 
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salaries and a small monthly food and 
clothing allowance per pupil. 

Like the normal schools, the Indian 
schools serve not only the enrolled stu- 
dents but the people in the surround- 
ing territory es well. The schools and 
their activities are kept at a level only 
slightly above the situation of the peo- 
ple of the area, and every effort is made 
to keep standards of achievement—in 
health, agriculture, homemaking, and 
other lines—at points that are within 
the reach of the community. The guid- 
ing principle of the program is the aim 
to prepare the children to live progres- 
sive lives in their communities by ac- 
quainting them with practices and ideas 
which fit their milieu but which are 
calculated to improve it. This ac- 
quaintance is brought about not only 
through the usual academic school sub- 
jects but also by related real life activi- 
ties. 


THE CULTURAL MISSION 


The Cultuzal Mission is Mexico’s 
pre-eminent feacher-education agency. 
It is also the one agency that is most 
representative of the ideas and ideals 
which motivate Mexican education, and 
of the practice thereof. It is under- 
standable that this should be the case, 
for the Cultural Mission is an outgrowth 
of the first exploratory steps that were 
taken in the field of rural education. 
Originally, the misionero was the indi- 
vidual sent out (1921) by the central 
government to establish the first rural 
schools in a region and to act as the 
spearhead of the newly inaugurated 
school movement. These missioners 
founded “The House of the People’— 
the first of the new rural schools. In 
time the task of founding schools, se- 
lecting teachers, supervising them, and 
stimulating the movement became too 
large for one individual. The Cultural 
Mission was created to meet this exi- 


gency. 
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The missions are, in effect, traveling 
normal schools. In fac, the program 
of the rural normal schools is patterned 
largely after that of the missions, and 
these schools may be thcught of as sta- 
tionary or permanent cultural missions. 
The personnel of a cultural mission usu- 
ally consists of an agriculture worker, a 
nurse, an educator, a music teacher, a 
physical education and recreation di- 
rector, a manual arts instructor, and a 
social welfare worker. These agents 
undertake school and community edu- 
cation and seek to link the rural schools 
with the vital problems of the districts 
served by those schools. Through 
teachers’ institutes, throvgh ñeld activi- 
ties in the communities, through recre- 
ational programs, and through field and 
classroom demonstrations, the mission 
seeks to orient community life and to 
guide the program of tke rural school. 

The Cultural Mission is not only an 
agency for teacher education, but it is 
also a center of propaganda and stimu- 
lus for the rural communities. In this 
latter capacity each missicn tries to 
guide rural people in such matters as 
housing, co-operative marketing, health, 
and farming. The mission remains in 
each community of its circuit for about 
eight weeks. In time it returns to for- 
mer centers of operations to renew its 
efforts. In all these activities the as- 
sembled teachers of the surrounding 
area are utilized as understudies to the 
missioners. In the institute classes the 
missioners try to get the teachers to 
relate this experience to the instruc- 
tional programs for both children and 
adults. The idea is to zet the teacher 
to act as an individual cultural mission 
in his classroom and community work. 

This method of combining public 
field-service activities with teacher edu- 
cation and classroom instruction in situ 
has proved a valuable one. In addition 
to the contribution rendered in the 
fields of supervision and in-service edu- 
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cation, this program keeps rural educa- 
tion in close tune with rural life. It is 
this desire to establish a harmonious 
blending of the “science of education” 
with a people’s culture that symbolizes 
the Mexican social philosophy of educa- 
tion. The Cultural Mission illustrates 
this ideal in practice. 

Special application of this approach 
to Mexico’s educational problems are 
to be observed in various fields. Arts 
and crafts schools, day and night 
schools for workers and out-of-school 
youth, technical secondary schools, kin- 
dergartens, and other special schools 
are being established to reach various 
sectors of the population in a program 
of cultural rehabilitation. It is signifi- 
‘cant to note that urban schools, once 
of a formal and strictly academic (pre- 
paratory) type, are responding to the 
new viewpoint with courses, activities, 
and methods which reflect the influence 
of what is taking place in rural educa- 
tion. It must be emphasized, however, 
that Mexico’s contribution to education 
is coming from her unique approach to 
mass education, and that mass educa- 
tion in Mexico is primarily rural edu- 
cation. 


Tae PROSPECT 


The realities of the Mexican scene 
ave still such that only a tentative suc- 
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cess can be attributed to the nation’s 
program of cultural rehabilitation. It 
remains for the future to determine 
whether the revolutionary ideal—‘‘To 
Educate Is To Redeem”—is attained. 
From this distance, however, it appears 
that in education, Mexico has placed 
her faith in a sound philosophy. Cul- 
tural nationalism, agrarianism, and the 
identification of social welfare with ped- 
agogy in an action program involving 
the entire human and material resources 
of the community combine into a prom- 
ising social philosophy o: education. 
The adaptations to this philosophy that 
have already been made in professional 
techniques—in supervision, in teacher 
education, in classroom instruction— 
evidence the administrative resourceful- 
ness of the nation. The creativeness 
thet produced the “House of the Peo- 
ple” and the Cultural Mission is worthy 
of confidence. Future educationists 
and future administrations have a well- 
defined and laudable pattern to follow. 
Twenty years of the new education, 
though a relatively brief experience, has 
constituted an effective demonstration 
of a way out for the hitherto forgotten 
masses. Mexico’s educational under- 
taking is proceeding along lines which 
should lead to success and bring the 
blessings of cultural well-being to her 
people. 
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Public Heliand Medical: Cure 


By MicueL E. BUSTAMANTE 


HERE is no way to reduce any 

Mexican problem to a few clear-cut 
statements, and this is particularly true 
in regard to public health and medical 
care, which are changing rapidly. 

Geographical factors play a very im- 
portant part in differentiating our health 
conditions in various parts of Mexico. 
We have high plateaus and lowlands, 
tropical and cold zones, and warm and 
dry regions and warm and moist re- 
gions. The vegetation is at times that 
of desert valleys, and at others it is ex- 
uberantly tropical. 

There are various types of people, 
too. Some Indian tribes were well set- 
tled when America was discovered, and 
had not onl, distinct languages and 
traditions, but also clothing, food, and 
diseases peculiar to them. Other tribes 
were nomadic and unsettled, and even 
yet are not fully adapted to the land; 
yet they are already suffering from new 
diseases like diphtheria, measles, and 
whooping cough, causing many deaths. 

Several Indian groups remain almost 
completely isolated, such as the Seri of 
the Isla del Tiburón and the Huichol of 
Nayarit. Others are partially isolated: 
the Otomi in the state of Hidalgo, the 
Mixe and the Zapotec in Oaxaca, the 
Totonac in parts of Puebla and Vera- 
cruz, and groups of the Maya family in 
Yucatan, Tabasco, and part of Chiapas. 
With very little communication in the 
past, isolation of sick people was estab- 
lished by natural obstacles. Today, 
new roads and means of rapid trans- 
portation are reducing distances and ac- 
celerating communication. As a result, 
the spread əf communicable diseases 
among the rural population, who are 
not yet instructed in the prevention oi 
them, overbalances the reduction oi 
deaths secured through measures of 


control. Consequently, in Mexico as a 
whole, the effect of modern Lealth meas- 
ures is not yet apparent; although lo- 
cally, encouraging results have been at- 
tained through the Health Centers and 
the Sanitary Units. 


RURAL POPULATION 

The rural population is especially in 
need of economic and technical assist- 
ance from the state governments and 
the Federal Department of Health. In 
the total population of Mexico, 66.53 
per cent is rural. In the following 
states, the population is over 80 per 
cent rural: Guerrero (84.83), Hidalgo 
(83.04), Tabasco (82.68), Chiapas 
(82.52), Oaxaca (81.94), and Queré- 


taro (82.23). 


Over 70 per cent of the population is 
rural in the states of México (79.50), 
Sinaloa (77.09), Durango (76.69), Mo- 


relos (74.85), Michcacán (73.74), 
Quintana Roo (73.73), San Luis Potosi 
(73.63), Tlaxcala (72.44), Puebla | 


(72.23), and Veracruz (71.17). 

Over 50 per cent is rural in the states 
of Nuevo León (58.56), Tamaulipas 
(57.17), Campeche (5492), and Yuca- 
tan (51.86). 

Over 40 per cent is rural in the states 
of Coahuila (47.92), Baja California 
(Northern Territory) (45.67), and 
Aguascalientes (47.27). 

In the Federal District the concen- 
tration of urban population takes the 
ratio down to 7.68 per cent rural. 

The difficulties confronting public 
health work are increased by the fact 
that about 10 per cent of the total pop- 
ulation live in regions where only In- 
dian languages and dialects are spoken, 
where there is no communication by 
roads, telegraph, or telephone, and 
where the food supply is inadequate, 
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MORTALITY RATES 


Early in the twentieth century the 
general mortality rate in Mexico was 
33.61 per thousand. In 1910, the year 
from which the present social change 
dates, the population numbered 15,160,- 
369 and the mortality rate was 33.25 
per thousand. The rate declined to 
26.83 in 1929 and to 22.05 in 1934. It 
now appears to be stabilized, standing 
at 22.40 in 1938, with an estimated 
population of 19,478,971. 

The differences due to local factors 
are so great that the city of Mexico in 
1931-32 showed variations of mortality 
from 10 per thousand population in one 
precinct to the almost incredibly high 
figure of 53.8 in another precinct.” 


Similar variations are found in com- ° 


paring one state with another, and there 
are thirty states and territories united 
under the Federal Constitution. Vera- 
cruz is a tropical state in which public 
health services have been operating 
since Liceaga’s time (1885-1910), when 
yellow fever was eliminated from the 
Gulf coast; and as a result of an effi- 
cient system of Sanitary Units, the mor- 
tality rate in Veracruz was only 17.21 
in 1938. On the other hand, in Aguas- 
calientes, a central state, the mortality 
rate was 25.82. 

The rural mortality rate for the pe- 
riod 1932-36 was 23.86 per thousand. 
The group of children 1 to 4 years old is 
the most affected by the lack of hygi- 
enic conditions in the small villages.® 

The rural death rate by geographical 
zones is: Central, 24.1; Pacific South, 
23.2; Gulf of Mexico, 20.8; North, 
19.3; and Pacific North, 18.4. 

1 Revista de Estadistica, VI, Il, No. 9, Sept. 
1939. 

3 La mortalidad en la Ciudad de Mésico, 
D. S. Pública (Méaico, Oct. 1933), pp. 12-13. 

3 Mortalidad en el Medio Rural en ia 
República Mexicana. Dirección General de 
Estadística. 2nd Congreso de Higiene Rural, 


San Luis Potosí, Nov. 1938 
e 
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TABLE 1—Prrcentaces or DEATHS IN THE 


RURAL Argas BY AGE GROUPS 


Age Groups 1935 1935 
Bol REE x cate Ge aha . 22.29 23,17 
5 ee eee 22.79 23.72 
n sais danas cats 5.23 5.41 
10-14............. 2.19 2.26 
15-19.......... 2.45 2.67 
20-39... a. 14.16 16.04 
40-59... 2. eee. 10.43 11.48 
60 and over..... 13.63 15.24 
Unknown.... ... 6.83 0.01 
Total 10000 100.00 


The birth rate in Mexico is declin- 
ing more rapidly than the general death 
rate, which can be reduced cnly by vari- 
ous health measures, such as the exten- 
sion of rural medical and health serv- 
ices. 

In 1930 there were 819,814 live 
births, with a birth rate of 49.43 per 
thousand population. In 1938 there 
were 765,547 live births, with a birth 
rate of 39.31. 

The declining rate of infant mortal- 
ity shows the encouraging results of the 
efforts of the past fifteen years, as seen 
in Table 2. 


TABLE 2—lInrant DEATHS PER 
THOUSAND BIRTHS 


1922-26.......... 203.00 
1927-31. eee 166.62 
1932-36.......... 148.36 


Although the rate is still very high, 
the trend is favorable following the 
awekening of women’s public interest in 
child health and protection, and the es- 
tablishment of a considerable number 
of prenatal and postnatal clinics and 
maternity wards. These factors are re- 
ducing the infant deaths. 

The average infant mortality rate by 
states, from 1922 to 1936, is shown in 
Table 3.* 


4M. E. Bustamante and G. R. Ramos, 
“Mortalidad infantil y mortalidad de niños de 
uno a cinco afos en México,” Rev. Mex. de 
Puericultura, IX (1939), I, pp. 157-91. 
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TABLE 3—AveracGe INFANT MORTALITY 
RATES BY STATES, 1922-36 


Guanajuato... . 2... arraro cu 299.29 
Aguascalientes. .......... orree 288.73 
JaliSCO3.0 suc beatin neater eekins 284.10 
Federal District. 2. ........00000. 276.64 
Colma eael 2eea tase eek oon ee 272.55 
México cosi nerean ie Se hanes 266.46 
Navarits opossesanocie ie aeda 256.39 
Claxcala soc ESEE E 251.42 
Coahuila ise eraan ena AA 247.90 
Vata ississsne codes se ees ee cece 237.24 
Puebla. icc sissy aa aa faces 234.46 
Nuevo León. 2... cee eee eee 220.04 
Zacatecas... . 2... cece kee eeu eee 218.69 
Hidalgo” osseccwesiv ete dete nesonsacds 215.36 
Querétaro 2.0... 0 eee cena 207.61 


Baja California (Northern Territory). 199.49 
San Luis Potosi.............. aaa 194.55 


DONOTA eh Shoe a side eee eta ds 193.03 
Micrhoac&n.............000- 191.16 
Merelos......... ccc e cee eee eee 185.07 
Chihuahua... .......c0 cee merenn 182.41 
OES t-t speci Bee E A 175.08 
Durango..... ssrrressso ©. eee. 17142 
Sinaloa cesis aees.ies ce otoia? 170.96 
Tamaulipas. .. .... .. ....... . 156.01 
Baja California (Southern Territory). 147.96 
Quintana Roo... . ... eee eee eee 143.90 
Guerrero... .. cee ee eee . 140.59 
Chiapas......0 2.2... . 124.28 
Veran eke test SR 118.23 
Campeche. . ...... cee ee Bowers 112.01 
Tabasco.. a EEEE ER EARS 70.64 


Maternal mortality from all causes, 
including puerperal septicemia, has de- 
clined from 8.96 per thousand live 
births in 1922 to 6.25 in 1933, and 6.26 
in 1937. 


CŁUSES oF DEATH 


As for the causes of death in Mexico, 
some of them come within the scope of 
direct public health measures and oth- 
ers are related to medical care; while 
still others, which for the Mexicans are 
thə most important, depend entirely 
upon sanitation, housing, and the gen- 
eral cultural level. These in turn can- 
nct be seperated from the economic 
condition of the nation, and of course 
reflect its general well-being. 

In the period 1937-38 the Public 
Health Department appropriated 898,- 
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TABLE 4—Dzatus sy Cause (1937) 
Number of Rate per 


Cause Deaths 100,000 
Diarrhea and Enteritis... 83,811 437.56 
Pnetmonia............. 67,920 354.60 
Malaria............000. 25,800 134.70 
Diseases of the nervous 

system and of the or- 
gans of special sense... 14,945 78.03 
Measles...........0.005 14,002 73.10 
Diseases of the circulatory 
Byte a iia ce eee 12,396 64.71 
Bronchitis..........06- 12,360 64.69 
Whooping cough........ 21,759 61.39 
Homicide...........04- 20,939 57.11 
Dysentery (all)........ . 10,6€2 55.77 
Tuberculosis (all forms).. 10,360 54.09 
Accidents .............. 8,706 45.45 
Inflvenza.........0 0.0... 8,546 44.62 
Diseases of the genito- 
urinary system....... 7,225 37.72 
Typhoid and paratyphoid 
fever8.. 0.0... c cece eee 5,588 29.17 
Cirrhosis of the liver..... 4,349 22.71 
Rheumatic, endocrine, 
ard nutritional diseases 3,67 19.19 
Canter faeces oie wee 3,659 19.10 
Smallpox.............. 3,428 17.90 
Blocd diseases. ........ 2,681 14,00 
Syphilis... n.n 2,614 13.65 
Erysipelas..........0040 2,017 10.53 
Tetanus............05. 1,802 9.41 
Diseases of the skin and of 
the cellular tissue..... 1,683 8.79 
Alcoholism............ . 1,588 8.29 
Diphtheria............. 1,474 7.69 
Typhus fever........... 991 5.17 
Diseases due to Protozoa. 894 4,67 
Scarlet fever........... 480 2.51 
Leprosy..... 0. ce eee ee 203 1.06 
Suicide... ........00. 169 0.88 
Other infectious and para- 
Sitic diseases......... 4,839 25.26 
Diseases of the respiratory 
system (not specified) . 3,859 20.15 
Diseases of the digestive 
system (not specified) . 17,830 93.35 
Tll-defined causes . .... 52,551 274.36 
Number 
of Rate per 

Cause Deaths Thousand 
Diseases of early infancy. 16,829 87.86% 
Diseases of pregnancy, 

childbirth, and the puer- 
peral state. ......... 4,793 87.14» 
Senility’. 20.0.0. eeu 19,014 99.27° 


2 Under one year. 

b Females aged 15 to 59. 

° Sixty years and over. 
. 
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117.33 Mexican pesos for water sup- 
plies for 100,850 inhabitants in 92 rural 
towns. In the next biennial period the 
appropriations for water supplies were 
800,000.00 pesos from the Federal 
Health Budget and 622,234.50 pesos 
from state funds. This action is justi- 
fied because water-borne diseases are 
the principal cause of death. Table 4 
gives the statistics for 1937 for the 
various causes of death. 


PUBLIC HEALTH JURISDICTION 


The Mexican Constitution makes the 
Federal Department of Health the su- 
preme authority in matters of hygiene, 
and the Sanitary Code of 1934 is the 
basis of Federal action in this field. 
The states have their own rights and 
duties regarding what affects their own 
health, but the common problems are 
under Federal jurisdiction. In order to 
define the fields of action, the previous 
Code of 1926 established what matters 
of public health are Federal, what are 
joint local and Federal obligations, and 
what are left to the states and the mu- 
nicipalities. 

As is indicated by the above list of 
causes of death, the corrective measures 
must deal mainly with such matters as 
the prevention of communicable dis- 
eases, child hygiene, housing, standards 
for water supply, and the regulation of 
the importation and interstate trans- 
portation of foodstuffs. These are mat- 
ters of such general interest that they 
have to be under the control of the Fed- 
eral Health Department. The main 
subjects within the jurisdiction of the 
states and the municipalities are sani- 
tary engineering (in so far as this re- 
lates to local sanitation) and the inspec- 
tion of food and beverages. The states 
and municipalities are also required to 
help the Federal authorities in the pre- 
vention and control of communicable 
diseases. 

The first Mexican Sanitary Code was 
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issied in 1891. Subsequent codes 
{1902, 1926, and 1934) have enlarged 
the scope of Federal action. This has 
been designed to serve as the supreme 
co-ordinating force for public health 
services in an effort to develop local 
health organizations and to interest 
them in their own problems. The pur- 
pose has been to avoid tke disadvan- 
tages of a strong centre] authority 
remote from the local needs, and to 
encourage the people, especially those 
who live in the rural sections, to feel 
that the health office belongs to their 
community and is interestec in the peo- 
ple living in the territory where it is 
established. 


SANITARY SERVICES 


In accordance with this plan, and 
with the assistance of the International 
Health Board of the Rockefeller Foun- 
dation, the first rural health services, 
called “Co-operative Sanitary Units,” 
were established in Mexico in 1928. 
The first three Units, established in the 
municipalities of Puerto México, Vera- 
cruz, and Minatitlan, were successful 
because of the help of the municipal 
authorities and the state government of 
Veracruz. They were follawed by a 
Unit in the municipality of Tuxtepec, 
Oaxaca, which was helped by the state 
government of Oaxaca." The Units 
have a well-rounded program for sani- 
tary work, and full-time, trained per- 
sonnel to carry on the public health 
movement. 

In 1929 new Sanitary Units were 
established in Orizaba, Cuernavaca, 
Tuxpan, and Villa Juarez (El Mante), 
with Federal, state, and municipal co- 
operation. In El Mante they received 
private co-operation on the part of the 
lancowners. ‘Today the ejidatarios ® 


5M. E. Bustamante, “Co-operative Health 
Work,” Rev. Asn. Med. Panamericana, Año I, 
No. 1 (July 1933), pp. 38-54. 

6 Ejidatarios are inhabitants of ejidos, which 
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are co-operating financially with the 
“Ejidal Sanitery Units,” which render 
all the medica! services, both preventive 
and curative, included in the programs 
of social medicine. 

To regulate the functions of the Sani- 
tary Offices with due consideration for 
both the Federal Department and the 
state governments, special agreements 
are signed by the authorities concerned. 
These agreements fix the system for 
the co-ordination of services in a given 
territory, cambining the respective 
branches of zovernment (Federal and 
state) for heelth service so as to obtain 
the greatest possible efficiency, avoid 
unnecessary friction, prevent duplica- 
tion of services, and, by giving better 
attention to health problems, obtain 
the co-operation of the public. The 
agreements now comprehend the whole 
territory of a state and clearly define 
the budgetary obligations of the munici- 
` pal, state, and Federal governments for 
carrying on the work. In this way it is 
possible to eliminate accusations of in- 
vasion of stétes’ rights, to combine ex- 
isting offices, and to provide for the 
extension of health services at a lower 
cost to a greater number of people. 

The co-ordination of Sanitary Serv- 
ices for an entire state was started in 
1933 in the states of Veracruz, Guane- 
juato, and Querétaro, was extended in 
1934 to Jalisco, Nuevo León, Puebla, 
Sonora, and Oaxaca, and has now been 
established in all the states of Mexico 
with only one or two exceptions. The 
Service embraces 469 Health Centers, 
2 mobile Brigades supported exclusively 
by the Federal budget, and 8 Brigades 
oi Co-ordinated Services. The person- 
nel, excluding that of Servicios Ejidales 
and International Quarantine, is com- 
posed of 415 physicians, 31 dentists, 2 
veterinarians, 24 engineers, 79 labora- 
tory technicians, 838 health nurses, 501 


are discussed in the article “The Balance of 
Agrarian Reform” in this volume—A.P.W. 
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health inspectors, 346 administrative 
employees, and 346 other employees. 


FINANCES AND ORGANIZATION 

This co-ordination of services, which 
represents the result of efforts to extend 
health services to the farthest and most 
remote villages of the country, was 
brought about, first, by the public in- 
terest in problems of health, and sec- 
ond, by the smallness of financial re- 
sources available in the states and 
municipalities for loca’ health work. 
The latter development has increased 
the relative importance of Federal aid, 
since the payment of technicians for 
highly specialized work (such as the 
preparation of biologice] products and 
research in public health problems), the 
acquisition of modern leboratory equip- 
ment, and the construction of suitable 
quarters can be financ2d only by the 
Federal Government or, in exceptional 
cases, by private donations. 

The interest of the gcvernment in the 
extension of public health work is re- 
flected in the amount of the annual 
Federal appropriations, as shown in 
Table 5. 


TABLE 5—FEDERAL APPROPRIATIONS 
FOR PUBLIC HEALTH 


Federal Appropriations 


Year (Mexican pesos) 
1920 isis oie anoi 2,116,981.00 
1925 ese cline Steeles 3,466,759.20 
1930s 555 4/255 S 8,882,576.25 
1935 os ons. Oe ee 10,480,000.00 
193 D ae e ea 16,500,000.00 


The increase in the proportion of the 
total budget allocated to the Federal 
Health Department was fixed in the 
Six-Year Plan of 1933. as seen in Table 
6 on the following page. 

Several changes have been made in 
the organization of the Federal Health 
Department, which is the model’ for the 
offices in the state cepitals. For pur- 
poses of comparison, the plans of or- 

s 
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TABLE 6~—Proportion oF TOTAL BUDGET 
ALLOCATED TO FEDERAL HEALTH 
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ganization of 1930 and 1939 are given 
below. 

The personnel of the Health Depart- 
ment in charge of the co-ordinated serv- 
ices of each state serve cn full time. 
Every year a number of physicians, en- 
gineers, and nurses are trained either in 
the schools of hygiene and public health 
of the United States and Canada 
through fellowships of the Rockefeller 
Foundation, or in the training stations 
of Xochimilco and Cuernavaca, which 


ORGANIZATION OF FEDERAL HEALTH DEPARTMENT 


DEPARTMENT 
Per Cent 
Year of Total 
M984: ose bees awwe ee 3.40 
1985 I PEE R 3.86 
1936 TEES 4.20 
1937 R OTEA 4.60 
1938........ Seauaiecasis 5.00 
1939, ........ seras 5,50 
1930 
Chief of the Health Department 
General Secretary 
Official Mayor 
Bureaus 


1. Communicable Diseases 


a) Federal District Delegations 
b) Smallpox Immunization 
c) Federal Delegations in the States 
d) International Quarantine 
e) Tropical Diseases 
Antilarval Campaign 
Hookworm Campaign 
Prevention of Bubonic Plague 
f) Onchocercosis Control 
2. Tuberculosis Campaign 
3, Venereal Diseases 
4. Anti-rabies Institute 
5 Technical Office for Epidemiological In- 
vestigation 
6. Child Hygiene 
7. Sanitary Engineering 
8. Chemistry and Pharmacy 
9. Health Education 
0. Statistics and Practice of Medicine 


11 Legal Department 

12. Administrative Office 
13. Institute of Hygiene 
14. School of Public Health 


1939 
Chief of the Health Department 
Gereral Secretary 
Official Mayor 


Bureaus 


1. Health Direction for the Federal District. 
Mexico, D. F. 3 


. Co-ordinated Health Services 

. International Health Service (In the 
Mexican ports and border towns) 

. Control of Malaria and other parasitic 
diseases 


» Wr 


. Tuberculosis Campaign 
. Venereal disease control 


“~y Don 


. General Office of Epidemiology and Con- 
trol of Communicable diseases 
(Transferred to Public Welfare) 
8. Sanitary Engineering 
9. Control of Drugs and Medicines 
10. Education in Health 
11. General Technical Office of Demography 
and Statistics 
12. Legal Technical Department 
13. Administrative Service 
14. Institute of Hygiene 
15. School of Public Health and Hygiene 
16. Eealth Nursing Technical Bureau 
17. Rural Hygiene and Social Medicine Bu- 
reau 
18. Water Supply Bureau 
19. Industrial Hygiene Bureau 
20. Mental Hygiene and Antialcoholic Cam- 
paign Bureau 
21. National Housing Commission 
22, Central Laboratories 
23. Research Institute of Public Health and 
Tropical, Diseases 
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TABLE 7—COMMUNICABLE DISEASES 
REPORTED IN 1937 


(Rates per 100,000 population) 


Number Morbidity 
Reported Diseases of Cases Rates 
Malaria............- 128,975 673.35 
Influenza....... 2... 77,018 402.10 
Whooping cough.... 33,893 176.95 
Syphilis............ 32,685 170.64 
Gonorrhea .. ..... 26,430 137.99 
Measles...... ... 26,419 137.93 
Hookworm... .... 25,846 154.80 
Dysentery.... ..... 18,923 98.79 
Tuberculosis........ 11,471 59.89 
Scables..........4. 10,258 53.55 
Typhoid fever...... 9,641 50 33 
Mumps............ 4,399 22.97 
Pneumonia..... ... 4,336 22.64 
Diphtheria......... 4,331 22.61 
Chicken pox........ 4,040 21.09 
Erysipelas.. ...... 3,527 18.41 
Ringworm.......... 2,854 14.90 
Smallpox........... 2,672 13.95 
Scarlet fever. . 2,263 11.81 
Mal del Pinto...... 2,104 10.98 
Ophthalmia neona- 
torum .. seseo 1,670 218.171 
Puerperal septicemia 1,431 26.01? 
Diarrhea and En- 
teritis........... 1,352 7.06 
Typhus fever....... 1,350 7.05 
Onchocercosis ...... 1,167 62.49° 
German measles..... 574 3.00 
Tetanus..........- 505 2.64 
Cancer (not commu- 
nicable).......... 489 2.55 
Leprosy..........4. 428 2.23 
Brucellosis......... 419 2.19 
Malignant pistule . 408 2.13 
Epidemic ce-ebrospi- 
nal meningitis .... 194 1.01 
Venereal Grenuloma. 176 0.92 
Trachoma.......... 52 0.27 
Recurrent fever..... 28 0.15 
Poliomyelitis....... 26 0,13 
American Leishmani- 
OBIS nennen aTe eis 18 0.09 
Other communicable 
diseases.......... 8,054 42.05 


* Per 100,000 live births. 

b Maternal rate, based on females aged 15 
to 59 years. 

*Based on population of Chiapas and 
Oaxaca, which are the only states in which 
onchocercosis has been reported. 


are supported with the help of the In- 
ternational Health Division, and in the 
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School of Hygiene and Public Health. 
The latter gives also a number of short, 
intensive courses for nurses, sanitary 
inspectors, and physicians, and pays 
their full salary during tae time of their 
studies. 


COMMUNICABLE DISEASES 


The extension of rural health serv- 
ices has, of course, led to an increase in 
the number of communicable diseases 
reported. Table 7 shows the situation 
in 1937. Only places having sanitary 
offices are included. 


HEALTH INSTITUTIONS 


The Health Department has built 
two colonies for lepers. They are 
model, city-like institutions, each of 
which has a capacity of 600 patients. 
The total number of lepers registered 
in Mexico is about 4,000. 

Another agency of the executive 
branch of the government, called Pub- 
lic Welfare Secretariat, has charge of 
institutions of public weliare, such as 
hospitals and insane asylums, and also 
of children’s hospitals anc child health 
and maternity centers, which until 1936 
belonged to the Child Bureau of the 
Health Department. 

Mexico has 358 general hospitals with 
25,724 beds, 8 mental hospitals with 
2,719 beds, and 3 children’s hospitals 
with 330 beds. The Ejidal Medical 
Services support several hospitals which 
take care of the fam‘lies and members 
of the rural co-operative organizations. 

The public hospitals by states 
are: Aguascalientes 6, Baja California 
(Northern Territory) 5, Baja Califor- 
nia (Southern Territory) 3, Campeche 
3, Coahuila 23, Colima 2, Chihuahua 8, 
Chiapas 8, Federal District 40, Du- 
rango 7, Guanajuato 30, Guerrero 6, 
Hidalgo 20, Jalisco 25, México (state) 
21, Michoacan 15, Morelos 3, Nayarit 
3, Nuevo León 5, Ozxaca 6, Puebla 20, 
Querétaro 4, Quintana Roo 1, San Luis 
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Potosí 12, Sinaloa 10, Sonora 15, Ta- 
basco 3, Tamaulipas 10, Tlaxcala 5, 
Veracruz 26, Yucatán 6, Zacatecas 4. 

Hospitals are insufficiently supplied 
with beds and money. The Federal 
Government has started to develop a 
plan for the co-ordination of services of 
public welfare, and has offered to match 
the appropriations made by the states 
for medical care. In the Federal 
District the official institutions are sup- 
plemented by private endowed organiza- 
tions for orphans, the insane, the feeble- 
minded, the sick, and the aged. The 
Public Welfare Department supports 
fourteen free dispensaries for sick peo- 
ple. In all parts of the country, the 
Health Department supports dispen- 
saries for the treatment of venereal 
diseases and tuberculosis. 


DISTRIBUTION OF MEDICAL SERVICES 


The National University has estab- 
lished the requirement that all medical 
students shall, before graduation, finish 
an internship in an approved hospital 
and spend six months in a rural town 
which has no medical practitioner. 
Each student is paid a small amount, 
sufficient to take care of his expenses 
while in the field; his work is super- 
vised by the Health Department, and 
he must present a written report of his 
observations in regard to the geo- 
graphic, economic, pathological, cul- 
tural, and general situation in the town 
that he has served. 

This procedure has helped to place 
medical service of a permanent char- 
acter within the reach of the people, for, 
after graduation, many of the medical 
students return to the provinces and 
small towns, thus breaking with the 
strong tendency of members of their 
profession to remain in the large cities. 
When the population census of 1930 
was taken, the distribution of medical 
men was: one per twelve thousand in- 
habitants in the state of Oaxaca; one 

s 
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per ten thousand in Querétaro; one per 
eight thousand in Guanajuato and Zaca- 
tecas; one per six thousand in Tlax- 
cala, Tabasco, and Guerrero; one per 
five thousand in Michoacán and Naya- 
rit; one per four thousand in Coahuila, 
Chihuahua, San Luis Potosi, and Vera- 
cruz; one per three thousand in Aguas- 
calientes, Colima, Jalisco, Morelos, and 
Sinaloa; one per two thousand in Cam- 
peche, Baja California (Southern Ter- 
ritory), Nuevo León, Sonora, and Ta- 
maulipas; one per thousand in Baja 
California (Northern Territory), Quin- 
tana Roo, and Yucatán; and one per 
seven hundred in the Federal District. 
The situation in regard to the distri- 
bution of medical services is rapidly 
changing. Besides the medical students 
who are going every year to the small 
towns, the Federal Health Offices, which 
numbered only 137 in 1934, now (1939) 
number 667, and each of them devotes 
at least two hours every day to con- 
sultation with poor people and fre- 
quently distributes free drugs and se- 
rums. Immunization against smallpox, 
typhoid fever, diphtheria, and whoop- 
ing cough is carried on without charge 
at the Health Centers, and silver nitrate 
wax ampoules are dispensed gratis. 


RELATED PROBLEMS 


Several problems which affect the 
general health of the people do not 
come within the jurisdiction of the 
Health Department, although it has a 
natural interest in many of them. We 
may mention as socio-medical problems 
those of alcoholism, insanity and men- 
tal defects, accidents, suicides and hom- 
icides, and the care of the crippled. 

Because of their special character and 
because we believe that their present 
status will soon be considerably altered, 
we shell give only a brief résumé of the 
facts regarding alcoholism, the con- 
sumption of alcoholic beverages, acci- 
dents, and homicides. 
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Pulque,’ of which 41 liters per capita 
are consumed yearly, is less generally 
consumed than formerly, and the anti- 
alcoholic campaign emphasizes the per- 
nicious results of its use. Second place 
is occupied by beer. The consumption 
of lager beer is 8.2 liters per capita per 
year; of bottled beer, 6.8 liters. Other 
varieties of alcoholic beverages include: 
whisky (6.4 liters), Tequila (2.5 liters), 
and mezcal (1.6 liters). 

Deaths from alcoholism were: 1,120 
in 1931 (rate per thousand, 6.57); 
1,326 in 1923 (rate 7.44); 1,525 in 
1935 (rate 8.23); and 1,588 in 1937 
(rate 7.38). 

Accidents and homicides are unfor- 
tunately very high, and a study of their 
specific causes is needed to reduce them. 


THE OUTLOOK 


The general level of literacy is rising, 
and this affords a basis for public health 
education. Moreover, the improvement 


7 Pulque, the popular alcoholic beverage in 
a large part of Mexico, is defined by the dic- 
tionary as the jermented juice of the maguey. 
A vivid impresion of some of its qualities is 
given by the following drinking song, which is 
quoted and trenslated in Eyler Simpson, The 
Ejido, p. 306 (quoted by permission of the 
University of North Carolina Press): 


¿Sabe que es pulque? 

| Licor divin-o! 

Lo beben los angeles 

En el sereno-o, 

(Know ye what pulque is? 
Liquor divine! 

Angels in heaven 


Prefer it to wine.) (Note by A.P.W.) 
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of living conditions through better land 
distribution, roads, and irrigation will 
bring better opportunities for public 
health-and medical serv:ces. 

The provision of water supply for 
rural towns which formerly had none 
that was adequate, sanitary measures 
for the control of malaria and hook- 
worm, the rural health nursing service, 
the co-ordination of sanitary organiza- 
tions, the Ejidal Sanitary Services, the 
control of communicable and epidemic 
diseases, the training of personnel, the 
research carried on by the new Institute 
of Health and Tropica. Diseases, and 
the support of all efforts for better med- 
ical services with a sccial program— 
these are the directing lmes of Mexico’s 
public health program. 

Yellow fever was last diagnosed in 
Veracruz in January 1923; bubonic 
plague was controlled in a few months 
when there was an outbreak in 1921; 
and smallpox and typhus fever are de- 
cidedly on the decline in their common 
epidemic form. Infant mortality shows 
hopeful signs of reduction, and the in- 
terest of the people in public health 
problems is greater than ever before. 
The results of twenty-two years of work 
by the Federal Health Department 
promise to mold a nation working for 
its health and united in a sound pro- 
gram of disease prevention, health pro- 
motion, and medical attention directed 
toward the fulfillment of the country’s 
duty to give a healthy liie to all its 
people. 


Miguel E. Bustamante, M.D., Dr. Public Health, 
is epidemiologist of the Institute of Health and Tropi- 
cal Diseases, Mexico City, and professor of hygiene 
at the Medical School, National University of Mexico, 
He has served as director of the Co-operative Heaith 
Unit of Veracruz, head of Rural Health Service and 
Federal Health Bureau, and director of the Hearth 
Training Station of Xochimilco. He ts the author of 
several papers on public health administration, vital 
Statistics, and tropical diseases ( 1926-1939). 


Thought and Expression 
By MANUEL Toussaint 


EW countries require centuries to 

reach the full development that 
enables them to think for themselves. 
It took Mexico nearly two centuries to 
become a different kind of country from 
Spain, whose offspring it was. It 
achieved this individual character when 
the descendants of the conquerors real- 
ized that, although in a sense they were 
still Spaniards, a visit to Spain itself 
made them feel like foreigners. The 
main factor in completing this process 
was a natural desire to defend the eco- 
nomic interests of Mexico—a selfish 
purpose but one that is a necessary in- 
gredient of nationalism in every coun- 
try. If Mexico paid its regular tribute 
to the Crown, it was only just, they felt, 
that the rest of its gains should remain 
in the hands of its own children and 
should not be shared by the newly ar- 
rived peninsular Spaniard, the gacku- 
pin, who from a very early period was 
hated by the colonist. 

In its spiritual development, Mexico 
remained a loyal child of Spain; but 
there was another element that grad- 
ually worked its way into the colonial 
mind. This was the Indian element. 
We cannot say that it was preponder- 
ant, for it was the vanquished element; 
but we must insist that it is utterly false 
to say that the Indians and their cul- 
ture were completely destroyed by the 
Spaniards. Indian traits are manifest 
in a multitude of works of art from the 
deginning of the colonial period; and 
although it may seem paradoxical, the 
Indian took a more active part in the 
life of Mexico in colonial times than he 
did after it became independent. In 
the earlier period, all large-scale farm- 
ing was done by the Indians, and their 
own native authorities were still main- 
tained, even if only nominally, side by 
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side with the Spanish authorities. On 
the other hand, after the establishment 
of independence early in the nineteenth 
century, it was only Indians of out- 
standing intellect and character, such as 
Benito Juárez, Ignacio Ramirez, and 
Ignacio Altamirano, that achieved posi- 
tions of importance. Meanwhile, the 
great mass of Indians were forgotten, 
and in the period of Porfirio Diaz (who 
was in control in Mexico from 1876 to 
1911) they were a dead weight on the 
country, for they produced nothing and 
consumed nothing. This situation has 
continued almost down to our own day, 
when the revolutionary regime has been 
striving, although unfortunately with- 
out much success, to bring them into 
the main current of national life. 


DISTINCTIVE NATIONAL TRAITS 


It may be said that by the end of 
the seventeenth century New Spain had 
acquired individual traits. Its litera- 
ture, its art, and its thought were no 
longer a mere derivation from European 
models. If the Mexican dramatist Juan 
Ruiz de Alarcón, who belcrgs to the 
beginning of the seventeenth century, is 
easily confused with his Spanish asso- 
clates, and if his Mexicanism appears 
only in certain nuances of expression, it 
could not possibly occur to anyone that 
the poetess Sor Juana Inés de la Cruz, 
bright luminary of that period, was any- 
thing but Mexican. 

In the plastic arts the change is more 
clearly marked, because it is possible to 
make an objective comparison of the 
work of Spain with that of the colony. 
In the earlier period the borrowing is 
obvious, with the lag that cne might 
expect. Thus, it can be demonstrated 
that the great historic styles of Spanish 
art passed over to Mexico, where they 
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flourished in a form that is by no means 
to be despised: here a romanesque 
touch, there a Gotaic, a mudéjar, a 
plateresque and even a touch of He- 
rrera, and still later the baroque. By 
the end of the seventeenth century, 
however, the style s distinct. To be 
sure, it originated in Spain, but the 
form is so altered that Spanish critics 
themselves have had to admit that it 
is something different from their own, 
more brilliant and ostentatious than 
theirs. : 

This movement rzached its height in 
the eighteenth century, and, by virtue 
of the intense religious fervor that ani- 
mated it, even exerted an influence over 
Spanish art itself. In the manner of 
every great social shock, the struggle 
for independence irterrupted this artis- 
tic development, waich, indeed, was al- 
ready decadent. Thus we come to the 
end of the nineteen-h century. By that 
time the nation had shaken off its for- 
mer tutelage and, being a free country 
endowed with a personality of its own, 
was like a youth who is not yet a full- 
grown man and vet must decide his 
future for himself. Mexico, like all the 
rest of the world in that period, turned 
towards France, the liberator, which 
through its encyclopedists and its revo- 
lution had nourisned the idea of na- 
tional independence, and which was now 
perforce the guide that this young peo- 
ple was to follow in its ideology. 


PERSONAL CHARACTERISTICS 


It would be difficult as well as super- 
fluous here to point out the character- 
istics that distinguish the Mexican from 
other men. We shall only note briefly 
a few of his distinctive traits. It should 
be noted that we are speaking of an 
average cultural and racial type, since 
there are individials who would com- 
pare favorably with the best in Europe. 

As a true product of crossbreeding, 
the Mexican is a contradictory mixture 
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of heroic virtues with passive character- 
istics for their ballast. Among the for- 
mer, he has a courage that sometimes 
reaches the point of rashness and a dis- 
dain of death that reaches the point of 
turning heroism into a public nuisance, 
for in Mexico there is always the danger 
that every dispute, no matter how triv- 
ial the issues involved, may lead to 
bloodshed. National pride gets out of 
hand and the dignity implicit in all 
patriotism often becomes hypersensi- 
tiveness. 

The cavalier tradition of old Spain, 
together with a Don Juanism refined by 
the most subtle and courtly elegance 
anc projected on a background of al- 
most orgiastic passion, produces a com- 
plex that is familiar in Mexico. Men 
of this type make it a rule to live mag- 
nificently, and they always live beyond 
their means. This, by the way, is a 
thoroughly Mexican trait: there is no 
spirit of thrift, no foresight; today we 
spend all we have, and as for tomorrow, 
“God will provide.” 

Irony and witticism attain a hizh de- 
gree of refinement, and when a govern- 
ment is unpopular and cannot be over- 
thrown by revolution, the barrage of 
stories and anecdotes laid down against 
it is truly formidable. When an admin- 
istration falls without a revoluticn, one 
is tempted to believe that it was over- 
thrown by satire. 

To these traits, which seem to be of 
Spanish origin, the Indian adds traits 
of his own. There are some which seem 
tc come from both sources, such as 
fetalism and blind faith in a destiny 
that nothing and nobody can alter: 
“Mur lot is cast; it is useless to strug- 
g-e.” Purely Indian are the apathy and 
immobility while life passes by—the 
sluggishness and irresolution. So are 
the melancholy, the boredom, the un- 
responsiveness to any kind of amuse- 
ment except public spectacles. From 
the Indian come the Mexican’s gravity 
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and his soft, low voice. The exag- 
gerated courtesy and ceremonijousness 
are also Indian, but not the distrust, the 
astuteness, the Jack of frankness. 

The Mexican’s taste for the romantic 
and sentimental seems to be drawn 
from both sources. He is a dreamer, 
and loves languid, melancholy, pas- 
sionate music as if it were a part of 
his own being. He has a clear, alert 
mind and is quick to understand; he 
likes precise ideas, but is not very pro- 
found. There are not many good ora- 
tors in Mexico, and yet oratory exer- 
cises a great influence over the masses: 
the labor movements have been due al- 
most exclusively to oratory. The press 
also strongly influences that part of the 
public that reads nothing but the daily 
newspapers and almost never checks 
their statements, so that it is extraordi- 
narily difficult to uproot a prejudice 
planted by propaganda and to gain a 
hearing for reason and justice. 

Now that we have sketched the char- 
acter of the individual Mexican, let us 
look at the mind of the country; for, 
as anyone can prove who knows it even 
superficially, Mexico has a vigorous 
mind. In the interest of clarity we 
shall take up each point separately; and 
we shall not mention individuals. To 
do so would be impossible in this lim- 
ited space, and it would moreover in- 
volve unjust omissions and perhaps give 
a distorted view of the situation. In 
view of the complexity of the subject, 
the reader must not expect a profound 
study (for that would require a book 
rather than an article), but a survey 
which will point out the leading fea- 
tures and formulate the problems. We 
shall be fully satisfied if the following 
hints succeed in suggesting the broader 
treatment that is needed but cannot be 
given here. 


PHILOSOPHY AND SCIENCE 
has not 
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achieved the full development that 
flowers in personal creations. This is 
due to the fact that, since Mexico is 
an essentially Christian country, until 
recently no conception of the universe 
was possible that differed from the dog- 
matic scheme. At the present time this 
would be quite possible if those who are 
qualified for the task were assured of a 
livelihood and were enabled to devote 
their whole time to philosophical stud- 
ies. 

Existing systems of philosophy have 
had and still have brilliant expositors in 
Mexico. In the colonial period, scho- 
lasticism was the only possible system 
until about 1770, when Cartesian phi- 
losophy became firmly established. The 
encyclopedists introduced the germ of 
free thought, which did much to shape 
the political movements of the time, 
with the result that the conservatives 
adhered to the traditional, orthodox 
philosophy and the liberals championed 
an eminently rationalistic creed. 

It was not until the period of Porfirio 
Diaz that the government committed 
itself to a philosophical creed, which 
was the positivism of Auguste Comte. 
While positivism gave a splendid im- 
pulse to scientific studies, it was utterly 
inadequate as a general theory of the 
universe, and it soon fell into disrepute 
in Mexico as well as in Europe. The 
spiritual reaction against it soon pre- 
vailed and since that time has had bril- 
liant expositors who, in university lec- 
tures and in books, have described the 
rich panorama of post-Comtian philos- 
ophy. 

Scientific thought has had its great 
specialists. The fields in which most of 
them have won distinction are the exact 
and the biological sciences. Mathe- 
maticians and astronomers of the first 
renk have flourished in Mexico ever 
since the colonial period, and there have 
been many experts in the study of plant 
and animal life. Economic and legal 
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studies have also seen developed to a 
high degree, and occasionally Mexicans 
have been invited to foreign countries 
to aid in the solution of their financial 
problems. 


SOCIAL AND POLITICAL SUBJECTS 


Social and political subjects have oc- 
cupied many Mexicans, no doubt be- 
cause of the still unsettled questions of 
their social organization, which has 
been profoundly shaken by revolution- 
ary movements which have produced 
some violent solutions of long-standing 
questions. Somezimes the solutions 
have been inadequate, either because of 
the speed with which they were exe- 
cuted, or because of the diversion of 
generous and well-conceived plans to il- 
legitimate politica. purposes. 

In any case, no one will dare to deny 
that the humanitarian aspirations of 
the Revolution—the improvement of 
the underprivileged classes and the 
more equitable distribution of wealth— 
are realities now accepted by all Mexi- 
cans. Not even the most conservative 
wish to restore the old regime, first, be- 
cause they are convinced that the Revo- 
lution was a necessary evil which had 
to come sooner cr later, since all the 
rest of the world is suffering the same 
kind of calamity, and, second, because 
of the hope of a national adjustment 
which will guarantee the normal devel- 
opment of the country through the co- 
operation of all classes and will usher 
in a time of great prosperity. The ef- 
fort to solve these social problems has 
influenced the expression of thought in 
every form, and especially in the plastic 
arts. 


LITERATURE AND THE THEATER 


The literary movement in contempo- 
rary Mexico is nct without interest, but 
it is not susceptible of classification, as 
are the other movements that we have 
discussed. Anyone who denies the im- 
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portance of contemporary literature in 
Mexico, in comparison with that of 
earlier periods, forgets that the so-called 
modernism, which is at least professed 
if not practiced by virtually all Mexi- 
can writers today, detests the very idea 
of a literary “school” or group of any 
kind. Each writer seeks only to express 
his personality, whose intensity in- 
creases with his isolation. It is there- 
fore absurd to look for groups where 
there are only individuals. Within this 
self-imposed limitation there are vig- 
orous poets, essayists, dramatists, short- 
story writers, and novelists. Literary 
criticism once flourished but has been 
somewhat neglected in recent years. 

Literature, as well as the other ex- 
pressions of Mexican thought. is strongly 
influenced by contemporary social con- 
ditions, Quite aside from the litera- 
ture of political propaganda, novelists, 
short-story writers, and dramatists find 
their favorite subjects in the life around 
them, in Indian and mestizo types, and 
in scenes of the Revolution and of fac- 
tory and school. Several poets have de- 
voted themselves to the same ~hemes, 
but unfortunately they are not the most 
important poets, and the results, al- 
though interesting as experiments, do 
not attain the vigor and siccerity that 
characterize masterpieces: the Mexican 
Revolution still awaits its poet. 

The theater deserves special mention 
because it is engaged in a constant 
struggle to survive. At present it is 
very creditable, but it is certainly not 
the great theater that Mexico needs. 
The preference of the public for motion 
pictures cannot be regarded as the 
cause, or at any rate as the only cause, 
of the theater’s decline. That cause lies 
rather in the lack of actors of genius, 
whose influence has always been de- 
cisive in the theater, and in the lack of 
professional dramatists, whose develop- 
ment is prevented by the precarious 


character of their career. These are 
es 
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the conditions that limit this cultural 
manifestation to a small circle, in which 
there is little present likelihood of great 
achievement. 


HISTORY AND CURRENT EVENTS 

Historical writing has developed to 
a high degree in contemporary Mexico; 
but it cannot be said that there is any 
great synthetic historian of the kind for 
whom the writing of history is virtually 
a creative art. A large number of 
scholars are devoting themselves to the 
study of the past. A no less important 
group are gathering materials for con- 
temporary history. A few scholars are 
interested even in the prehistory of the 
world at large, about which they have 
published several books. There has 
been greater activity in the field of the 
pre-Columbian history of Mexico, and 
it is safe to say that archaeology is as 
highly developed in that country as in 
the most advanced countries of Europe, 
in the discovery as well as in the study 
of ancient monuments and in the publi- 
cation of studies of the subject. The 
recent transformation of the Departa- 
mento de Monumentos into the Insti- 
tuto Nacional de Antropologta promises 
splendid results, for the former was an 
essentially administrative body, whereas 
the latter is designed mainly for schol- 
arly purposes. 

Colonial history is zealously culti- 
vated by a large number of people who 
are studying its various aspects, espe- 
cially the cultural. Monographs on the 
history of art and of social and religious 
institutions, biographies of distinguished 
persons, and accounts of travels form 
their principal themes. Add the impor- 
tant collections of historical documents 
published by the government as well as 
privately, and it will be possible to form 
some idea of the importance of the work 
that is being done in this field. 

Current events and the immediate 
past in Mexico are the subject of many 
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works. Their greatest value consists in 
the fact that many of the same per- 
sonages who have taken part in public 
life are giving their opinions or writing 
books about their careers. These some- 
times precipitate bitter controversies by 
attacking persons still living. But for 
the absolute freedom cf thought which 
prevails, books of this kind could hardly 
be published. 


PLASTIC AND GRAPHIC ARTS 


In the study of contemporary thought 
in Mexico perhaps the most important 
chapter is the one tha? deals with the 
plastic arts. Since art is not subject to 
the limitations of language, it speaks to 
all men of understanding and plays 
upon the exquisite sensibility that char- 
acterizes all aesthetic emotion. During 
the nineteenth century, Mexican art was 
inspired by European traditions: France 
for architecture and sculpture, and 
Spain for painting. The spirit of Mex- 
ico appeared in only a few artists, and 
in them the spirit expressed itself 
through European forms and methods. 

Beginning with the Revolution a re- 
vival and a complete renovation of 
Mexican plastic arts was brought about 
by a variety of circumstances: the re- 
turn of Mexican artists from Europe, 
the promotion of mural painting by gov- 
ernment authorities, and, thanks to the 
improvement of the graphic arts, a bet- 
ter knowledge of modern European 
movements. By the establishment of 
an artistic criterion that condemns aca- 
demicism and its representative paint- 
ing, and by the desire of the artists to 
identify themselves completely with the 
Mexican people through means of ex- 
pression of their own, the new genera- 
tion in Mexico succeeded in creating a 
style quite distinct from any other in 
the world. 

The most important artistic expres- 


sion of the present period is mural 


painting. Whole buildings now have 


THOUGHT AND EXPRESSION 


from Cézanne to Picasso and unques- 
tionably constitutes one of the great 
artistic creations of mankind. France 
has also exercised a decided influence 
on Mexican literature. This was ob- 
servable in the period of the French 
symbolists, and has continued down to 
the present time. The influence of 
Marcel Proust, André Gide, Jean Coc- 
teau, Valéry Larbaud, and Paul Valéry 
is manifest. 

Italy may be described as the school- 
mistress of Mexico in the field of law. 
Its influence is indicated by the fact 
that whole series of legal publications 
have been undertaken for the purpose 
of publishing translations of the mag- 
nificent Italian studies in this field. 

In philosophy, it has always been 
Germany that has set the style, but its 
influence has reached Mexico by way of 
Spain. José Ortega y Gasset, through 
his splendid magazine, Revista de Occi- 
dente, and still more through his trans- 
lations of German works, has placed the 
great philosophical contributions of 
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postwar Germany within the reach of 
all Mexicans, Among these should be 
mentioned Oswald Spengler’s The De- 
cline of the West, which is the vade 
mecum of many Mexican thinkers. 


Summing up the rather haphazard 
ideas expressed above,-we may affirm 
that Mexico has a vigorous body of 
thought—social and artistic as well as 
ideological—for which it possesses chan- 
nels of communication with every part 
of the world. The increasing intimacy 
of international relations and the cul- 
tural intercourse which links Mexico 
with the other countries of America 
(and which we hope will be progres- 
sively intensified) will enable the rest 
of the world to learn more about the 
history of thought in Mexico—a coun- 
try both tragic and gentle; a country 
dreamy, romantic, and yet stirred by a 
deep passion for social ideas and for 
the beauty that alone makes life bear- 
able. 
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Mexico’s Foreign Relations 
By Ramón BETETA 


EXICO’S present-day foreign pol- 
icy is a result of what Mexicans 
call “The Revolution.” In painting, in 
music, in architecture, as much as in 
economic policy or in political theory, 
the revolutionary movement of Mexico 
is the starting point of a renaissance 
which has a national—although not 
necessarily a nationalistic—point of 
view. Foreign policy is no exception. 
In attempting to carry out her social, 
economic, and political reforms, embod- 
ied in the Constitution of 1917, Mexico 
found it indispensable to revise her for- 
eign policy so as to make it coheren- 
with the principles of her internal pol- 
icy. As Mexico questioned the sacred- 
ness of a profit-making system based on 
an absolute right of private property, in 
her Agrarian Reform and in her Labor 
Laws—to mention but two of her fun- 
damental reforms—she could not ac- 
cept without reserve the so-called ‘“prin- 
ciples of international law” which often 
were but means to protect that very 
system and absolute right, which for- 
eigners might not have at home, but 
which they expected to enjoy in the 
small countries where they had made 
their investments, as much as in the 
colonies belonging to their powerful 
fatherlands. 

The foreign policy followed by Mex- 
ico in the past few years can be prop- 
erly understood only in the light of her 
domestic policy, which in turn becomes 
clear only as one realizes the true char- 
acteristics of Mexico and the purpose 
and nature of her efforts to reform an 
economic structure which she inherited 
after three centuries of Spanish domi- 
nation and one century of misgovern- 
ment influenced by foreign interests. 

The strength and equilibrium of 
Mexico during the colonial period were 
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only apparent. The war of independ- 
ence uncovered the true conditions pre- 
vailing in New Spain at the beginning 
of the nineteenth century. Commerce 
was limited to the interchange of Span- 
ish manufactured products for raw ma- 
terials; production was strictly limited 
to goods which did not compete with 
those of Spain; wealth was accumulated 
in the hands of a few Spaniards, their 
descendants born in New Spain, and 
the clergy; and the colony’s political or- 
ganization, controlled from Spain, was 
based on monopoly, restriction, and 
privilege. When independence came, 
commerce decreased, production de- 
clined, administrative organization gave 
way, wealth was destroyed, and con- 
tinuous rebellion left the country devas- 
tated and poor. 

The newly born Republic had no 
economic strength, no social solidarity, 
no administrative organization. It ex- 
changed its former unjust but stable 
colonial economic dependence for an 
unstable and rapacious exploitation by 
foreign adventurous capital; it ex- 
changed the dominant Spanish class for 
another class, equally reduced in num- 
ber, of enriched “Creoles” and ‘“mes- 
tizos,” who were just as inefficient. 
Strange legal molds were imposed, but 
they were neither understood nor 
obeyed. 


MISMANAGEMENT OF RESOURCES 


The conditions which for a great 
number of years prevailed in Mexico 
may be summarized as follows: The 
country was considered a vast deposit 
of raw materials coveted by foreign 
countries. Considerable permanent cap- 
ital for its extractive industries was re- 
quired, and foreign intervention in Mex- 
ico’s domestic affairs was always found 
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expedient in order to protect invest- 
ments which could not be easily with- 
drawn. On several occasions this inter- 
vention culminated in war. A typical 
example, among others, was the so- 
called “Pastry War” declared by France 
under the pretext of an exaggerated 
claim, which reached absurd propor- 
tions, for loss suffered by a French 
pastry shop in a riot that took place 
in Mexico, 

Cheap labor was indispensable to 
compensate high freight rates and lack 
of technical knowledge and modern ma- 
chinery, and thus the exploitation of the 
poor, ignorant masses, already accus- 
tomed to lead a subjugated life, became 
permanent. A regime of c ncessions 
and sinecures was soon prt valent, as 
industrial self-development vas consid- 
ered impossible because of lack of tech- 
nical preparation, absentee ownership, 
and the idiosyncrasies of the ruling mi- 
nority which preferred a royalty, a rent, 
or a commission immediately payable, 
to the risks and delays of industrial 
profits. 

With the pretext that Mexican capi- 
tal was wanting, but really in con- 
sideration of big profits and substantial 
royalties, foreign capital was granted 
concessions in railways, ports, mines, 
oil, and land, during the long presi- 
dency of Porfirio Diaz. Even small in- 
dustries and commerce were absorbed 
by that capital, as it alone was favored 
by exemption from taxes and by other 
privileges. The great majority of Mex- 
icans could only hope, in their own 
country, to earn a salary or a wage. 

Such wasteful mismanagement of 
Mexico’s wealth gave an appearance of 
prosperity, but in reality it only made 
of the Mexican an outcast in his own 
country. 

Contrary to general belief, Mexico is 
not a rich country. Her natural re- 
sources—mining, oil, agricultural land, 
timber land, hydroelectric resources— 
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have been in the hands of foreign cor- 
porations or Mexican absentee owners, 
and as a result her heterogeneous popu- 
lation has been ill-fed, il-housed, and 
ignorant. Hers has been the turbulent 
history of a country anxious to keep her 
independence, in fact as well as in the- 
ory, vis-a-vis other countries more pow- 
erful, more civilized, and more capable 
of defending their vested interests. 

The Mexican revolutionary move- 
ment, with increasing force, seeks to 
obtain for the nationals a jus: redistri- 
bution of the nation’s wealth and a 
chance to participate in zhe economic 
life and especially in the industrial 
transformation of their country. 

It has been a titanic task on the part 
of Mexican diplomacy of the revolu- 
tionary period to maintain its gains in 
the face of the opposition of foreign 
vested interests, which have often 
counted on the support of their power- 
ful governments. 


BorrowEepD DIPLOMACY 


Before the Revolution, Mexico’s for- 
eign policy was but a copy of the diplo- 
matic molds, formulas, and lezal the- 
ories taken from other countries. As a 
natural reaction to the Spanish secular 
domination, independent Maxico found 
it convenient to look to the French and 
North American models, the closest to 
Mexico, to guide its public life and to 
begin its incipient foreign relations. 

Although far from being a great 
power, Mexico nevertheless tried to be- 
have like one in her diplcmatic life. 
Not realizing that she had no colonies 
to protect or markets to conquer, her 
diplomats accepted without question not 
only the ceremonies, the customs, and 
the uniforms in vogue in the diplomatic 
circles of the imperialistic nations, but 
also the international principles estab- 
lished to make empires secur2, colonies 
profitable, protectorates safe, and in- 
vestments productive. 
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The same attitude prevailed in regard 
to Mexico’s internal legislation, which 
was inspired by the best that could be 
selected at the time, such as the Con- 
stitution of United States and the 
French codes, but which, as has already 
been explained, was not adapted to the 
country’s natural life. The great ma- 
jority of the people ignored the legis- 
lation, which was both foreign and in- 
comprehensible to them and known only 
to the leading minority, who used it to 
deprive the Indian villages of their com- 
munal land and the poor individuals of 
their scarce belongings. Thus the Mex- 
ican was “legally” but unjustly deprived 
of his patrimony. 


Tue REVOLUTIONARY VIEW 


To re-create a legal system which 
would respond to Mexican genius, cus- 
toms, and ideology has been one of the 
hardest tasks of the Revolution. Since 
a complete transformation comprising 
both property and family relations was, 
of course, impossible, the reform was 
attempted mainly in what were con- 
sidered the vital points, namely, land 
and labor. 

But Mexico’s struggle to educate her 
population, to better the standard of 
living of her people, to develop her own 
manufactures, and to impede the abu- 
sive and wasteful extraction of her nat- 
ural resources, has often taken the 
appéarance of a fight against foreign 
capital, since a plan to transform Mex- 
ico from a country subject to colonial 
exploitation into an agricultural pro- 
ducer and finally into an industrial 
country, cannot be carried out without 
hurting those foreign interests deter- 
mined to keep the country as a source 
of raw materials and a sure market for 
foreign industrial products. 

That is the key to Mexico’s foreign 
relations. A major task confronting the 
Mexican Foreign Office has frequently 
been to explain to the outside world the 
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inevitableness of such a transformation, 
and to lessen the frictions arising be- 
tween the administration and tbe gov- 
ernments of the countries to which the 
owners of the affected alien interests 
belong. 

Although it is the consequence of her 
complex history, Mexico’s foreign pol- 
icy is not a complicated one. On the 
contrary, in following it, the Mexican 
Government has been able to adhere to 
a few simple principles, thanks to the 
very poverty and military weakness of 
the country; for wealth and power often 
complicate international policies, as in- 
terests interfere with principles, and 
transitory conveniences are apt to be- 
come all-important. The danger of 
war, for instance, is so greatly decreased 
by the lack of a powerful navy that a 
weak country can afford to behave in 
strict accordance with ethical and legal 
principles without any fear of compli- 
cations which, perhaps, might force 
a first-rate power into an armed con- 
flict. 

In its formal aspect, Mexican diplo- 
macy has two characteristics which de- 
serve special mention: first, it is open 
diplomacy, and second, it is simple and 
unpretentious. It has done away with 
all secret negotiations and treaties. 
While formerly even the most impor- 
tant international understandings were 
hidden from the common citizen, even 
though they could affect his life funda- 
mentally, at present no secret agree- 
ments exist. Following this principle, 
the diplomatic correspondence leading 
to the recognition by tae United States 
of President Alvaro Obregon was pub- 
lished in due course, as were also the 
notes recently exchanged between the 
Mexican and American Governments 
setting up the International Agrarian 
Claims Commission in order to end the 
controversy regarding payment for the 
land taken from American citizens in 
application of the Agrarian Law. 
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The elimination from Mexican diplo- 
matic activities of all their unnecessary 
and ostentatious aspects has reduced 
them to the simplest forms in dress and 
speech and in the nature of their cere- 
monies. 


RELATIONS WITH AMERICAN 
COUNTRIES 


In her relations with the other repub- 
lics of this continent, Mexico has been 
brought face to face with pan-Ameri- 
canism and Latin Americanism. The 
mere mention of these doctrines sug- 
gests contrary aims, and surely at one 
time they were so understood. 

Latin Americanism has always been 
a Mexican ideal; not so, pan-American- 
ism. There was a time when Mexicans 
looked with suspicion on pan-Ameri- 
canism, which had drifted away from 
the original conception as expressed by 
Bolivar, and become a tool in the hands 
of the most powerful of the American 
nations. The change in attitude of the 
United States which has been evident 
in the past few years, the Good Neigh- 
bor policy being an expression thereof, 
has created a new situation, and the 
Mexicans have modified their opinion, 
as have also the other peoples of Latin 
America. 

Continental defense; preferential at- 
tention to American questions as com- 
pared with non-American; encourage- 
ment of inter-American commercial 
relations with the view of reaching an 
equilibrium mutually beneficial; solu- 
tion of conflicts by pacific means; re- 
nunciation of war as a means to settle 
‘ American differences; and sincere re- 
ciprocal comprehension and respect; in 
a word, co-operation in the daily rela- 
tions of all kinds made necessary by 
reason of inhabiting the same continent, 
and complete understanding in funda- 
mental ideals—such is the present Mex- 
ican concept of pan-Americanism. 

On the other hand, the countries of 
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Latin America, with a cammon origin 
and similar ethnical and social ques- 
tions, forged by a like historical process 
which produced similar peoples, analo- 
gous political organizations, and the 
same ideals, need, besides the practical 
bonds of pan-Americanism, a strong 
cultural interchange to help one another 
to solve their problems. This is the 
basis of Latin Americanism. 

The pan-American ideal was seri- 
ously handicapped by the so-called right 
of intervention. When Mr. Hughes, 
representing the United States at the 
Sixth Pan-American Conference held in 
Habana in 1928, affirmed the existence 
of the right of a nation to intervene in 
another in order to defend the endan- 
gered lives and investmen:s of her citi- 
zens whenever the constituted govern- 
ment of the state about to be intervened 
in had disappeared, he postponed the 
application of true pan-Americanism for 
many years. 

Intervention, though limited to that 
narrow application, was rejected by the 
majority of the Latin American repub- 
lics, because the existence of such a 
right, whose exercise would depend on 
the will of the interestec nation, was 
inadmissible, especially since the inter- 
vening state might be the sole judge to 
determine arbitrarily wheter or not the 
alien government had disappeared and 
whether or not life and property were 
in danger. 


Forms OF INTERVENTION 


Of course, there can te other than 
armed intervention. Its more prevalent 
present form is economic and financial 
pressure, which has not yet been effec- 
tively eliminated. There are, however, 
recent indications of a tendency towards 
its disappearance, the bes: examples of 
which are the decisions in the case of 
the tanker “San Ricardo,” which arose 
at Mobile, Alabama, and :n the case of 
the ship “Lundgren,” which came be- 
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fore the Dutch and French courts. In 
spite of the pressure of powerful oil 
interests, the right of Mexico was recog- 
nized and respected by the Govern- 
ments of the United States, the Nether- 
lands, and France. 

Intervention has also taken the form 
of the right to recognize or refuse recog- 
nition to new governments. Evidently, 
recognizing a government de facto or de 
jure means passing judgment upon its 
origin, legitimacy, and stability. But 
besides that, the rapid recognition of 
rebellious movements as legitimate gov- 
ernments, without any ethical or legal 
basis, has been used as a means of over- 
throwing true, legitimate governments. 
On the other hand, by not recognizing a 
certain government, a powerful nation 
may also affect its organization, its po- 
litical tendencies, and even its perma- 
nency. Moreover, recognition, by ap- 
proving an alien government or reject- 
ing its very existence, or by interpreting 
its constitutional precepts, denies, in 
fact, the indisputable right of self-deter- 
mination essential to all sovereign na- 
tions. 

In this respect Mexico has followed 
the simpler policy of limiting herself to 
establishing, maintaining, or suspend- 
ing diplomatic relations with other 
states in accordance with the circum- 
stances, but without qualifying the 
legitimacy or the stability of other gov- 
ernments. Such has been, for instance, 
the procedure followed in regard to 
England and the present government of 
Spain, with whom Mexico has sus- 
pended diplomatic relations. 

A state may or may not enter into 
diplomatic relations with another, but 
once established, those relations are the 
source of innate duties. Mexico, by 
giving help to the Spanish Republican 
Government in the civil war, complied 
with such a duty, since one of the clear- 
est examples of an obligation toward a 
friendly government with whom diplo- 
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matic relations are normally held is that 
of assisting it on demand. This proce- 
dure cannot be interpreted as meddling 
in the internal affairs of another state; 
it is an obligation inherent in friendly 
diplomatic relations. 

The case of governments founded by 
the force of an alien state is quite dif- 
ferent. Since an act which fails to re- 
spect the independence of a weak nation 
is incompatible with an international 
regime based on justice, Mexico has not 
recognized the territorial conquests of 
Ethiopia, Czechoslovakia, and Poland, 
nor does she maintain diplomatic rela- 
tions with the Government of Man- 
chukuo, because it was formed under 
pressure in a conquered territory. 


THe Monroe DOCTRINE 


A subtle and effective procedure lead- 
ing towards intervention of various 
kinds has been the misleading inter- 
pretation of the Monroe Doctrine. 
Mexico has always struggled to keep 
that doctrine from becoming the one- 
sided policy of the United States in the 
exclusive defense of her interests in this 
continent. As a matter of fact, the doc- 
trine, which was originally intended to 
keep America free from future Euro- 
pean conquests, became in practice the 
assumed right of the United States to 
be the sole protector of Latin America. 
Conversely, the Latin American nations 
became, with or without their consent, 
“protected” from real or imaginary ag- 
gressions by non-American powers, and, 
therefore, subordinated to the United 
States. 

Thus misunderstood, the Monroe 
Doctrine has served as a pretext for all 
kinds of intervention in the internal 
political affairs of the Latin American 
republics. 

Mexico has contested such an inter- 
pretation of the Monroe Doctrine in 
every instance, until, at the Peace Con- 
ference held at Buenos Aires in 1936, 
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her efforts were rewarded by the unani- 
mous approval of the Protocol of Non- 
Intervention, a declaration of the Amer- 
ican republics against intervention in 
any form, whether direct or indirect. 
That Protocol has been justly inter- 
preted as being an effective limit to 
future misapplications of the Monroe 
Doctrine or any other doctrine which 
would pretend to restrict the sove- 
reignty of any country in America. 
Thus true pan-Americanism was born. 


DIPLOMATIC INTERPOSITION AND 
ABBITRATION 


The negation of the right to inter- 
vene, nevertheless, does not signify the 
helplessness of alien persons or interests 
in Mexico, or the renunciation or the 
disappearance of the right all states 
have to protect their citizens abroad. 
It only relegates that right to its just 
field: diplomatic interposition and its 
corollary, international arbitration, for 
the purpose of preventing unjust and 
illegal discrimination against foreigners 
as such, and in cases of denial of justice 
by domestic courts. 

Diplomatic interposition must, of 
course, be based on a legitimate demand 
on the part of the foreigner; that is, 
the claimant should have suffered true 
damages. Consequently, any diplo- 
matic interposition for the purpose of 
introducing amendments or stopping 
the enactment of laws still under dis- 
cussion, or government plans which are 
not yet in effect, alleging the possibility 
of damages to foreigners should the bill 
become law or the project a fact, would 
be undue interference in the internal 
policy of another country, and become 
a mere intervention. 

Furthermore, a demand for diplo- 
matic protection should not violate any 
pledges freely made by the foreigner in 
order to obtain the material benefits 
and privileges derived from a specific 
contract. That is why interposition ex- 
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ercised in violation of -he so-called 
“Calvo Clause”—about which more will 
be said later—is also illegitimate. 

Arbitration, the logical consequence 
of diplomatic interposition, should also 
comply with these essential require- 
ments. Neither interposition nor arbi- 
tration, moreover, should question the 
fundamental legal organization of the 
country, its legislation, or the validity 
of the decisions legally issued by the 
domestic tribunals. 

Mexico believes that the same princi- 
ples which have been ment:oned as ani- 
mating pan-American solicarity should 
be the basis of international co-opera- 
tion the world over. Economic inter- 
dependence, the rapid improvement of 
the means of communication, and the 
tremendous growth of the offensive 
power of armaments make it more and 
more difficult to segregate effectively 
one part of the world from the rest— 
and the need of an international legal 
system is felt more keenly than ever 
before. 

The League of Nations was created 
with the very purpose of satisfying such 
a need. Regardless of its failure to 
maintain peace in the Orient and in 
Europe, the League is still the only 
international organism whcse function 
it is to settle the world’s disputes peace- 
fully. That explains why, looking more 
toward the future than to zhe present, 
the Mexican Government has given its 
undivided support to the League of Na- 
tions. 

Furthermore, even accepting that the 
League has failed in its fundamental 
aim, some of its organs have functioned 
regularly and profitably, such as the 
International Labor Organization and 
the Permanent Court of Justice. The 
latter, especially, has been instrumental 
in giving prestige to the one adequate 
medium for settling internetional dif- 
ferences without the use of force—arbi- 
tration. 
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Mexico’s Use or ARBITRATION 


It is but fair to state here that Mex- 
ico has always favored the use of inter- 
national arbitration, even though she 
prefers to comply with her international 
duties of her own free volition. In ev- 
ery case in which foreign governments 
have made demands upon Mexico about 
which the respective points of view have 
proved to be irreconcilable, and situa- 
tions have arisen that were conducive 
to the estrangement of friendly rela- 
tions, Mexico has voluntarily submitted 
her differences to courts of arbitra- 
tion. 

Besides arbitration of specific cases, 
such as the Pious Funds of California, 
El Chamizal, and the Island of Clipper- 
ton, Mexico signed conventions of arbi- 
tration with the United States in 1839, 
1843, 1868, and 1923; with France in 
1839 and 1923; and with England in 
1842, 1866, and 1923. 

In fact, Mexico has gone still further, 
and knowing that in general no re- 
sponsibility for damages resulting from 
internal struggle is fixed by interna- 
tional law, she has, none the less, agreed 
to make er gratia payments for dam- 
ages caused by the Revolution to citi- 
zens of the United States, England, 
France, Belgium, Germany, Italy, and 
Spain, as per conventions signed in 
1923. In 1936, taking into considera- 
tion that the Mexican Agrarian Law 
provides for compensation to the own- 
ers of land seized by the government for 
dotation to the villages, Mexico agreed 
to the establishment of the Interna- 
tional Commission of Agrarian Claims 
to appraise the value of lands belonging 
to American citizens which were expro- 
priated for ejidos. 

In the various arbitration tribunals 
and commissions, the Mexican delegates 
have unfailingly upheld the principle 
that Mexico’s legal organization does 
not infringe international law and that 
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foreigners have a legitimate claim only 
in case of a wrongful and malicious de- 
nial of justice by the domestic courts. 

Finally, Mexico has made public her 
support to any project which would or- 
ganize a permanent international Jaw 
court or a general system of arbitration. 
Consequently she subscribed the Gon- 
dra Pact, the purpose of which is to 
impose obligatory arbitration in Amer- 
ica as a preliminary step to the creation 
of an inter-American permanent tribu- 
nal, 


ATTITUDE TOWARD FOREIGNERS 


In dealing with foreigners, Mexicans 
have traditionally enjoyed a reputation 
of being hospitable. Their hospitality, 
extended to both tourists and immi- 
grants alike, has unfortunately often 
been mistaken for servility. Mexico 
welcomes strangers with open arms, re- 
gardless of their religious or political 
creeds. Political refugees from every 
part of the world have found a haven 
in Mexico. The case of Trotsky is by 
no means an exception. Thousands of 
Spanish refugees came to Mexico and 
founded their homes without major dif- 
ficulties. 

This attitude of the Mexican admin- 
istration holds, in spite of its difficult 
repatriation problem. Almost one and 
a half million Mexicans emigrated to 
the United States when labor was scarce 
and wages comparatively high. Al- 
though those Mexicans helped to de- 
velop the Southwest, they did not be- 
come an integral part of their adopted 
country. The United States, which has 
been so successful in assimilating other 
peoples into the “melting pot,” ex- 
cluded, together with its native Indians, 
its Mexican population. The inability 
of the Mexicans to adapt themselves to 
their new environment was due, at least 
partially, to racial prejudices against 
them which resulted in unfair discrim- 
ination. And so when the economic re- 
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cession came, the Mexicans, many of 
them already American citizens by law, 
expressed their anxiety to return to 
Mexico. 

The present Mexican administration 
has launched a systematic and ambi- 
tious repatriation program which is 
really a by-product of the Agrarian Re- 
form. The Mexicans did not go to the 
United States seeking adventure, nor 
did they prefer to live in a country 
whose customs, religion, and climate 
were so different from their own. They 
left because the Mexican rural popula- 
tion had been dispossessed of its land 
and thus was easily uprooted during the 
armed phase of the Revolution. Thanks 
to the Agrarian Reform, the govern- 
ment is now able to offer free arable 
land, farm implements, and a loan to 
the expatriated Mexicans, who do not 
hesitate to leave a land of modern con- 
veniences which they only partially en- 
joy, to return to their country, where 
they can call a parcel of land their own 
and the country theirs, and where their 
opinions are valid in the community in 
which they live. 

Although Mexico is sparsely popu- 
lated, she has to be careful not to ac- 
cept all sorts of immigrants, because she 
already has a heterogeneous population 
in which there are various groups not 
yet thoroughly mixed. For that reason, 
Mexico refuses admission to strangers 
who do not assimilate with her people. 
Having no racial prejudices, the Mexi- 
can people object very much to those 
foreigners who look down upon darker 
races, for they know that such immi- 
grants will never partake of the national 
life of the country. 


TYPES OF FOREIGN CAPITAL 


In apparent contradiction to Mexi- 
can hospitality, one hears the com- 
plaints of foreign capital to the effect 
that it has been a victim of unjust hos- 
tility. Before one can comprehend the 
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truth of the question, it is necessary to 
distinguish between capital that shears 
and capital that co-operates. 

There is a type of capital that comes 
to Mexico seeking large profits in a 
short time, based on under-subsistence 
wages, avoidance of taxes, and an ex- 
haustive extraction of the country’s nat- 
ural resources by means of concessions 
and privileges often sought by bribery; 
a capital that after recovering its in- 
vestments one or several times, still 
tries to make permanent its exaggerated 
gains and looks for the support and in- 
tervention of its government whenever 
anything interferes with the making of 
those profits. This type of capital has 
not shown the slightest interest in the 
welfare of the country at large, nor has 
it provided its employees with hospitals, 
schools, and housing facilities, as the 
Labor Law demands. 

On the other hand, there is a type 
that establishes itself firmly for the pur- 
pose of developing Mexico's industries, 
pays customary salaries, obeys Mexican 
laws, reinvests its profits in the country, 
co-operates in the general welfare of the 
community, and treats its employees as 
human beings. For the solution of its 
legal difficulties, it is satisfied to depend 
on Mexican courts. Mexico welcomes 
this latter kind of capital, while at- 
tempting to convince the former of the 
necessity—for its own sake—to abide 
by the progressive laws of the country. 


WAIVER oF DIPLOMATIC FROTECTION 


As a further effort to defend her vital 
interests, Mexico has insisted on includ- 
ing in all concessions, grants, and con- 
tracts in which foreigners are a part, 
the so-called “Calvo Clause.” according 
to which the foreigner expressly pledges 
himself not to invoke the protection of 
his government should any difficulties 
arise concerning the contracts, grants, 
or concessions involved. 

This clause does not bring about re- 
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nunciation of the right to protection in 
general, but only protection as applied 
to a specific contract. The foreigner is 
free not to sign the contract if he finds 
it does not suit his interests. 

Diplomatic protection in cases in 
which the Calvo Clause has been signed 
may not be considered legitimate, since 
the protecting government is really de- 
manding an unjust privilege for its sub- 
ject, because through diplomatic inter- 
position the joreigner would enjoy both 
the benefits received from a certain con- 
tract and the protection which he re- 
nounced as part of the same contract. 

The purpose of the Calvo Clause is 
to place foreigners on the same level as 
nationals in regard to the submission of 
their difficulties to the exclusive juris- 
diction of domestic courts. This volun- 
tary submission is not contrary to any 
principle of international law, which up- 
holds the sanctity of contracts freely 
entered into. The sole purpose of the 
Calvo Clause is to avoid, as far as pos- 
sible, foreign intervention, which often 
comes as a wake of economic imperial- 
ism. 

The principle which underlies the 
Calvo Clause is also to be found in 
Mexican legislation with regard to the 
acquisition of real estate. It is a well- 
known right of a sovereign country to 
preclude foreigners from acquiring real 
estate. Therefore, if foreigners may be 
excluded from the enjoyment of this 
right altogether, the state may also sub- 
ordinate this privilege to the renuncia- 
tion by the foreigner of the protection 
of his government regarding the specific 
property which he desires to acquire. 
The foreigner is free to become a prop- 
erty-holder under these conditions, or to 
refrain from so doing; but once he has, 
by his own free will, acquired property 
under these conditions, he is bound to 
live up tc his pledge, accepted with the 
understanding that the sanction for the 
infringement of his agreement will be 
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the loss of his property in favor of the 
state, which extended its hospitality un- 
der that specific provision. 


EXPROPRIATION OF OL COMPANIES 


The controversy with England, re- 
sulting in the suspension of diplomatic 
relations with that country, following 
the expropriation of the oil industry, 
deserves special reference at this point, 
as an example of the type of difficulties 
encountered by Mexico in her efforts to 
defend her political and economic inde- 
pendence. 

The powerful oil interests in Mexico 
showed their contempt Ly flatly refus- 
ing to obey a decision of the Supreme 
Court. By so doing, the companies cre- 
ated a serious economic situation in the 
hope that it would degenerate into a 
political crisis. This is not the place to 
discuss the advisability of the proce- 
dure iollowed by the Mexican Govern- 
ment in order to solve such a problem. 
Suffice it to say that in view of the 
threatened paralysis of her fundamental 
industries and communications, the gov- 
ernment had to act promptly and effec- 
tively, and it did so by issuing a decree 
which expropriated the cil corporations. 

Without any doubt, Mexico has as 
much right to expropriate for reasons 
of public or social welfare as other gov- 
ernments have for reasons of police or 
taxing powers.’ Moreover, in applying 
her domestic legislation to the oil com- 
panies, Mexico violated no principle of 
international law. The expropriation 
law which was applied Lad been passed 
by Congress and duly proclaimed by 
the President some fifteen months be- 
fore its application to this particular 
case. 

1John P. Bullington, “Problems cf Inter- 
national Law in the Mexican Constitution of 
1917," American Journal of International Law, 
Vol. XXI, 1927; Payson S. Wild, Jr, “Inter- 
national Law and Mexican Oil,” Quarterly 
Journal of Inter-American Relations, April 
1939, p. 19. 
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Although Mexico realizes that there 
is no universally accepted principle of 
international law that would obligate 
her to pay a prompt and adequate com- 
pensation to the oil companies,? the 
Mexican Government has been willing 
and prepared from the beginning to pay 
the fair value of those investments * be- 
cause Mexico’s law of expropriation of 
November 23, 1936 provides that prop- 
erty taken in accordance with its terms 
shall be duly compensated.* 


RETALIATION OF OIL INTERESTS 


The oil companies have, naturally 
enough, used all the means at their dis- 
posal io make the Mexican oil industry 
fail under the Mexican administration. 
Markets were closed to Mexican oil, 
suits filed in various European courts, 
propaganda profusely distributed, and 
all sorts of influences and pressure 
brought to bear upon American export- 
ers to keep them from selling to Mexico 
the replacements and parts needed in 
the refining and transportation depart- 
ments of the oil industry. 

As a result of this situation, and since 
the American market was practically in- 
accessible because of the high duty in 
force and the influence of the oil com- 
panies on the refineries and consumers 
of oil products in the United States, the 
Government of Mexico, which had pub- 
licly announced its desire to sell the oil 
only to nontotalitarian governments," 
was forced to sell it to Germany and 
Italy until new markets were opened in 
Latin America and in the Scandinavian 
countries. 

Thus an ironical situation was cre- 


2 Chandler P. Anderson, “Basis of the Law 
against Confiscating Foreign Owned Property,” 
American Journal of International Law, Vol. 
XXI, 1927, 

8 Expropriation Decree of March 18, 1938. 

t Ley de Expropiación del 23 de noviembre 
de 1936; Agrarian Note, Mexico to United 
States, Aug 3, 1938. 

5 Presidential Message, March 18, 1938 
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ated: Mexico, whose political views 
were well known and whose desire to 
increase her commerce with the United 
States was made evident on every pos- 
sible occasion, was forced sy American 
and English interests to sidetrack her 
commerce towards the nondemocratic 
countries and away from United States 
and England. On their side, American 
manufacturers complained of the reduc- 
tion of Mexican trade and American 
public opinion was aroused, not against 
the oil companies as one might have ex- 
pected, but against Mexico, which had 
been forced into barter agreements with 
Germany and Italy by the conscious ef- 
forts of the oil interests. 

Let us hope that the oil companies 
will soon realize that it is to their true 
advantage to discuss with the Mexican 
Government the fair value of their ex- 
propriated interests, since ro agreement 
can be reached between them and the 
Mexican administration until the just 
amount of the compensation has been 
ascertained. The return of their former 
properties, on which the companies have 
been insisting, is not only impracticable 
but legally impossible, as it would mean 
the annulment of a decision lawfully 
rendered by the Mexican courts in strict 
accordance with Mexico’s domestic leg- 
islation. 

Once the value of the indemnity is 
determined, there is no doubt that the 
controversy will end to the benefit of 
both parties, thus removing a disturbing 
element in the otherwise happy under- 
standing which fortunately exists be- 
tween the peoples of the United States 
and Mexico. 

While it is true that the “totalitarian 
menace” in Mexico has beer. greatly ex- 
aggerated, there is no question that the 
attitude of certain vested interests, as 
exemplified by the behavior: of the oil 
companies, helps, willingly or not, con- 
sciously or unconsciously, the manipu- 
lations of those groups which would like 
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to see the iascist or the nazi system in- 


trenched in Latin America. 


CONCLUSION 

In conclusion, Mexico’s foreign rela- 
tions may be summarized as follows: 
Seeking neither offensive nor defensive 
alliances or international entanglements, 
but anxious to live peacefully as an in- 
dependent nation, Mexico is eager to 
make of her diplomacy the means to 
deal fairly, and on the basis of complete 
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equality with all states; the means to 
protect her right to transform her legal 
and economic system in order to better 
the lot of her laboring classes; the 
means to show respect for other politi- 
cal systems no matter how different 
from her own, and to‘demand the same 
respect for her own system; the means 
to express frankly the aspirations of her 
own people; and finally, the means to 
better her understanding with other 
peoples throughout the world. 


Ramón Beteta, LL.B., Ph.D., Under-Secretary of 
State of Mexico since 1936, is also a member of the 
Board of Directors of the National Railways of Mex- 

I ico and professor of economics and sociology in the 
National University of Mexico and the Depariment of 
Education. He has held many other positions and 
appoiniments, including that of delegate to the 

: Inter-American Peace Conference, Buenos Aires, 1936. 
Among his published works are “The Government of 
Mexico” (1928), “Economic and Social Program of 
Mexico” (1935), and “The Mexican Revolution—A 


Defense” (1937). 
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Report of the Board of Directors to the Membership of 
The American Academy of Political and Social 
Science for the Year 1939 


URING the year 1939 the activi- 

ties of the American Academy 
were accorded a most encouraging rec- 
ognition by the public. The meetings 
and publications were well supported 
and were given generous and favorable 
comment. Despite adverse conditions, 
both here and abroad, the membership 
level was well maintained. Large num- 
bers of helpful suggestions were re- 
ceived. The Academy’s financial con- 
dition is excellent and its work is 
proceeding with full vigor. 


MEETINGS 


On March 31st and April 1st, 1939, 
there was held the Forty-third Annual 
Meeting with the subject “Democracy 
and the Americas.” This meeting was 
attended, as usual, by a large number 
of persons, including many delegates 
appointed by organizations and institu- 
tions in all parts of the world. 

On October 14th an evening session 
was devoted to “American Foreign Pol- 
icy” and on November 18th another 
evening session discussed “The Roots of 
Totalitarianism.” Also, on December 
11th there was held a luncheon meeting 
addressed by Governor John G. Winant 
of the International Labor Organization 
and others, with the subject “America 
Faces South,” the emphasis in the ad- 
dresses of the various speakers being on 
the importance to the Americas of the 
work of the International Labor Organ- 
ization. 

Other meetings are being planned. 
The only one which can be announced 
at this time is the Forty-fourth Annual 
Meeting, which will be held, as usual, 
at the Bellevue-Stratford Hotel in Phil- 
adelphia, the dates being April 12th and 
13th, 1940. It is the desire of the 
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Academy at this time to concentrate 
public thought on the nature of the 
peace which will follow the present con- 
flicts in other parts of the world, and 
the significance to the United States of 
whatever settlements may be made. 
Accordingly the subject of this gather- 
ing will be “The United States and 
Durable Peace.” It is expected that 
the public will have a profcund interest 
in this question and that the meeting 
will be one of great public service. 


PUBLICATIONS 


Tue ANNALS volumes during the 
year 1939 were: 


January Ownership and Kegulation of 
Public Utilities 

March Appraising the Sccial Security 
Program 

May Refugees 

July Democracy and the Americas 


September Frontiers of Legal Aid Work 
November Government Expansion in the 
Economic Sphere 


No pamphlets were published during 
the year, but the monograph to which 
reference was made one year ago, en- 
titled The Turkey of Atatiirk, has been 
received in a very gratifying way. It 
is one of the most valuable studies of 
the situation in the Near East which 
is now attracting so much attention 
throughout the world. 

The Board of Directors of the Acad- 
emy feels that, instead of continuing 
the award of fellowships as in previous 
years, the funds which have been used 
to assist Fellows would be better em- 
ployed in another way. A special com- 
mittee recommended to the Board that 
we pay tribute to our former leaders, 
Edmund J. James, Simon N. Patten, 
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and Leo S. Rowe, through the publica- 
tion of a pamphlet series to be known 
as the James-Patten-Rowe Pamphlet 
Series. Accordingly we communicated 
with those persons who had in the past 
contributed to the Patten Fund, and, 
with the approval of all except a very 
iew whose addresses cannot now be 
located, the Academy will continue pub- 
lishing pamphlets from time to time. 
As stated above, they will be designated 
as the James-Patten-Rowe Pamphlet 
Series. 

In addition to the volumes of THE 
ANNALS distributed to members, there 
were sold, to members and to others, 
extra copies of all our publications. 
The sales included 4,002 copies of THE 
ANNALS, 872 copies of monographs, and 
583 copies of the various pamphlets, 
making a combined total of extra sales 
amounting to 5,457 copies. This de 
mand for our publications speaks for 
itself. 

Continuance of our publication pol- 
icy on the high level set in the past in- 
volves noz only the close attention of 
Dr. Thorsten Sellin, our Editor, with 
the aid oi those working directly with 
him, but also the assistance of the Spe- 
cial Editors who have been responsible 
for particular volumes. To all of them 
the Board of Directors wishes to extend 
the hearty thanks of the Academy 
membership. 


FINANCES 


As shown by the audited statement 
of the Treasurer, the receipts of the 
Academy during 1939 were in excess of 
expenditures by an appreciable amount. 
The Report of the Treasurer will be 
presented to this meeting a little later. 

The problem of appropriate invest- 
ment of our resources is a continuing 
one. Very fortunately, a reserve fund 
has been accumulated over many years, 
and the interest on this fund has been 
a valuable protection to us during the 
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prolonged depression. As bonds in 
which our funds are invested mature 
or are called, the choice of new invest- 
ments is by no means easy. It is a 
source of great satisfaction that we 
have suffered almost no losses on our 
investments, although, of course, we 
have faced something of a decline in the 
yield on them because of the downward 
trend of interest rates. 

Perhaps not all members of the Acad- 
emy are aware of the fact that the 
Academy is not aided in any way by 
foundations. The only outside assist- 
ance comes from quite modest contribu- 
tions each year to the expenses of the 
Annual Meeting. In 1939, $720 came 
from this source, and the Directors wish 
at this time to record their appreciation 
of the generosity of our friends. 


MEMBERSHIP 


Under present business conditions it 
is not to be expected that there will be 
any considerable growth in Academy 
membership. During 1939 there were 
added 1,213 new members. There were 
losses through resignation, death, and 
failure to pay dues, with the result that 
on December 31st, 1939, our member- 
ship totaled 8,524. 

A word should be said about the 
problems faced on the business side of 
our Academy work. We are greatly 
perplexed over several matters. One is 
the difficulty of knowing whether to 
continue sending Tae ANNALS to mem- 
bers and subscribers in various coun- 
tries where military activities are now 
going on. In some cases we are, on re- 
quest, holding up the shipments until 
hostilities end. In other cases we have 
continued mailing THe Annars in the 
hope that the copies will be delivered. 
There will doubtless be a number of 
errors, and later adjustments will be in 
order. 

Another difficult question is that of 
remittances from countries whose cur- 
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rencies have greatly depreciated in 
terms of the dollar. We have adopted 
the practice, which we followed some 
years ago in similar circumstances, of 
accepting Canadian dollars at par 
from members and subscribers in Can- 
ada. Also, we have offered to accept 
one pound sterling in lieu of five United 
States dollars in payments from mem- 
bers and subscribers in countries other 
than Canada and the United States. 
This subjects the Academy to a slight 
loss, but we trust it will result in the 
retention of a considerable number of 
members who might otherwise resign, 
and we also believe there will result 
an appreciable amount of good will 
toward the Academy which we might 
lose if we did not make this conces- 
sion. 

The routine problems and these spe- 
cial ones call for a very large amount 
of work of a high order from all mem- 
bers of our organization, and the Acad- 
emy is fortunate in having a devoted 
and loyal staff, who render a service for 
which members of the Academy should 
be grateful. We look forward to a fu- 
ture which is clouded by unsettled con- 
ditions in many parts of the world, but 
have every reason to believe that the 
service rendered by the Academy is one 
which will continue to be of value and 
will be appreciated by our thousands of 
friends in all countries. 
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EDWARD P. MOXEY & CO. 
Certified Public Accountants [Pennsylvania] 
Morris Building, 1421 Chestnut Street 
Philadelphia 


January 10th, 1940. 


Cares J. Ruoaps, Esq., Treasurer, 
American Academy of Political and So- 
cial Science, Philadelphia, Penna. 

Dear Sir: 

We herewith report that we have audited 
the books and accounts of the American 
Academy of Political and Social Science 
for its fiscal year ended December 3ist, 
1939. 

We have prepared and submit herewith 
Statement of Receipts and Disbursements 
for che year ended December 31st, 1939. 

The Receipts from all sources were veri- 
fied by a comparison of the entries for 
same appearing in the Treasurer’s Cash 
Book with the records of Bank Deposits 
and were found to be in accord therewith. 

The Disbursements, as shown by the 
Cask Book, were supported by the proper 
vouchers in the form of cancelled paid 
checxs or receipts for moneys expended. 
These were examined by us and confirmed 
the correctness of the payments made. 

As the result of our audit and examina- 
tion, made in the manner above indicated, 
we certify that, in our opinion, the accom- 
panying Statement sets forth the results of 
its operating activities for the period under 
review. 

Yours respectfully, 
(Signed) Epwarp P. Moxey & Co. 
Certified Public Accountants. 
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AMERICAN ACADEMY OF POLITICAL AND SOCIAL SCIENCE 


STATEMENT OF RECEIPTS AND DISBURSEMENTS FOR FISCAL YEAR ENDED DECEMBER 31, 1939 


Cask Balance January 1, 1939 0... cece na nua ce cece eee teen eeeneee tee 
Receipts 
Members”: Dues. cesa vee Geo ges) Wawa pices ves seed b esos eh tienes $25,884.62 
Special “Donations .: ssni eE Eaa E EEE eee EAE resus 725.00 
Subscriptions 
Individual 63.0 o a peenaa Sid aA AEE $ 15083 
Libraries ss s kaw | Hele Ss Ra Eee he a oad 2,516.07 
Agents: Bites ches a na ae a A AE ies Melt ae 9,293.45  11,96035 
Sales .. eusen LSE fon> ase econ E date w GOREN Gat ele eiveN ev eee 7,213.79 
Advertising’ sor asien ede be soars wee bless reed a D Gere ohare ss 482.37 
Income from Investments and Bank Deposits .. ...............0655 . 8,703.12 
Proceeds from Sale of Securities ........... cece eee ete e eee sues 14,484.52 
Disbursements 
Office Expense? .cssscccsgeee Se cadeleedes, Aueeestiedcew Gea a iaa $ 5,232.71 
Philadelphia Meetings .. .... ..... cv degelalns Devotee tbe wise s haalant 5,275.17 
Publicity Expense ......cccccscccce cece scenes ae seeeeenenn cee 6,565.66 
Publication of Annals ........ 0 fo cee cece cece cece ene sete ene eenee 20,125.40 
Membership Records Expense ............0- ce eeeeneceeeees fee ee 4,854.13 
Sale: of. Annals: seruo noae i ere eee RE sid Academe sa 1,189.45 
Special Publications Expense ........ 0 22.2. eee cece eee eee te eee 617.61 
Securities: ‘Purchased: 2. fl) cksawnde: Gal aesan Chee e seed ences soe . 19,821.80 
Interest on Securities Purchased ...... Ler cece cece eee en eeee cee ag 45 63 
Discount, Collection and Exchange .. ; 29.17 
Honorarium—Thorsten Sellin ......... ccc ceee cree e cnet renee . 1,200.00 
Cash Balance December 31, 1939 a...an.. cee cee cee ne beeen ee eeee 
Represented by 
Cash on Deposit in Banks .......... 02... cence cece ee teen eee cro $30,560.63 
Cash at Academy Office ........ ccc cece cere eee e eee erences aseors 40 00 


$30,960.63 


$26.463.59 


69,453.77 


$95,917.36 


64,956 73 


Book Department 


Wevi, NATHANIEL and SytviA The Re- 
conquest of Mexico. Pp. 394. New 
York: Oxford University Press, 1939. 
$3.00. 

“The supreme gamble of the Mexican 
officer was whether to join a revolt against 
the government or participate in its sup- 
pression. In the roulette wheels of rebel- 
lion, the officer stakes a dishonorable death 
against a promotion, and the men who 
reach divisional generalships are those who 
always place their swords on the winning 
number” (p. 62). Lázaro Cardenas was a 
lucky gambler, for on two occasions he 
chose to revolt against the government, 
and on three occasions he remained faith- 
ful to his officer’s oath; but on each occa- 
sion, having guessed correctly, he received 
a raise in rank. At twenty he was a colo- 
nel and at twenty-nine a major general. 
Then he branched out into politics, and 
moved progressively from the governor- 
ship of Michoacán to the presidency of the 
Partido Nacional Revolucionario, to the 
Ministry of War, and finally to the presi- 
dency-of the Republic at the age of thirty- 
nine. 

The meteoric career of Lázaro Cardenas 
has been skillfully woven by the authors 
Weyl, into the fabric of the Mexican Rev- 
olution. The result is a description and 
interpretation of the man and his work 
which is one of the best I have read. The 
volume bears its own witness to the in- 
dustry and scholarship which went into its 
preparation. It is a pity, therefore, that 
it is marred by an anticapitalistic imperial- 
ism bias which leads the authors to some 
thoroughly unacceptable assertions. 

For example, apropos the oil expropria- 
tions, the authors assert that there is no 
oil question, for the rights of the Mexican 
Government admit of no argument. Yet, 
even the reluctant State Department holds 
that this is in fact an open question. 
“Those publicists who champion the petro- 
leum corporations,” say the authors, “are 
destroying the good will that President 
Roosevelt and Secretary Hull have with 
such painstaking effort created.” In other 
words, in the interest of good will, the 
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voice of protest in support of American 
property rights should be stilled. Also, we 
are told that the Export-Import Bank, 
which was “resuscitated ostensibly to 
strengthen the hand of democracy in Latin 
America,” while extending financial sup- 
port to fascists Benavides and Vargas, 
“made no effort to loan money to [demo- 
cratic] Mexico.” Has the Cardenas gov- 
ernment demonstrated that it is entitled to 
an American subsidy? 

The numerous allusions to democracy in 
Mexico are irritating; but undoubtedly the 
authors have their own definition of de- 
mocracy. Cardenas is called “a trail 
blazer in developing Mexican democracy,” 
and we are assured that “his devotion to 
democracy is genuine”; yet in almost the 
same breath we are told that “he may as- 
sume control over the Party of the Mexi- 
can Revolution and become the Warwick 
of the next batch of Mexican presidents.” 
In the event he becomes another Jefe 
Meximo, how can he escape the vilification 
which has been heaped upon Plutarco 
Calles? 

Another question: Is it proper to de- 
scribe Francisco I. Madero as “the vision- 
ary Jew”? 

A final question: Is it proper to call the 
American invasion of Mexico in 1846 “a 
Protestant aggression”? 

J. Liovp MecHam 

University of Texas 


Annais of Collective Economy, Vol. XV, 
No. 1. Collectsve Economy in Mexico 
Pp. 222. Geneva, January-April 1939. 
Annual Subscription $8.00. 

The series of articles which makes up 
this book was planned to furnish a “thor- 
ough, well documented and objective in- 
vestigation” of the “labour conflict occur- 
ring in the Mexican petroleum industry” 
and of the expropriation which followed. 
The discussions are undocumented, and go 
far beyond the conflict over oil to present 
a general picture of the political philosophy 
and in less degree of the accomplishments 
of the Mexican Revolution. 

The authors are a group of eminent 
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Mexicans most of whom are professors in 
the National University or have held high 
positions in the administrative departments 
of the government. Without exception 
they defend the projects and praise the 
accomplishments of the Revolution. There 
have been no half successes, no failures. 

Mexico possesses, we are told, great nat- 
ural resources as yet unexploited. By 
state intervention in economic affairs this 
condition will be changed. A directing 
class has undertaken by courageous eclec- 
ticism to better the lot of the common 
people. The program will be helped by 
continuing inflow of foreign capital and 
an influx oF immigrants of quelity. 

Foreigners have in the pası furnished 
the funds for developing the railroads, the 
mines, the petroleum, the manufacturing 
industries, and in less degree the agricul- 
ture of the country. They have exploited 
the local population and the natural re- 
sources, but have contributed little to the 
sound development of either. 

The most important of the revolutionary 
programs is the breaking ud of large 
estates. Under this policy 1,536,408 heads 
of families had been given land by August 
30, 1938. The economic yield in major 
agricultural products has not increased, but 
with continued state direction of education 
and financial support of the new agricul- 
tural units, this condition will pass. The 
exploitation of the mines also, while it has 
contributec to government income, has 
benefited the people but little. Mines 
must be brought under national control. 
The petroleum industry, until 1938 dis- 
tinctly foreign in ownership, has taken 
profits of $1,000,000,000 and left not one 
single important work of benefit to the 
Mexican people. The railroads have been 
poorly planned and badly managed. Labor 
has never received adequate return. In all 
these the Mexican Government must estab- 
lish new svstems of control. 

Mexico has adopted a nationalistic pol- 
icy looking toward a better economic sys- 
tem to be won through state support of 
co-operatives especially in production. If 
employers in private undertakings declare 
they cannot pay the wages demanded, they 
can surrender their properties to the work- 
ers or to the government. Railroads have 
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been expropriated and turned over to the 
railroad workers. Petroleum properties 
have been taken over by the state. Mines 
in many cases have been given into the 
hands of the miners, but only a beginning 
bas been made. 

The closing chapters analyze the expe- 
rience in forwarding co-operatives in the 
Laguna cotton district and the problems to 
be faced in introducing similar organiza- 
tions in the Yucatán henequin areas. 

How the reforms discussed are to be 
pushed toward still further expropriation 
of properties held by domestic and foreign 
owners at the same time that capital, do- 
mestic and foreign, is to be encouraged to 
flow into Mexican developments is not ex- 
plained. 

The volume as a whole is a valuable. 
though at times diffuse, exposition of the 
ideals and projects of the Mexican reform- 
ers. Its greatest lack is too great emphasis 
on “background” and policy, and too little 
analysis of actualities. 

CHESTER LLOYD JONES 

University of Wisconsin 


WHITAKER, JoHN T. Americas to the 
South. Pp. 300. New York: The Mac- 
millan Co., 1939. $2.50. 

The author of this book, a foreign cor- 
respondent of the Chicago Daily News. 
attended the Lima Conference and visited 
many parts of Latin America in the winter 
of 1938-39. Here he gives us the result 
of his observations and reflections on the 
role of Latin America in contemporary 
world politics, especially in relation to 
hemispheric defense and the national in- 
terests of the United States. Coming to 
Latin America fresh from the Europe of 
Munich, Mr. Whitaker reached the conclu- 
sion that the former region was in grave 
danger of going the way of Central and 
Southeastern Europe. Believing that the 
danger was greatest in Mexico, Peru, Chile, 
Bolivia, Argentina, and Brazil, he concen- 
trated his attention on these six countries. 
The trick would be turned, he thought, 
mainly by Germany and through the estab- 
lishment of German commercial supremacy 
in Latin America; but the Nazis would 
receive valuable aid from the other mem- 
bers of the “Unholy Alliance,” from sub- 
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servient Franco Spain, and from powerful 
antidemocratic elements in Latin America 
itself. Then the countries named above 
might be used to “berth instruments of 
aggression” against the United States. 

Unfortunately, the author based his ar- 
gument on some bad guesses about the 
probable course of international power 
politics. His book was published in Au- 
gust 1939. Within six weeks after that, its 
main premises had been destroyed by the 
. outbreak of war in Europe and the conclu- 
sion of the Russo-German agreement. At 
the present writing, German trade with 
Latin America has been cut off; Italy, 
Japan, and Spain are neutral; and Ger- 
many’s deal with Soviet Russia has pro- 
. foundly shocked the ruling classes in Latin 
America as well as in Spain and Portugal. 
The result is that at the present moment 
the Nazi menace in Latin America seems 
to be, if not dead, at least in a state of 
suspended animation, and the United 
States holds a stronger position in relation 
to that region than it has ever held before. 

Nevertheless, the book is worth reading, 
because if Germany wins the war and is 
not bled white in the process, the Nazi 
menace in Latin America may be revived. 
Its seriousness on the eve of the war was 
in some respects greatly exaggerated by 
Mr. Whitaker; but if it has a second in- 
carnation, it may well bear a closer re- 
semblance to his horrendous portrait of 
it, and in the meantime we might be think- 
ing about some of the issues he has raised. 
One of these is his proposal of an Ameri- 
can plan for the defense of the Americas— 
a plan which is an extraordinary compound 
of nationalism and internationalism, of de- 
mocracy and authoritarianism, but may 
nevertheless represent the kind of policy 
towards which we are tending. This book 
is dedicated to Colonel Frank Knox, whom 
it describes as a farseeing Republican 
leader. 

Mr. Whitaker is a very good reporter, 
and his book contains many vivid sketches 
of persons and places, and records of in- 
teresting interviews with presidents, dic- 
tators, and other personages in Mexico and 
several South American countries. Per- 
haps the best of these are the sharply con- 
trasting sketches of two Peruvian leaders: 
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President Benavides, the benevolent despot 
who rules his country with an iron hand 
but, as he conceives it, fcr the greatest 
good of the greatest number; and Victor 
Raul Haya de la Torre, founder and leacer 
of the left-wing Aprista mavement, whom 
Benavides has forced into volitical retire- 
ment. In view of recent d2velopments in 
our Latin American relations, especially 
our expropriation controversy with radical 
Mexico and our financial assistance to dic- 
tatorial regimes in Peru and elsewhere, 
special interest attaches to Haya de la 
Torre’s assertion that “the ‘good neighbor’ 
policy is not neighborly to zhe masses but 
only to the tyrants who oppress them.” 
Haya de la Torre meant his statement to 
apply to the working of the policy in many 
other countries besides Pera; but, as the 
author remarks in another connection, 
“the first thing to learn about Latin Amer- 
ica is that there is no such political entity, 
but only twenty Latin American coun- 
tries.” He himself has observed this rule, 
and, for a newcomer in the Latin American 
field who still has a good deal to learn 
about the background, he was surprisingly 
successful in his effort to individualize the 
six Latin American countrizs with which 
he was mainly concerned. Ia short, he has 
said much that is enlightening and much 
that is misleading, and most of the time 
he has made the story unccmmonly inter- 


ARTHUR P. WHITAKER 
University of Pennsylvania 


Caroceras, J.P. A History of Brazil. Pp. 
xxiii, 374. Chapel Hill: University of 
North Carolina Press, 1929, $5.00. 
This translation of a standard history of 

Brazil in Portuguese is an unusually val- 

uable addition to the library of works in 

English on Latin America. For students 

of the history of Brazil who do not read 

Portuguese, it should be made required 

reading, for it meets a long-felt need by 

providing an authoritative, up-to-date, 
well-written survey of the Listory of that 
country in one volume. Mast readers will 
probably be pleased by the fact that it 
disposes of the three colonial centuries in 
less than a hundred pages and devotes 
more than two-thirds of its space to the 
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century from the establishment of inde- 
pendence to the present. 

The authoz, who died a few years ago, 
was not only an outstanding historian but 
also, like so many European historians oi 
the nineteenth century, a prominent figure 
in the public life of his country, both as 
man of affairs and cabinet member. Foz 
instance, in 1919 he played an important 
part in connection with the French mili- 
tary mission to Brazil under General Gus- 
tave Gamelin, who is now being hailed as 
the Marshal Foch of World War I. Ex- 
perience of this kind gave Calogeras a 
valuable insight into the national and inter- 
national affairs of Brazil, and, together 
with his early historical training. prepared 
him for the task that he undertook in this 
volume. The translator, Professor Martin, 
is a leading authority on the history of 
Brazil. He has not only produced an un- 
commonly felicitous translation, but has 
also added a chapter on the period from 
1926 (where Calogeras stopped) to the end 
of 1937, as well as an excellent eight-page 
bibliography. 

Valuable zs it is, this book has many 
limitations, two of which require special 
mention here. In the first place, it deals 
almost exclusively with the political and 
economic development of Brazil. For its 
social and cultural development the reader 
will have to turn to other works, such as 
Gilberto Freyre’s Casa Grande e Senzala 
and Sobrados e Mucambos (which, unfor- 
tunately, have not been translated into 
English). In the second place, Calogeras’ 
sympathies are not with the common man 
but with the ruling classes of Brazil, and 
he leaves no doubt that, in the eternal con- 
flict between liberty and order, he is on the 
side of order. He goes out of his way to 
defend Juan Manuel Rosas, the famous 
dictator of Argentina in the 1830’s and 
1840’s; and in speaking of tumulzuous Bra- 
zil in the 1890’s, he writes: “One of the 
worst consequences of politics based on 
force and especially armed force is that 
there is no logical goal to the process; to- 
day, generals head mutinies; tomorrow, it 
may be colonels, and then from rank to 
rank, in ever descending scale. We may 
even come to soviets of the common sol- 
diers.” 
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In the present state of world affairs, spe- 
cial interest attaches to his views on the 
international relations of Brazil. While he 
notes certain affinities between Brazil and 
the United States and England, and is an 
advocate of Pan Americanism, he writes: 
“Psychologically we are much closer to 
Europe, especially Latin Europe, than to 
any other part of the world. .. . After 
Portugal and Spain, our mentality is 
chiefly indebted to French thought, and 
more recently, with the development of 
higher studies and immigration, to the sci- 
ence of Italy and Germany.” 

Valuable for its interpretation of Brazil’s 
past, this book is also an enlightening ex- 
pression of the mentality of its ruling 
classes in the present generation. The 
thoughtful reader will find in these pages 
abundant matter for reflection on the state- 
ment regarding the establishment of the 
present Vargas regime by the coup d’état 
of November 1937, with which Professor 
Martin concludes the book. “Nothing in 
Brazil’s past history,” he writes, “warrants 
the belief that it has permanently aban- 
doned the principles of democracy or de- 
parted in the slightest measure from its 
policy of enduring friendship with the 
United States.” 

ÅRTHUR P. WHITAKER 

University of Pennsylvania 


Pucxrer, C. E. Count. How Strong is 
Britain? Pp. 239. New York: Veritas 
Press, Inc., 1939. $2.50. 

It is often asked what strength Great 
Britain can bring to the task of waging 
war, and whether that strength is greater 
or less than it has been in the past. These 
questions Count Piickler attempts to an- 
swer in a book which was written before 
the outbreak of hostilities. The greater 
part of his attention is devoted to eco- 
nomic considerations which he clearly 
deems the most fundamental. British in- 
dustry, he finds, has become accustomed 
to a degree of inefficiency and decentraliza- 
tion which it can no longer afford now that 
the rest of the world is becoming indus- 
trialized. It is most healthy where the 
government has stepped in and forced re- 
organization, a policy which Count Piickler 
thinks should be extended. Shipbuilding is 
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less flourishing than in 1913 and the ton- 
nage of merchant shipping is less, though 
the ships are larger and faster and could 
probably handle as great a volume of com- 
merce. Great Britain derives a great eco- 
nomic advantage from the fact that the 
city of London is still the world’s banker, 
with several of its great banking houses 
specializing in short-term loans. But an 
even greater advantage proceeds from 
Great Britain’s “unseen empire,” her per- 
manent investments abroad, fruit of the 
long years of prosperity during which she 
had an “active” balance of trade. Amount- 
ing to 4,000 million pounds before the 
World War, they were reduced 1,000 mil- 
lion by that conflict, but are now approxi- 
mately 3,500 million. The income which 
this sum produces, between 180 and 200 
millions, goes far to offset Great Britein’s 
current surplus of imports. The point is 
stressed, however, that this great legacy 
from former generations was produced by 
conditions which are not likely to return. 
If lost, it could probably never be re- 
gained. It is largely from the point of 
view of overseas investments that Count 
Piickler reaches the conclusion that Great 
Britain is becoming poorer. He notes that 
although her industry is producing more 
than ever, a far greater proportion is being 
absorbed by the home market. This com- 
bined with her increased imports, reflects 
a higher standard of living, which the au- 
thor clearly considers a liability. The situ- 
ation is not as yet serious according to 
this German observer, but present trends, 
if unchecked, may lead to disaster. He 
sees the solution in a further rationaliza- 
tion of industry, the granting of subsidies 
(which Great Britain has not tried to the 
same degree as other countries), and a 
curtailment of the standard of living. He 
admits the political difficulty of this last, 
in a country governed as is Great Britain. 

Those who believe that the British Em- 
pire is in process of disintegration will get 
little encouragement from this volume. 
The author is profoundly impressed by the 
cohesiveness of the Commonwealth, and 
feels that her overseas possessions are an 
enormous asset to Great Britain in time of 
war, affording far more by way of sup- 
port than they demand by way of protec- 
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tion. He points out, however, zhat Great 
Britain can no longer hope <o train troops 
for the twofold service of daty in the col- 
onies, usually of a semipolice nature, and 
home defense, with its current demand for 
highly mechanized units. There is no at- 
tempt definitely to rate Great Britain’s 
power in terms of her possible rivals, but 
one is left with the impression of a nation 
confronted by serious problems, yet still 
vigorous, capable of adjustment and de- 
velopment, and possessed of resources 
which are great and even unique. The 
work is written in a tone so impartial that 
there are only occasional hints as to the 
nationality of the author. The only clear 
lapse from objectivity is a clause (p 143) 
which stands out so starkly from its back- 
ground that one is tempted to attribute it 
to outside inspiration. 
Leoniras DODSON 
University of Pennsylvania 


The New German 
New York: Viking 


BORKENAU, FRANZ. 
Empire. Pp. 167. 
Press, 1939. $2.00. 
Dr. Borkenau’s penetrating analysis of 

German expansion under the Third Reich 
down to the summer of 1939 should be 
bracketed, with reference to its general 
point of view toward the Nezi revolution 
and to its conclusions, with Hermann 
Rauschning’s The Revolution of Nihilism 
Both writers raise a cry of alarm against 
what they believe is a deadly menace to 
existing institutions everywhere. The 
present volume examines the Nazis’ activi- 
ties abroad and Hitlers aggressions 
through the occupation of Prague and the 
acquisition of Memel in March 1939, 
chiefly for the purpose of desiding whether 
Rauschning’s conclusions that Hitler’s ulti- 
mate aim is world domination and that he 
has no preconceived plan fo: its attain- 
ment are valid or not. Dz. Borkenau 
agrees that Greater Germany and the dom- 
ination of Southeastern Europ are simply 
means to this end, unbelievable as this may 
seem to those who think of Hi-ler in terms 
drawn from historical experience; but he 
finds a rough pattern, if not « clearly de- 
fined plan in operation. His description of 
this pattern is likely to be of permanent 
value. 
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Behind the will to unlimited expansion 
is not only Hitler’s combined role of 
prophet and messiah, but also the material 
compulsion arising from the economic as- 
pects of the Nazi regime. Autarchy plus 
rearmament makes necessary the direct 
control of more raw materials. and this 
requires the acquisition of new industrial 
areas, with the result that the need for raw 
materials becomes greater than ever: the 
circle, it is obvious, is never completed. 
Nevertheless, the Nazis prefer the indirect 
control over non-Germanic lands that is a 
by-product of barter agreements. These 
arrangements normally align the agricul- 
tural and mining interests, especially in 
Southeastern Europe, with Germany, and 
thus furnish the bases for mass movements 
which may be used against unwilling gov- 
ernments. With differences in detail de- 
pending upan local conditions, this pattern 
is almost everywhere discernible, even in 
South America, with force as a reserve to 
be used at least as a menace against those 
countries within Germany’s reach. Every- 
where German expansion advances against 
the points of least resistance. From the 
experience of Czechoslovakia after Mu- 
nich, Dr. Borkenau concludes that this 
technique contains the seeds of its own 
failure, thanks to the Nazis’ inability to 
conciliate non-Germans, and that it must 
in the end lead to direct rather than indi- 
rect control. 

This book was published on the eve of 
the present conflict, in August 1939, but 
there is no clear feeling in it of the immi- 
nence of war. It represents Great Brit- 
ain’s guarantee of Poland as an effective 
temporary deterrent to Hitler’s aims, and 
it greatly exaggerates the difficulty of con- 
quering that country. In fact, the coming 
struggle for the control of Turkey and 
therefore cf the land route to India “will 
largely decide the fate of the new German 
Empire.” There is only one hint here that 
Hitler might reverse his attitude toward 
Soviet Russia. In thus failing to forecast 
coming events accurately, Dr. Borkenau 
was, of course, in numerous company. A 
more sericus shortcoming is the assump- 
tion that the Nazi regime represents a 
complete break with Germany’s past. In 
general, however, this book should be read 
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by all who believe that a compromise 
peace is desirable or even possible. 
E. Marcom CARROLL 
Duke University 


RAUSHENBUSH, STEPHEN. The March of 
Fascism. Pp. 355. New Haven: Yale 
University Press, 1939. $3.00. 


This book is a careful but not dispas- 
sionate survey of the growth of fascism. 
It is the work of a pronounced advocate of 
a new kind of democracy which he thinks 
may save us from dictatorship, but it lacks 
the emotional bias of many contemporary 
accounts. 

Mr. Raushenbush assumes that the 
striking parallels between existing condi- 
tions in the United States and those of pre- 
fascist Germany and Italy—although our 
crises are less acute—justify an examina- 
tion of the problem of fascism. He is 
deeply impressed by the idea that fascism 
abroad has stolen democracy’s thunder by 
promising a’ better life and envisaging a 
dynamic society in which popular yearn- 
ings fc? fraternity, unity, and achievement 
may be satisfied. Italy’s experience dem- 
onstrat2s how easily a liberal government 
may te overthrown legally, while that of 
Germany is an illustration of the inade- 
quacy of present democratic theory in a 
moderr. industrial nation. In each case, 
he prints out, abandoned and insecure 
groups have been organized in the name of 
nationzlism to overthrow the economic and 
political powers neglecting them. 

The author draws the conclusion that 
fascism arises when a state fails to provide 
work Zor its people, or challenges vested 
interes:s. He thinks that the problem of 
defens2 against its development is that of 
finding a combination on a democratic pat- 
tern which will really give the people 
greater results than a fascist revolution 
would do. Such a program must be dv- 
namic, adventurous, anc idealistic. It 
must aim at employment and new oppor- 
tunitiss for all, and find an alternative for 
“pump-priming,” and a moral equivalent 
for war. Red scares, governmental cor- 
ruption, and a laissez faire attitude to- 
wards the maintenance of civil rights 
would have no place in such a program. 
An important part of this program would 
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be the development of a democratically 
controlled administrative state; but the 
author is convinced that all these measures 
will fail unless we are determined to give 
real meaning to equality and fraternity as 
well as to liberty. 

Mr. Raushenbush is on firm ground 
when he insists that governments must sat- 
isfy the needs of and measure up closely 
to the aspirations of their citizens, and 
when he points out that failure to function 
thus means replacement by a regime that 
will promise to do so. But one wonders to 
what extent an essentially anarchical peo- 
ple like ourselves can be persuaded to save 
democracy by giving power to even a dem- 
ocratically controlled administrative state. 

J. LINUS GLANVILLE 

Southern Methodist University 


Parkes, Henry BAMForp. Marxism: An 
Autopsy. Pp. 300. Boston: Houghton 
Mifflin Co., 1939. $3.00. 


Professor Parkes’s publishers give their 
„own succinct review of his new book on 
its jacket: “In spite of Russian philoso- 
phers, German propagandists and Ameri- 
can congressmen, Marxism is dead. Dr. 
Parkes proves it. But its best ideas sur- 
vive and point to a new program.” The 
review is interesting: classing American 
legislators along with Russian and German 
thinkers, it might well have been written 
in Maine and Vermont instead of in Mas- 
sachusetts. 

The author, already well known for his 
distinguished History of Mexico, attempts 
to show in his new work how efforts to 
apply Marxian economics have failed com- 
pletely. He elaborates the historical, eco- 
nomic, practical, and theoretical reasons 
for its failure and attempts to show where 
and why theory and practice have parted 
company. Four major sections are de- 
voted to the case against Marxism: The 
Evidence of History; Revolution and the 
Proletariat; The Kingdom of Freedom; 
and The Marxist View of Life. Two con- 
cluding sections are concerned with the 
development of a new program “against 
fanaticism” and stressing “industrial de- 
mocracy.” 

Professor Parkes has prepared his brief 
against Marxism like a well-trained lawyer. 
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Every ) ssible objection against Marxist 
theory is presented, carefully analyzed, and 
illustrated by examples or references. The 
organization is precise. For example, he 
makes these theoretical conclusions from 
“the evidence of history”: (1) contrary to 
Marxist theory, revolutions in the modern 
world occur not in industrialized nations 
but in peasant nations; (2) contrary to 
Marxist theory, the proletariat is not, and 
never has been, a revolutiorary class; (3) 
contrary to Marxist theory, wherever the 
lines of conflict are drawn between fascism 
and communism, fascism is victorious; and 
(4) in the only country where Marxism 
has been victorious (Russia), its ideals— 
freedom, equality, and prosperity—have 
not been realized. 

There is not sufficient space here to con- 
sider in detail the many provocative state- 
ments in Professor Parkes’s book. The 
conservative will be delighted with the au- 
thor’s many telling body blows against a 
feared enemy; the radical will heap scorn 
and ridicule upon him and tear apart many 
of his arguments; the liberal historian will 
take note of his case and decide that he 
has stepped a bit too far in his conclusion 
that Marxism is dead. The very existence 
of this book and the many problems it 
leaves unanswered prove thet the patient 
is not dead, but alive and kicking. Pro- 
fessor Parkes needs only to turn on the 
radio, read his newspapers, or consult his 
students, to find that his report of the 
death ož? Marxism is slightly exaggerated. 
One need not necessarily de numbered 
among Marxians if he contends that his- 
torical taeories—like history itself—do not 
come to sudden, catastrophic ends. 

Professor Parkes’s last chapters, on an 
American program, are more valuable than 
his earlier ones, on the demise of Marxism. 
He recommends a gradual extension of the 
workers’ rights in industry in the direction 
of job security and of a partial control 
over policy; furthermore, he contends that 
a society in which industry is carried on 
by producers’ co-operatives ought to main- 
tain competition and the free market, and 
that a society so organized would be able 
to avoid the more blatant evils of capi- 
talism and communism. This is important 


work (consider the recent success of the 
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Scandinavian countries in promoting this 
approach). Let us hope that Professoz 
Parkes will forget the “death” of Marxism 
and give us another book on his program 
for America. 
Lovis Leo SNYDER 
The College of the City of New York 


Tuompson, Dorotuy. Let the Record 
Speak. Pp. vii, 408. Bostor: Hough- 
ton Mifflin Co., 1939. $2.75. 

This book brings together a selection of 
Dorothy Thompson’s widely read columns 
and a number of her addresses dealing 
chiefly with European affairs during the 
crucial years 1936-39. That these papers 
could stand the great test of time and still 
make exciting reading is sufficient proof 
of their quality. What amazes. however, 
is not that this volume represents first- 
class writing—an element which can be 
counted on from America’s ace woman 
journalist—but that it shows an extra- 
ordi unity of thought. This is un- 
doubtedly due to the fact that the author’s 
comments were guided by a few funda- 
mental principles which proved to be con- 
sistent. In an introductory chapter Miss 
Thompson masterfully outlines -hese basic 
convictions. Summarized, they read: The 
National Socialist revolution of Germany 
—essentially designed for export—would 
prove to be the most worlc-disturbing 
event affecting the whole of Europe and 
leading to a modification of the social or- 
der with serious repercussions on the world 
at large; the fundamental incompatibilizy 
between dynamic National Sccialism (a 
nation mobilized for war) and a social 
order based upon political and economic 
freedom would make appeasement impos- 
sible and an open outbreak of histilities 
unavoidable. These basic concepts led 
Miss Thompson to a vigorous criticism of 
recent British diplomatic policy, brought 
her to a strong rejection of the isolation- 
ists’ “illusion that North America is not 
quite on this planet,” and finally made her 
realize that “democracy is very weak, for 
had it been healthy, courageous and strong, 
fascism would have died in the bud.” 

With such signposts set up to lead 
through the chaos of current affairs, the 
author presents a dramatic story from the 

e 


THE ANNALS OF THE AMERICAN ACADEMY 


remilitarzation of the Rhineland—water- 
shed be:ween two political continents— 
over the “Fiscist coup d’état” of Munich 
to Foreign Commissar Litvinov’s dismissal, 
the symbolic beginning of the Soviet-Nazi 
understaading. Indeed, these reports are 
at all times informative and thought-pro- 
voking, the analyses keen and to the point, 
the pred.ctions usually accurate and always 
reflecting the insight of an experienced ob- 
server who sees the breath-taking events 
in the ight of their origins and their po- 
tentialittes. But Miss Thompson is at her 
best and unique among the great American 
publicists as a humanizer of world events. 
The dignified toast to Thomas Mann, the 
unforgettable column on Grynzspan, who 
in desperation shot Herr von Rath, her 
biting sketch of Herr von Papen, the “po- 
litical Typhoid Mary,” the moving obitu- 
ary on Ernst Toller (Death of a Poet)— 
such masterpieces of literary craftsman- 
ship briag into focus Europe’s intellectual 
climate and spiritual crisis. 

If Dorothy Thompson is irritating to 
some of her more serious-minded readers, 
it is largely because of the defects of her 
virtues. Knowing astutely how to play 
upon human emotions, her passionate pleas 
for freedom and justice sometimes carry 
her away when careful evaluation and 
sober judgment are badly needed. Yet she 
does nct speak as a sedate social scientist. 
but as < crusading columnist. The human- 
interest story, a bold conjecture even be- 
yond tke known facts, and the free play of 
emotiors seem to be necessary tools of her 
métier. She uses them almost too well, 
imploring and warning her contemporaries. 
To met Cassandra—at all times a most 
disturk:zng encounter—is doubly unsettling 
in tke dark twentieth century. This will 
be especially felt by the American who, 
in the authors own penetrating words, 
“doesn’t like to take orders.” He will even 
resent orders to weep. 

SIGMUND NEUMANN 

Wesleyan University 


Parsoxs, Witrri. Which Way, Democ- 


racy? Pp. xii, 295. New York: The 
Macmillan Co., 1939. $2.00. 


When a Catholic scholar, like Mr. Par- 
sons, vrites on the problems of state, soci- 
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ety, and property, he does it as the repre- 
sentative of a great scientific tradition 
which goes back to Thomas Aquinas and 
via Thomas to Aristotle. Therefore, a 
man like Parsons believes in reason and 
not in headlines, and his book is far supe- 
rior to the ordmary gossip on democracy. 
Certainly, non-Catholic readers will dis- 
agree with him on many points, on princi- 
ples and on details; but, nevertheless, any 
reader without bias will learn much from 
this book. There is a splendid chapter on 
“The Twilight in Democracy,” in which 
the author proves that the real evil of 
Western democracy is its official wedding 
to the “old uberal thesis of plutocracy.” 
The world must find its way back to the 
principles of a democracy divorced from 
the liberalism which is now strangling it. 

In his chapter “Which Way, Democ- 
racy,” which is the last summary of his 
results, Parsons writes: “Democracy, of 
itself, is no more a solution of our prob- 
lems than is Fascism or Communism. De- 
mocracy can suffer oppressions and in- 
equalities, and even be guilty of them, as 
much as any dictatorship.” He declares 
that mankind cannot be helped by any 
formal solution of the problem. Only if 
democracy has the right content can it 
survive. Parsons, of course, finds the 
right content in the Catholic doctrine of 
state and property. 

Parsons’ criticism of the Marxian philos- 
ophy is very objective. The only impor- 
tant exception he makes against Marx is 
the observation that Marx disregards the 
free will of man: “The plain truth, so 
often overlooked by the determinists, is 
that what happens in human society, hap- 
pens as a result of the free choice of hu- 
man wills.” But also from a strictly re- 
ligious point of view, it would be possible 
to come to a different estimate from that 
of Parsons, of free will in history. For 
instance, in following Augustinus, one 
would come to a different result. It is 
remarkable that Parsons always follows 
Thomas Aquinas, but once on an impor- 
tant matter, he declares his disagreement 
with Augustinus. 

Parsons wrote his book before the last 
tum of Russian and German politics. 
Nevertheless, he wrote that there is no 
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difference from a political oint of view 
between communism and fascism. They 
are both absolutist, both totalitarian, both 
collectivist. “Their social and economic 
differences both tend to merge into a com- 
mon mold: The Russian terds to become 
Fascist, the Fascist, especially the Nazi, 
tends to become Communist. It may not 
be long before there is little difference be- 
tween them and they will fozm an alliance 
against the world.” 
ARTHUR ROSENBERG 
Brooklyn College 5 


Teab, Orpway. New Adveatures in De- 
mocracy. Pp. xi, 229. New York: 
Whittlesey House, McGraw-Hill Book 
Co., 1939. $2.00. 


Mr. Tead, by reason of his numerous 
contributions to the problems of personnel 
and management in industry, needs no 
introduction to readers of THE ANNALS. 
In this book he discusses ia outline the 
practical applications of “tke democratic 
idea” in education, the public service, and 
industry. 

In Part I, “Education,” he argues for 
“Democratic Administration” but does 
not go into detail about this, or discuss 
how ıt can be achieved. He next outlines 
his ideal of “A College for Democracy,” 
insisting that no aspect of mental cevelop- 
ment should be slighted; the student 
should get a social outlook, his aesthetic 
capacities should be stimulated, and, 
crowning all, he should get a good start 
towards an integral philosophy of life. 
The purpose of the college is to help the 
mind and the spirit to grow in stature and 
in willingness to function freely and fully. 
He mghtly criticizes the com2artmentaliz- 
ing of knowledge and the de>artmentaliz- 
ing of subjects. He says: ‘A college is 
nothing, if its members are rot primarily 
excited about the lfe of the mind at its 
sensitive best.’ Science instruction, he 
thinks, should be directed more towards 
training in scientific method, awakening in 
the student’s mind a sense of the potential 
orderliness of the universe, and facilitating 
more fully the democratic enjoyment of 
the results of science. Science fails as an 
instrument of democratic advance if the 
teachers fail to be alert to the social mis- 
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sion of science. Dealing with “College 
Faculties in a Democracy,” Mr. Tead 
pleads for the scholars to take an active 
part in public affairs. He discusses also 
“The Challenge of Adult Education” and 
“Vocational Guidance.” 

I have been a college teacher for forty- 
two years. I have been actively concerned 
in one way and another for over thirty 
years with questions of faculty participa- 
tion in university administration. I have 
this to say: The normal type of admin- 
istration in American colleges and uni- 
versities is still autocratic and oligarchic 
(oft-times it is despotism tempered by as- 
sassination). Committee T of the American 
Association of University Professors has 
just assembled data from 177 institutions 
of higher learning. In 70 per cent the 
faculties have no statutory powers in re- 
gard to the choice of presidents, deans, or 
heads of departments, or in the allotment 
of the budget. Participation by the actual 
workers in the business has gone farther 
in certain large industries than it has in 
most colleges and universities. The my- 
opic departmentalism, the inertia and ti- 
midity of professors in regard to public 
affairs, in short, their “academicism” in a 
bad sense, I hold to be due chiefly to the 
fact that they are expected to stay down 
in their own particular ratholes. 

Mr. Tead insists on the urgent need for 
extending the merit system in public serv- 
ice. He insists also that, if our democracy 
is to function effectively, there must be 
full recogrition of collective bargaining 
and participation of the workers in the 
conduct of industry. From this standpoint 
he pleads for the explicit recognition of the 
unit-organization of industries as a demo- 
cratic instrument. He concludes with an 
urgent summons to business leaders to be- 
come statesmanlike leaders of democracy. 
He sees clearly that unless we move in the 
directions he has indicated, a worse fate 
will befall us—some form of totalitarian- 
ism. 

As a mere professor who has tried to 
keep in touch with social issues in our 
rapidly changing and complex civilization, 
I heartily recommend Mr. Tead’s latest 
book. JoserH A, LEIGHTON 

Ohio State University 
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Scorr, James Brown, Law, the State, 
and the International Community. Vol. 
I, xxv, 613; Vol. II, vi, 401. New 
York- Columbia University Press, 1939. 
$8.78. 

These two volumes represent what may 
properly be called “a labor of love” for 
one who, as Director of the Division of 
International Law of the Carnegie Endow- 
ment fcr International Peace, and now its 
Secretary, has devoted a lifetime to the 
study zf the foundations of international 
law ard the conditions of its successful 
application. Earlier volumes which he has 
written and edited fill a large space on the 
shelves of every library, and the message 
he has given of “peace through law” has 
gone to the far corners of the world. 

In the first of these volumes Dr. Scott 
gives u3 a “Commentary on the Develop- 
ment of Legal, Political, and International 
Ideals.’ The scope of the commentary is 
very broad. In “The Greek Background” 
Dr. Scott analyzes the contributions of 
ancient Greece, with separate chapters on 
Socrates, Plato, Aristotle, and the Stoics. 
Under the head of “The Roman Heritage” 
he anacyzes the early and the later law of 
Rome, and has a particularly valuable 
chapter on the contribution of Cicero. 
More important, however, than the survey 
of ancient Greece and Rome, is the com- 
mentary upon the “Christian Heritage, An- 
cient and Medieval” and upon “The Tran- 
sition from Medieval to Modern Thought.” 
Under the first of these two heads appears 
a stud: of the contributions principally of 
St. Augustine, St. Thomas Aquinas, and 
Dante, with a closing chapter upon the in- 
fluence of the Church on law and politics. 
Under the second head is to be found an 
examization of the survival and influence 
of Roman law and jurisprudence and of 
the ccatributions of the leading scholars of 
the period, notably the Dominican profes- 
sor, Vitoria. “The Era of Reform” fol- 
lows, in which the author takes up in turn 
the works of Thomas More, Calvin, Lu- 
ther, end Erasmus. The volume comes to 
a clos2 with a series of five chapters on 
“The Beginning of the Modern Age,” in 
which the author analyzes the contribu- 
tions əf Grotius, Bellarmine, Suárez, and 
Hooke. 
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Volume II consists of extracts from the 
works of the writers discussed in Volume I 
and from other sources, intended to illus- 
trate “The Growth of Theories and Prin- 
ciples of Jurisprudence, Government, and 
the Law of Nations.” The author ven- 
tures to describe these excerpts as in effect 
a “codification” of the subject. Under the 
head of jurisprudence are grouped excerpts 
bearing upon the fundamentals of law, 
justice, equity, and other fundamental 
principles of human conduct. The array 
of quotations is formidable, and the author 
is aware of the difficulty of appraising 
them properly apart from their context; 
but he hopes that the commentary in the 
first volume will partly supply the remedy. 
Under the head of the state, Dr. Scott 
gathers together excerpts dealing with man 
as a social and political being, the origin 
and nature of the state, the nature of 
power, the nature and kinds of govern- 
ment, and other topics bearing upon the 
source of the authority of the state and 
the proper exercise of its functions. Un- 
der the head of the law of nations are 
gathered a wide range of excerpts from the 
works of Vitoria, Sudrez, Gentili, Ayala, 
Grotius, and numerous lesser authors, 
showing the nature of the law of nations, 
the character of the international commu- 
nity, and the general rules of peace and 
war. 

Professor and student alike will welcome 
these two volumes which are, as it were, 
a compendium of the wisdom of the ages 
bearing upon the foundations of interna- 
tional law. With great labor and research 
Dr. Scott has drawn from both original 
and secondary sources material throwing 
light upon the historical development of 
the law through the successive periods in 
which it slowly took definite shape. The 
special value of his own contribution is 
the analysis he presents of the moral bases 
of the science of international law and of 
the intimate relations between the princi- 
ples of international law and those of eth- 
ics and of national law. 

So greatly are we indebted to the author 
for his contribution to the history and 
growth of international law that it is with 
reluctance that the regret must be ex- 
pressed that the survey stops with the be- 
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ginning of the modern age; for the crisis 
in which we find ourselves today raises the 
issue whether nations can -etain their in- 
heritance and restore the authority of in- 
ternational law when the present tragic 
conflict between the leading powers has 
come to an end. For this reason it would 
be of great service to us if the author 
could continue his study and give us an 
analysis of the development of the law 
during the eighteenth and nineteenth cen- 
turies and help to make it clear to the stu- 
dent why the steady growth of the science 
of international law held out so much 
promise of a world of law end order only 
to fail us when the critical test came. A 
third volume, dealing with these issues, 
would doubly increase the gratitude we al- 
ready feel for the two volumes now com- 
pleted. 
CHARLES G. FENWICK 
Bryn Mawr College 


MAXWELL, Bertram W. International 
Relations. Pp. x, 663. New York: 
Thomas Y. Crowell Co., 1939. $3.75. 
This volume was written primarily as a 

textbook for an undergraduete course de- 
signed to give a general view of world af- 
fairs, but it would be equally helpful in the 
orientation of many citizens outside the 
classroom. 

There is a brief introduction tracing the 
rise of the nation-state and the develop- 
ment of international law. Tue rest of the 
book consists of four parts. Part I (At- 
tempts at World Order) is devoted to the 
evolution and activities of the consular and 
diplomatic services and to int2rnational or- 
ganizations since the World War (60 
pages). Part II (Contemporary World 
Problems) deals with nationalism; impe- 
rialism; economic nationalism; minorities 
and refugees; armaments, militarism, and 
modern warfare (133 pages). Part OI 
(The Reconstruction Period) consists of 
two chapters—one devoted to develop- 
ments from Versailles to Locarno; the 
other, to the Locarno and other peace 
pacts, reparations, attempts at disarma- 
ment, and shattered hopes (87 pages). 
More than half the volume is taken up by 
Part IV (Realities of World Politics). In 
the eleven chapters of this part are con- 
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sidered in turn each of the European coun- 
tries, the Near East, the Far East, the 
United States, and Latin America. In 
greater or less detail is set forth the devel- 
opment of relations of each of these coun- 
tries or regions with the others. The con- 
cluding chapter (Peace or War?) views the 
prospect as of last August. Each chapter 
is followed by a selected list of references 
for further reading, and at the end of the 
volume are printed the texts of some nota- 
ble international agreements since the 
World War, the latest being the Italo- 
German Alliance of May 22, 1939. 

The author covers a wide range of sub- 
ject matter on which there is a voluminous 
literature. He has done a good job of 
integration and simplification. Unlike 
some writers, he makes no attempt to solve 
current problems or to pass final judgment 
on recent years; rather he seeks to record 
the most important developments in inter- 
national affairs. Attention is focused on 
the present crisis, and more especially on 
Europe. Economic backgrounds are 
sketched in Part II, but the work as a 
whole is primarily a study in politics and 
diplomacy. It will help the student and 
the layman alike to find their way through 
the maze of maneuvering and realignments 
of nations. While the arrangement and 
method of treatment in Part IV involves 
considerable repetition, this may be de- 
fended as making for clearness. The au- 
thor aims to be objective; he is strongly 
anti-dictater and especially anti-Nazi, but 
the blunderings and shortsighted selfish- 
ness of Great Britain, France, and other 
nations arə repeatedly emphasized; with 
Soviet Russia and the United States he 
deals more gently and sympathetically. 
He little suspected the impending Russo- 
German agreement and absorption of the 
Baltic states. Pau S. PetRce 

Oberlin College 


Vincent, STÉNIO. En posant les ja- 
lons. . . . Vol. I, Introduction, pp. 422; 
Vol, IT, 1930-1933, pp. 304; Vol. IX, 
1934-1936, pp. 430; Vol. IV, 1937~ 


1939, pp. 290. Port-au-Prince, Haiti: 
Imprimerie de PEtat, 1939. Cinq 
Gourdes each. 


These volumes by the distingushed 
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Presidert of Haiti will be welcomed by 
all students of international affairs and by 
all who are interested in the development 
of neigaboring countries. There is no 
English equivalent for the title, unless we 
use sore such expression as “Taking Our 
Bearings” or “Blazing the Trail” or 
“Benchmarks in the History of Haiti.” 

In the first volume, in six chapters, the 
author discusses some of the more impor- 
tant events and developments in the his- 
tory of Haiti, beginning with “The Racial 
Obsession and Its National Consequences,” 
“The Discourses and Proposals of the Vari- 
ous Heads of the State,” “The Internal 
Troubles Which Led in Part to the Ameri- 
can Occupation and the Tragic Conse- 
quences Thereof,” and, in the last chapter, 
“The Development of the Government 
Since 1930.” The three succeeding vol- 
umes include a great number of addresses 
made taroughout the country by the Presi- 
dent since 1930. These will be of minor 
interest to those living outside of Haiti. 

The author of these valumes had won 
a well-deserved reputation as a writer be- 
fore his entrance into his present position. 
The style is excellent. His attitude is re- 
strained and moderate, and his conclusions 
worth; of consideration. His intimate 
knowledge of the details of Ha‘tian his- 
tory, added to the literary skill, produces a 
work cf real merit. CARL KELSEY 

University of Pennsylvania 


GANTENBEIN, JAMES W. Financtal Ques- 
tions in United States Foreign Policy. 
Pp. xv, 264. New York: Columbia Uni- 
versity Press, 1939. $3.25. 

The subject is a good one, but unfor- 
tunately this book adds liztle either to the 
factual knowledge about these problems or 
to the analysis of them, and it is not weil 
enoug. written to be very useful as a sur- 
vey c= what is already known. Seven top- 
ics are treated: the general interest of the 
Unitel States Government in international 
financial matters, foreign-exchange insta- 
bility, exchange control, the intergovern- 
mentel debts, foreign dollar bonds in de- 
fault. international double taxation, and 
goveramental financing of foreign trade. 
Some of the chapters, particularly the ones 
on the war debts and on United States 
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governmental policy with reference to de- 
faulted dollar bonds (including a descrip- 
tion of the attitude toward bondholders’ 
protective organizations), contain histori- 
cal and descriptive material brought to- 
gether in a convenient form. The earlier 
chapters, however, deal with topics where 
a more penetrating analysis than is shown 
in this book is essential even for good de- 
scription. Such conclusions as are drawn 
rely heavily on the opinions of others. 
The text is interlarded with long footnotes 
consisting of parenthetical explanations or 
of quotations from authorities selected 
rather indiscriminately. On the whole, 
both the thought and the presentation give 
a rather studentish impression, 
EUGENE STALEY 
Tufts College 


Poore, Kenyon E. German Financial 
Policies 1932-1939. Pp. xiv, 276. Cam- 
bridge, Mass.: Harvard University Press, 
1939. $3.50. 

An outsider confronts great difficulties 
in studying economic and financial condi- 
tions of Germany under the Hitler regime. 
Having spent two semesters at Munich 
University in 1931-32, Mr. Poole shows 
sufficient understanding of the German 
economic policy before 1933, but he does 
not seem to have gathered firsthand infor- 
mation on the state of affairs under Hitler 
in Germany itself. He presents a great 
number of statistical tables taken from of- 
ficial German sources—and this is the 
most valuable part of his book—but his 
general approach is a study of an abstract 
theorist who tries to criticize the system of 
financing recovery and the various meas- 
ures to that end applied in Germany in the 
light of the trade-cycle theory. 

The author discusses chiefly two ques- 
tions: (1) methods of financing public 
works and the various credit institutions 
handling this matter, and (2) the effect of 
civil public works on industry. Other 
sides of the new regime do not interest 
him, and, without giving any proof, he 
makes bold statements that the German 
recovery “is obviously unhealthy”; that 
“most of the brunt of militarism has been 
borne as one might expect [?], by the 
middle class”; that “from the point of 
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view of trade cycle theory, at least [?!], 
there is little to be said for much of what 
was done in Germany” (p. 254); and that 
“practically the whole increzse in employ- 
ment and investment over 1932 has been 
due to rearmament, strategic roads, and 
stimulus to industries which are of military 
importance.” 

Mr. Poole mentions in his bibliography 
such outstanding contributions as Balogh’s 
(of London University College) article, 
“The National Economy of Germany,” in 
the Economic Journal, 1938, and Guille- 
brand’s (of Cambridge University) book, 
The Economic Recovery of Germany, 
1939, but he does not avail himself of their 
findings. Instead he draws strange conclu- 
sions that “in 1933 and 1934 the govern- 
ment encouraged the purchase of small 
sets [of radio] the aim being to make the 
Leader’s speeches available to even the 
poorest family. ... But how much good 
would this be expected to do industry at 
large?” he asks. “Very little,” he explains, 
because “in so far as people spent money 
on radios instead of shoes . . . there was no 
gain from the point of view of the trade 
cycle”... (p. 253). 

Mr. Poole does not explain, however, 
whether there was a strict order and direct 
compulsion to buy such sets “incapable 
of receiving subversive speeches from 
abroad,” and why the German masses pre- 
ferred to listen to the speeches of the 
Führer (once or twice a year, which they 
could read in every newspaper) rather 
than to buy shoes! 

Paur. HAENSEL 

Northwestern University 


Buttock, CHARLES Jesse, Politics, Fi- 
nance, and Consequences. Pp. viii, 212. 
Cambridge, Mass.: Harvard University 
Press, 1939. $2.50. 

The subtitle of this volume indicates its 
scope and purpose. It is “a study of the 
relations between politics anc finance in 
the ancient world with special reference to 
the consequences of sound and unsound 
policies.” Professor Bullock has investi- 
gated the financial methods of the govern- 
ments of Egypt, Assyria, Babylonia, the 
Hebrew Kingdom, Persia, Lydia, Athens, 
Carthage, and Rhodes, and has tried to 
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discover what effect financial policies had 
on the political fortunes of these states. 
The sources for such a study are very 
scanty, and the author states his conclu- 
sions with commendable caution. He is 
sure that unwise management of public 
finance contributed to the downfall of 
many ancient governments. He does not 
claim, however, that unsound financial pol- 
icy was always the determining factor in 
these catastrophes. 

Professor Bullock’s definitions of “un- 
sound policies” are those of an economist 
of the classical school. He finds that the 
most common sin of ancient governments 
was “magnificence’—that is, wasting pub- 
lic money on such unproductive things as 
palaces, temples, statues, theaters, and 
public amusements. In most states, meth- 
ods of taxation were faulty. Excessive 
tribute was taken from subject peoples, 
tax-farmers were used, and in Athens there 
was a tendency to place unbearable bur- 
dens on the rich, The Athenian govern- 
ment was also guilty of giving unreason- 
able benefits to the poor. The states 
which had the best financial policies were 
Lydia, Persia, and Rhodes. Unfortunately 
for the cause of orthodox finance, these 
states set ro records for longevity. 

Professor Bullock covers a great deal of 
ground in two hundred pages, and it is not 
surprising that he has relied largely on 
secondary sources. A more serious criti- 
cism is that some countries are given so 
little space that the essential facts are not 
fully developed, and the evolution of their 
financial policy is telescoped. The worst 
example is in the treatment of Egypt. 
During its long history Egyp: bad many 
different types of government and eco- 
nomic organization, and the author’s at- 
tempt to summarize the financial policies 
of Egyptian rulers in one brief chapter is 
not very successful. In his study of Ath- 
ens, on the other hand, Professor Bullock 
allowed himself enough space to give us a 
very useful summary of the chief problems 
of Athenien finance. 

Josera R. STRAYER 

Princeton University 


Jonson, G. GrivriTH, Jr. The Treas- 
ury and Monetary Policy, 1933-1938. 
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Pp. 230. Cambridge, Mass.; Harvard 

University Press, 1939. $2.75. 

This is, in general, the best of the books 
that have appeared to date on recent mon- 
etary policies in the United States. The 
material has been well covered, and inter- 
pretation and analysis show keen insight 
and penetration. The author’s style is not 
the most lucid, but this is compensated 
to a considerable extent by his forthright 
willingness to flay particular actions or at- 
titudes when he feels that they deserve it. 
The author divides his treatment into a 
discussion of the gold policy during 1933 
and 1934, the stabilization fund, the policy 
of sterilizing gold, the silver policy, and 
the process of policy formulation. One of 
the principal threads binding the discussion 
together is the thesis that “the Great De- 
pression . . . sealed the doom of independ- 
ent central banking and destroyed the 
mirage, fostered so carefully in the twen- 
ties, that politics and money could be kept 
apart in troublous times” (p. 6). One sees 
the steady deterioration in the effective- 
ness of traditional guides to policy, a de- 
terioration which seems im retrospect to 
have led more or less inevitably to the ex- 
pansion of centralized control over mone- 
tary affairs. The particular policies were 
frequently, no doubt, the result of chance, 
but the major trend was something far 
more fundamental. 

The reader is certain to be impressed by 
the readiness with which unorthodox mon- 
etary ideas and policies were accepted at 
the time of their introduction. In the light 
of later attack, it is interesting, for ex- 
ample, to find the names of some of our 
most conservative leaders among those ap- 
plauding the Warren gold-purchase plan. 
The lesson seems to be that the opposition 
to particular policies counts for little when 
the policy is introduced, but that it may 
grow much stronger with the passage of 
time, especially if the predictions of those 
responsible for the measures are not 
promptly vindicated. The book leaves lit- 
tle doubt that, despite a number of re- 
actionary flarebacks, monetary policy and 
thought in this country have been perma- 
nently altered as a result of the experiences 
of recent years. C. R. WHITTLESEY 

Princeton University 
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SCHUMPETER, JosepH A. Business Cycles. 
Vol. I, pp. xvi, 448; Vol. II, pp. 449- 
1095. New York: McGraw-Hill Book 
Co., 1939. $10.00. 


Schumpeter’s long-expected treatise on 
business cycles proves a work so stupen- 
dous by the breadth and thoroughness of 
its theoretical, statistical, and historical 
research work that no single reviewer is 
able to appraise it duly. The present re- 
viewer must be content to give the reader 
a mere hint as to what Schumpeter in- 
tended to achieve in his new book. It is 
not designed as systematic analysis of the 
concepts or the statistical regularities elab- 
orated in the business-cycle research work 
of the last hundred years. Such concepts, 
eg., as “Say’s Law,” “oversaving,” and 
“displacement of labor,” are either not dis- 
cussed at all or only touched upon in dif- 
ferent parts of the book where the author’s 
own line of thought renders necessary the 
discussion not so much of the traditional 
concept but of the underlying facts. To 
give another example, no systematic analy- 
sis of the alleged regularities in the sun- 
spot-crop business-cycle correlation, or of 
the lag relation between speculation, busi- 
ness, and interest rate, can be found. The 
aim of the book is to prove empirically the 
theory of economic development which 
Schumpeter expounded twenty-eight years 
ago in the brilliant work of his youth. 
(An English edition of Theory of Eco- 
nomic Development was published in 1934 
in the Harvard Economic Studies.) The 
key position in Schumpeter’s pattern is 
assigned to the dynamic type of entre- 
preneur who originates technical innova- 
tions and stimulates their introduction by 
his less original fellow entrepreneurs in the 
same or related fields (“prosperity”). The 
process of credit expansion which is the 
main vehicle of this outburst of entre- 
preneur activity creates a secondary wave 
of business activity and speculation over 
the whole system. The state of “reces- 
sion” which inevitably follows “prosperity” 
sets in as rising risk retards the spread of 
innovation and when dynamic profits are 
utilized to pay back bank credit (“auto- 
deflation”). Cycles can be accentuated 
and converted into “depression” by a sec- 
ondary wave of liquidation. It would af- 
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fect first only the speculative layer on the 
top of the genuine prosperity, but later 
might turn in a vicious spiral, blocking 
the natural forces which otherwise would 
terminate a mere recession. In this down- 
ward movement the financ:al “crisis” ap- 
pears more or less as an accident, rela- 
tively unimportant if compared with the 
fundamental wavelike movements; it could 
not serve as the reference date that marks 
the end of one cycle and the beginning of 
another. 

Even apart from the influence of ex- 
ternal factors, the significance of which is 
not denied by Schumpeter, the theoretical 
picture of the cycle gives no argument for 
strict periodicity, and little basis for fore- 
casting the immediate future. In Schum- 
peter’s new work the theoretical pattern is 
associated, in a purely empirical way, with 
a “three-cycle” pattern of statistical na- 
ture. Theoretically, there is an indefinite 
number of fluctuations present all the time, 
but to go beyond the hypothesis of three 
cycles of different length, su3erimposed on 
one another, is not considered fruitful. 
There are long waves of about fifty-five 
years (called “Kondratieffs” after their 
discoverer); superimposed on them, there 
are the famous “Juglar” business cycles 
(nine to ten years in length, six in one 
“Kondratieff”) and the shorter “‘Kitchins” 
(a little more than three years, three in a 
“Juglar”). The reader would look in vain, 
however, for a chart of the ‘“Kondratieffs,” 
the “Juglars,” and the “Ki-chins”: none 
of the three cycles can be r2presented by 
a single characteristic series, because what 
fluctuates is basically not prices or produc- 
tion, nor even “business activity” (in 
which, nevertheless, the three waves may 
be visible), but the frequency of innova- 
tions. 

The empirical verification is conducted 
on two lines: First, there are two hundred 
pages of “Historical Outlines,” interpret- 
ing, on the basis of an immense emount of 
material, the economic history of the last 
150 years as history of the rise and propa- 
gation of innovation. The second ap- 
proach, a statistical analysis of the various 
economic magnitudes like prices, output, 
income, and interest rate, throws into 
relief the three basic cycles in which, 
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according to the preceding historical in- 
vestigation, zechnical innovations express 
themselves. 

If the reviewer is asked how far this 
grandiose attempt at verification has suc- 
ceeded in convincing him, he finds him- 
self in a difficult situation: On the one 
hand he always has been, in principal, an 
adherent of Schumpeter’s theory of eco- 
nomic development, as far as it is based 
on innovation as a condition of “expan- 
sion”; moreover, he recognizes that not 
much depends on whether the interest rate 
mechanism (which could stop “‘auto-defla- 
tion”) is introduced in the basic model (as 
the reviewer would prefer) or only later, 
as a “brake,” in a second approximation. 
On the other hand, the methodological dif- 
ficulties for proving rigorously historical 
causality are so great that even the im- 
mense material of the “Historical Our- 
lines” probably would have failed to 
convince the reviewer had he not been 
convinced before. As to the statistical 
analysis of the different fields, the reviewer 
is willing to grant that there exist: (1) 
eras oi intensive innovation establishing 
“Kondratieffs”; (2) shorter business cy- 
cles within an era, which, before the war, 
were due mainly to the defects of the 
credit system and the equilibreting appara- 
tus; and (3) shorter and less conspicuous 
waves of production and prices caused, in 
the reviewer's opinion, mainly by the tend- 
ency of replacement to be concentrated in 
the periods of an incipient prize rise. But 
since the numerous exceptions, “disap- 
pointments,” and “external disturbances” 
render the use of the three-cycle doctrine 
for prognostication extremely difficult, the 
reviewer enjoyed much more the brilliant 
theoretical introductions to the different 
chapters (as price levels, interest rates, 
and central market), and he sometimes 
suspects that Schumpeter, <o0, enjoyed 
them more. Moreover, the extensive dis- 
cussion of the postwar development in the 
last 350 peges of the book shows, in the 
reviewer's opinion, an important methodo- 
logical feature; whenever sucfiicient mate- 
rial is available, the Mecca of business- 
cycle research work lies less in the 
statistical elaboration of cycle regularities 
than in elucidating the co-operation of the 
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different mechanisms which represent the 
framework of the economic system, and 
in appraising quantitatively the forces be- 
hind the mechanisms. 

But it is just the changes in approach 
that make the book so fascinating: tnat it 
does not follow exclusively one line, that 
pure economic theory serves empirical de- 
scription, and that statistical regularities 
emanate from the maze of historical coin- 
cidence. It will always be a marvel that 
such a book could be written by one man. 

Hans NEISSER 

University of Pennsylvania 


SmarH, Encar Lawrence. Tides in the 
Affairs of Men. Pp.x,178. New York: 
The Macmillan Co., 1939. $2.00. 


Father Divine, the circumlocutory but 
astute little Negro leader of Harlem, is 
said recently to have explained his powers 
over his more or less superstitious follow- 
ers, and to have excused the stumbling of 
his enemies, as follows: “The cosmic forces 
of nature, they work in harmony with me; 
and . . . work in conflict with those that 
are in the extreme opposite of me.” The 
prosaic business man who has just “lost his 
shirt” in the market need no longer blame 
his own cupidity; he, like Father Divine’s 
enemies, may salve the vanity of himself 
and his fellows on cosmic grounds. And 
for support he need not go back to Jevons, 
but may marshal a respectable volume of 
current literature! 

The present undertaking by the author 
of the well-known Common Stocks as Long 
Term Investments and the less known 
Bankers’ Gold is another in that expanding 
literature which seeks causes for economic 
fluctuations outside mere man-made insti- 
tutions. It confines attention primerily to 
effects upon the security markets. But in 
pursuing his studies Mr. Smith dips not 
alone into economic theory but into medi- 
cine, geography, astronomy, and psychol- 
ogy as well, and draws excerpts or ex- 
amples from Hippocrates to Jevons tc 
Huntington to Mitchell to Stetson to King. 

As to the nature of the ultramundane 
phenomenon that may provide the missing 
link in stock-market analysis, the author is 
at first slightly mysterious. He presents 
tables correlating market activity with such 
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meteorological data as rainfall and baro- 
metric changes, but cautions that “we shall 
fnd ourselves confronted with facts that 
suggest forces more remote than the 
weather itself; forces that in themselves 
influence the kind of weather prevailing” 
(p. 29). Apparently solar activity is that 
more basic factor, but not in the limited 
sense of sunspot cycles, at least “as they 
are at present reported? (p. 28). Then 
follows, with refinements, the familiar ar- 
gument that periodic or other changes in 
solar or other activity bring about changes 
in mass psychology and outlook, and hence 
react upon economic institutions. 

The author’s thesis is one that will be 
looked upon with skepticism by many 
readers; but in fairness to him, it must be 
said that it is presented with reason and 
restraint. He apparently is sufficiently 
convinced of its value to suggest a sub- 
division of economic theory to be known 
as “solar economics” (p. 127); at the same 
time, he does not rule out the influence 
exerted by financial, political, and similar 
factors. Nor does he make extravagant 
claims as to any immediate worth in mar- 
ket prognostication of his meteorological 
and solar correlations, specifically warning 
against their present use as guides to spec- 
ulation (p. 130). He does ask for further 
study, and with that, few will quarrel. 

CorLIss LLOYD PARRY 

New Canaan, Connecticut 


Reppaway, W. B. The Economics of a 
Declining Population. Pp. 270. New 
York: The Macmillan Co., 1939. $2.50. 


The economic world has been startled in 
recent years by a variety of first reactions 
to the approaching cessation of population 
growth and probable subsequent decrease 
in Western European nations and the 
United States. “Discussions on this mat- 
ter show,” as Mr. Reddaway observes, “a 
tendency to waver between assertions 
based solely on a consideration of demand 
(‘A falling population will be disastrous 
because it will mean a decreased market’) 
and those based solely on a consideration 
of supply (‘fewer people seeking jobs’).” 
Even at the more sophisticated level, 
where attention is directed to such matters 
as the ratio of productive to total popula- 


207 


tion, or the rate of capital outlay, most of 
the discussion has centered on points 
which Mr. Reddaway sets forth briefly un- 
der the rubric, “The obvious answer seems 
to be... (Any teacher of economics can 
verify this fact by leading his first-year 
students to this stage, and esking them to 
continue),” before he em>arks on the 
treatment of limiting factors and counter 
effects. 

It is, therefore, refreshing to discover 
this painstaking, balanced analysis of the 
economic effects of expected population 
change in England, and by implication in 
other countries where the situation is com- 
parable in large part. The results turn out 
to be less startling than often imagined, 
but by no means negligible. 

The demographic presentation is based 
on a critical use of available population 
estimates, chiefly those by Charles. At 
this point the exposition is very elemen- 
tary, but reasonable and adequate for the 
purposes at hand. American students 
should note that one set of factors which 
is of major importance in this country 
though only a minor consideration in Eng- 
land, namely, regional differzntials in re- 
productivity, economic status, and migra- 
tion, is not taken into accoun:. 

The main conclusions of zhe economic 
treatment may be sketched as follows. 
The cessation of population growth will 
almost certainly tend toward the increase 
of particular (frictiona.) unemployment, 
and will bring an added threat to recurrent 
slumps and general uremployment, but 
will contribute positively to increase in per 
capita income—unless all economic prog- 
ress is swamped by general uremployment, 
which, the writer is convinced, will not be 
the case if an intelligent putlic policy is 
consistently followed. It is pointed out, 
however, that the major effects of expected 
population change simply parallel and do 
intensify the expected effects of continued 
technical progress. Mr. Recdaway’s ex- 
position of the implications of this analysis 
for economic policy in general and fiscal 
policy in particular is, in the judgment of 
this reviewer, both very imaginative and 
very sound. The implications for popula- 
tion policy, directed against a trend toward 
too rapid population decrease (the “pessi- 
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mistic nightmare” of Charles’s third hy- 
pothesis), are equally sane and construc- 
tive. 

In addition to its breadth and balance, 
the beauty cf this book is its treatment of 
detail: the effect of population decline on 
juvenile wages, education, residential con- 
struction (the outlook is not nearly so 
gloomy as often portrayed), the cost of 
old-age pensions (the influence of changing 
age distribution in the matter will be offset 
in large part by its parallel influence on 
volume of inheritance tax receipts, if cur- 
rent English rates remain unchanged), in- 
ternational trade (zhe absolute necessity of 
overseas trade for England will be de- 
creased, but its possible advantages en- 
hanced), ard so forth. The account is 
closely reasoned, but couched in a pleas- 
ant, conversational style. 

Frank LORIMER 

American University 


Peart, RAYMOND. The Natura! History 


of Population. Pp. xi, 416. New 
York: Oxford University Press, 1939. 
$3.50, 


FAIRCHILD, Henry Pratt. People: The 
Quantity and Quality of Populction. Pp. 


315. New York: Henry Holt & Co., 
1939. Trade ed. $3.00; school ed. 
$2.25. 


Professor Pearl’s volume treats of the 
differences in fertility between individuals 
and groups of human beings in relationship 
to the general population problem. The 
author discusses them from the biological, 
social, ecoromic, and psychological aspects 
of the question. He is particularly con- 
cerned in this bock with the decline of the 
birth rate throughout the world and with 
class differential fecundity. Naturally, the 
question of the effectiveness of contracep- 
tion is in the center of the discussion, and 
he concludes that contraception is exag- 
gerated as a factor in the fluctuation in the 
size of tke world population. For this 
reason, Raymond Pearl employs his stud- 
ies of contraception in American cities. In 
his last chapter he speculates with the so- 
cial and economic consequences of the 
world population trends, and concludes 
with remarks on population density in re- 


lation to war. 
Ed 
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This book is of the usually high scien- 
tific merit which is typical of Professor 
Raymond Pearl’s population studies. To 
the reviewer, the most significant aspect of 
the autkor’s Natural History of Population 
is its exhaustive analysis of the detailed 
individual reproductive life histories of 
about thirty thousand city-dwelling Ameri- 
can women. The thoroughness of the 
study is further evidenced by the book’s 
splendid bibliography of about seven hun- 
dred titles. 

What also interested the reviewer was 
the author’s presentation of the world pop- 
ulation problem which he draws from his 
studies of the fecundity of American city 
women. He describes a world population 
picture which is very alarming. Nine na- 
tions having 23 per cent of the world’s 
population, themselves living on only 14 
per cent of its total land area, control 66 
per cent of all the land in the world and, 
in greater or less degree, the political life 
of 57 per cent of all human beings. The 
world population is ever mounting. It has 
already reached the two-billion mark. But 
the world food supply is slowly diminish- 
ing. Professor Pearl compares man’s 
struggle for existence with that of the 
other animals that inhabit the earth. The 
author offers no solution for the problem 
but merely presents the hopeful thought 
that man is more adaptable to environment 
than other animals. 

H. P. Fairchild’s book People is like 
Pearl’s Natural History of Population in 
one respect and unlike it in another. Thev 
are alike in that they both portray the 
gravity of the problem of the quality and 
the quantity of the American population. 
They are unlike because Fairchild’s People 
is a popularization of the best and most re- 
cent facts and figures of the question, 
whereas Pearl’s Natural History of Popu- 
lation is a scientific contribution to the 
subject. Neither of these remarks is 
meant to be derogatory. The books are 
intended to serve entirely different func- 
tions. 

Fairchild presents in a delightful style 
an account of human genetics and then 
passes on to a study of population density. 
He divides the problem into one of quar- 
tity and quality. In regard to the former, 
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he leaves the reader at sea as to whether 
he believes the world is suffering from 
overpopulation or underproduction. In re- 
gard to the latter, he advocates a program 
of positive and negative eugenics. 
J. H. LANDMAN 
The College of the City of New York 


Lrvety, C. E., and Conran TAEUBER. Ru- 
ral Migration in the United States. Pp. 
xxi, 192. Washington: Works Progress 
Administration, 1939. 


The access which these two authors had 
to the resources of Jack Woofter’s former 
rural research bureau in the W.P.A. and to 
many census maps and materials not yet 
available to the general reader, along with 
their ability to grasp and to summarize co- 
herently the essential elements of the prob- 
lem, makes this thoughtful monograph the 
best and most complete picture of the 
movements of the rural population of the 
United States that has been published to 
date. The seven chapters summarize rural 
population movements before and after 
1930, the relation of rural migration (be- 
tween districts and between city and coun- 
try) to the American areas of high and 
low birth rates, and its relation to selective 
socio-economic factors, such as mechaniza- 
tion of agriculture, quality of land, agri- 
cultural income, rural education, plans of 
living, distances to cities, relief rates, and 
other objective as well as subjective fac- 
tors. This is followed by an analysis of 

.many of the finer details of rural migra- 
tion and of the migrants in selected areas. 
The concluding chapter gives a significant 
and thoughtful analysis of the problem in 
relation to national planning. An appendix 
gives many important supplementary ta- 
bles, a methodological note, and a good 
selected bibliography. 

Among the many outstanding ideas es- 
tablished by this monograph, particular at- 
tention may be called to the following: (1) 
The decline in density of the population on 
the good lands of the United States set in 
early after settlement, so that the relative 
increase in the proportion of the popula- 
tion on the poor lands which has taken 
place in recent years was, like many other 
depression changes, but a continuance of 
former trends at an increasing rate. (2) 
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The increase in the rural p>pulation after 
1930, in so far as it was due to a greater 
retum migration from the cizy to the coun- 
try districts than the reverse, was chiefly 
around the industrial cities. (3) The in- 
creased concentration of population in the 
so-called poor-land areas 2therwise was 
due to the slackening of migration away 
in the face of the relatively heavy birth 
rates in these regions. 

This monograph merits a place in the 
library of everyone who has the slightest 
scientific interest in the problems of Amer- 
ican population. A short review cannot 
begin to summarize its important contribu- 
tions. 

CARLE C. ZIMMERMAN 

Harvard University 


WIJE, J. VAN DER. Inkomens- en Vermo- 
gensverdeling. Pp. xv, 295. Haarlem: 
De Erven F. Bohn N. V., 1939. G. 2.50. 


In this Volume No. 26 of the Nether- 
lands Economic Institute, the author sur- 
veys the data on the distribution of in- 
comes and wealth, and prcceeds to the 
formulation of laws of distritution reduced 
to mathematical formulae. His analysis 
begins with a consideration o? Pareto’s law 
and the criticism to which <his empirical 
law has been subjected by von Bortkie- 
wicz, Shirras, Macaulay, anc others. By 
introducing the concepts of “psychic in- 
come” and “psychic wealth,” the author 
attempts to provide a rational explanation 
for the observed regularity in the division 
of the social income, of which the Pareto 
formula has been held to be an expression. 
He formulates a more general law of dis- 
tribution, based upon the hypothesis that 
the distribution of psychic income occurs 
according to the normal curve of prob- 
ability, and the further hypothesis that 
psychic income and money income are 
connected by a fixed mathematical rela- 
tionship. It should be noted that the au- 
thor insists on drawing a distinction be- 
tween his definition of psychic income and 
that of others employing this concept; he 
means by it the average evaluation of a 
certain income by the group cf individuals 
enjoying such an income, and not the sub- 
jective value attached by one person to his 
personal income. Defining “the poor” as 
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persons with a negative psychic income, 
he arrives at the following fundamental 
law concerning the division of the social 
income: The poor constitute one-half of 
the populaticn. 

The author also examines the question 
whether the concentration of incomes 
tends to increase or decrease. In the light 
of his own calculations and those of others, 
he concludes that industrialization is gen- 
erally attended by increasing concentration 
of incomes, though defects in the methods 
and formulae employed do not always per- 
mit a clear-cut answer to be given. This 
part of the analysis is associated with 
speculations about the validity of the 
Marxist thesis of increasing misery. 

The volume is notable not only for the 
technical facility with which the mathe- 
matical parts of the subject matter are 
dealt with, and its critique of the work of 
others, like Gibrat, in this field, but also 
for the attempt to relate its formal mathe- 
matical-statistical conclusions to certain 
types of social and economic theory. At 
the end of the boox is a five-page summary 
in English of the essential ponts in each 
chapter. 

Max GIDEONSE 

Rutgers University 


STRAYER, PAUL J. The Taxation of Small 
Incomes. Pp. viii, 210. New York: 
Ronald Press Co., 1939. $3.00. 


Proposals to extend the present personal 
income taxes to small incomes are begin- 
ning to attract public attention. For years 
Senator LaFollette has been urging a sub- 
stantial lowering of the personal exemp- 
tions of the Federal income tax as a means 
of bringing small incomes within its scope. 
More recently organizations of business 
men have segun to advocate this step on 
the ground that it would promote tax con- 
sciousness among the recipients of small 
incomes and an appreciation on their part 
of the importance of the exercise of econ- 
omy by the government in its spending. 
Consumer groups have joined the cam- 
paign against “hidden taxes” and have lent 
their support to the proposals to substitute 
direct levies therefor. The appearance of 
Dr. Strayer’s book, under these circum- 
stances, is extremely timely. 
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Dr. Strayer analyzes the issues involved 
in the proposal to lower the personal ex- 
emptions under the Federal income tax, 
under four main heads: fiscal, social (or 
ethical), political, and administrative. 
“The fiscal productivity of the proposed 
step,” he says, “while commonly exag- 
gerated, would be very substantial.” A 
cut of the personal exemption by one-half 
would produce, depending on the size of 
the national income, from $200,000,000 to 
$500,000,000 of additional revenue. About 
one-half of this amount, however, would 
be obtained from incomes above the pres- 
ent exemption level, for the lowering of 
the exemption would result in the subjec- 
tion of the latter incomes to higher rates 
of taxation. 

“The strongest point in favor of the use 
of the cirect tax on small incomes,” in the 
opinion of the writer, is “the gain in equity 
that could be achieved should the tax be 
used as an alternative to the existing [in- 
direct] levies on the small man” By the 
“gain in equity” he means the possibility 
of bringing about the complete exemption 
from taxation of the so-called “subsistence 
incomes.” The author fails, however, to 
develop in a convincing way the ethical, 
political, and economic justification for 
such complete exemption. 

The author does not fully accept the 
argument that it is desirable to promote 
“tax consciousness” among the population. 
He points out the fact that in Great Brit- 
ain, at least, there is no evidence “that the 
effects of the tax consciousness induced by 
lower exemptions have been favorable.” 
Instead of promoting economy, this induc- 
tion of tax consciousness [there],” says 
the writer, “has merely made it easier to 
place heavy burdens on the middle and up- 
per brackets.” The British experience sug- 
gests that the practical effects of this ex- 
pedient “are not at all what the average 
American believes them to be.” 

“The greatest limitation to the cevelop- 
ment of the direct taxation of the small 
incomes,” in the opinion of the writer, “is 
believed to be difficulties of administra- 
tion.” The lowering of the exemptions 
would increase greatly the costs of collec- 
tion of the income tax and the extent of 
evasions practiced thereunder. Especially 
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difficult would be the administration of the 
tax in agricultural states The author con- 
cludes that “the wisest policy to follow in 
the future would be one of lowering the 
exemption of the Federal income tax to 
the level of $2,000 for the head of a fam- 
ily, $800 for a single person, and $300 for 
each dependent,” and of repealing existing 
excises to the extent of the amount of 
revenue which the latter change can be 
expected to produce. As the requisite ad- 
ministrative experience is developed, fur- 
ther reductions in personal exemption may 
be introduced. 

The book is written in an unusually clear 
style and constitutes a valuable contribu- 
tion to the discussion of an important pub- 
lic issue in American taxation. 

PAUL STUDENSKI 

New York University 


Key, V. O, JR., and Winston W. CROUCH. 
The Initiative and the Referendum in 
California. Pp. viii + 423-598. Berke- 
ley: University of California Press, 1939. 
$1.75. 


This study evaluates California’s twenty- 
five years of experience with the initiative 
and referendum, and constitutes an impor- 
tant contribution. Similar studies should 
be made in other states. The first of the 
eleven chapters fully summarizes the cam- 
paign leading to the eventual adoption of 
these measures in 1911, including a brief 
history of the progressive movement. The 
text is supported by twenty tables and four 
appendices. 

The conservatism of the electorate is in- 
dicated in that only sixteen of the fifty-five 
initiative constitutional amendments sub- 
mitted were approved, only eleven of the 
thirty-eight initiative statutes, and only ten 
of the twenty-seven referendum statutes. 

The monograph indicates that proposi- 
tions drastically affecting economic or po- 
litical groups have usually failed; that 
measures effecting governmental proce- 
dures resisted by officeholders or inertia 
have frequently succeeded; that measures 
benefiting special interests, especially when 
attempting inept deception, have usually 
failed; and that successful measures have 
usually been well drawn. 

The authors suggest that among the 
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greatest benefits are the protest, the agita- 
tion, and the educational values to the 
electorate, and that the struggle between 
liberals and conservatives over these de- 
vices “appears to have been over a symbol 
rather than a reality,” as neither group has 
been seriously injured or helped. They 
quote the Transactions of the Common- 
wealth Club of California: “On the whole, 
the people seem to have acted with just 
about the same degree of democracy, dis- 
cernment, devotion to the public welfare, 
and desultoriness of purpose as the average 
legislature.” 

The authors praise the California system 
of preventing the legislature from ever 
changing laws enacted by initiative. The 
number of such laws is growing, and may 
seriously hamper future legislatures. The 
referendum should certainly be sufficient 
safeguard, without adding this millstone. 

At times the authors lose themselves in 
details and neglect such important matters 
as an evaluation of the official publicity 
pamphlets. Fourteen pages are devoted to 
the petitions, and only five to “Campaign 
Organizations and Methods”; and the pro- 
fessional campaign agencies, retained year 
after year by various interests, are com- 
pletely overlooked. On the whole, too 
much reliance has been placed on pub- 
lished records, and not enough on field 
examination. 

Recent events shed additional light on 
the relative responsibility of representative 
government versus direct legislation. The 
“Ham and Eggs” pension plan initiative 
has been twice defeated, the last time by 
a two-to-one majority. In contrast, Cali- 
fornia’s Congressmen, subjected to similar 
organized pressure, last June in Congress 
voted sixteen to four in favor of the bill 
to enact the Townsend plan! 

Henry W. WIENS 

Evanston, Il. 


Wiiams, J. Kerwin. Grants-in-Aid un- 
der the Public Works Administration. 
Pp. 292. New York: Columbia Univer- 
sity Press, 1939. $3.75. 

This book presents a careful, well-writ- 
ten account of the Public Works Admin- 
istration from its inception in 1933 until 
May 1939. During most of this period 
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Dr. Williams has resided in Washington 
and has enjoyed unusual facilities for 
study of the actual administrative prob- 
Jems of the P.W.A. The study deals with 
grants-in-aid to state and local govern- 
ments, though passing attention is given 
to the lending activities of the P.W.A. 

The P.W.A. grants to state and local 
units are a significant new form of Fed- 
eral aid, eclipsing in size all the older 
grants except that for highways. The ex- 
tent of the grants is staggering, even in 
these days of ready discussion of Federal 
expenditures in terms of billions of dollars. 
By the enc of 1938 the grants and loans 
to state and local units totaled $2,395,009,- 
000. Also impressive is the fact that only 
three of the three thousand odd counties in 
the country had failed to secure grants 
under the P.W.A. The P.W.A. grants dif- 
fer very materially from the older forms 
of Federal aid. They have been admin- 
istered without any definite division or al- 
location of quotes to the several states, 
though the Federal officials have. in pass- 
ing upon the applications from the several 
states, kept a check upon the total alloca- 
tions to each state, and have given priority 
to states which were behind in proportion 
to population and relief load. The author 
at the close of the book recommends the 
fixing of maximum quotas with equal 
weight to population and unemployment. 

Another unusual feature of P.W.A. 
grants is that they have been made directly 
by the Federal agency to local units of 
governments. This has greatly increased 
the direct relations between the Federal 
Government and municipalities. 

The chapter upon organizational prob- 
lems gives an interesting case study of the 
rapid building of the Federal organization, 
the use of various advisory boards and 
committees—frequently which did not 
work—and the problem of centralization 
and decentralization within the agency. In 
1935, after serious delays had been en- 
countered in the first two years of the or- 
ganization, a policy of deconcen-ration was 
adopted, and the state offices were strength- 
ened and given much wider discretion. As 
the writer points out, it is by no means 
certain that deconcentration would have 


succeeded if it had been undertaken ear- 


THE Annats or THE American ACADEMY 


lier. The size of the organization at its 
peak in 1937—containing 11,000 employ- 
ees, of which 1,000 were engineers, 800 
auditors and accountants, and 170 attor- 
neys—is indeed striking. It is indicative 
of the great effort which was made to ad- 
minister the grants with care, and to avoid 
waste and scandals. Although figures are 
not at hand, one may hazard a guess that 
the W.P.A. staff, administering much larger 
sums, was materially smaller, and that the 
staff of the Bureau of Public Roads is also 
small in comparison. 

Dr. Williams praises the administration 
of P.W.A., stating: “Looked at as a whole, 
the agency operated well. The key per- 
sonnel were on the whole of high caliber; 
the P.W.A. maintained a marked degree of 
freedom from partisan politics . . . gen- 
erally conceded to have functioned without 
waste or inefficiency.” She recommends 
that it be made a permanent agency in 
charge both of lending to local govern- 
ments for public works and of making 
grants, 

The author does not undertake to de- 
fend the “pump-priming” theory involved 
in the use of public works as a means of 
increasing employment, saying that is a 
matter for economists to dispute. One as- 
sumption of the volume which the re- 
viewer would question is the wisdom of 
Federal aid for public works, on a con- 
tinuing basis,. apart from Federal aid for 
governmental functions of states and local 
units. There is greater justification, in the 
reviewer's opinion, for Federal aid for gov- 
ernmental services than for the construc- 
tion of public works, and he is doubtful 
whether, in the long run, it is wise to ad- 
minister Federal aid for public works apart 
from functional aid. 

Josep P. Harris 

University of California, Berkeley 


ZINK, HaroLtp. Government of Cities in 
the United States. Pp. xii, 636. New 
York: The Macmillan Co., 1939. $3.50. 
Harold Zink is best known for his ad- 

mirable study of city bosses. It was the | 

first of its kind. Bryce and Steffens and 
scores of journalists had, to be sure, ex- 
tensively described local political machines 
and their leading figures; but Zink was 
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the first to apply the methods developed 
by Merriam and Munro to the problem of 
local political leadership. Now that Pro- 
fessor Zink has produced a textbook in 
city government, one may expect from him 
a lively, realistic account of the entire sub- 
ject of city government. In this expecta- 
tion we are not disappointed. Fully half 
of his work is devoted to mumicipal poli- 
tics and other matters generally regarded 
as “government” rather than “administra- 
tion.” There are chapters on corruption, 
graft, electoral abuses, and pressure groups. 
These are problems that recent works of 
high scholarship have either ignored or 
underemphasized, probably because they 
were more concerned about establishing 
standards of administrative behavior than 
they were about establishing criteria of 
political conduct on the part of citizens. 
If political scientists do not dedicate their 
energies and intelligence to this latter prob- 
lem, someone else will do it—probably 
someone not qualified by learning or point 
of view to perform the task honestly and 
well. I am glad to see that Zink under- 
stands the importance of making courses 
in city government courses in effective citi- 
zenship as well. 

As to whether Zink achieves this aim, 
there may be some question. A careful 
study of his book convinces me that it is 
subject to a defect that is common to all 
Studies (including my own) that treat of 
realistic politics. It tends to make some 
enemies of good government seem attrac- 
tive and engaging fellows. On the other 
hand, if this book is used as an intro- 
ductory text in a course of municipal gov- 
ernment and is followed by more highly 
detailed and sophisticated studies, it will 
undoubtedly attract the attention of people 
who would be repelled by sturdier legalistic 
and technical treatises. The same judg- 
ment applies to the possible use of the 
book in adult study groups. 

Assuming that this text is designed to 
serve as an introduction to municipal gov- 
ernment, the sections on forms of govern- 
ment and administration are adequate; the 
illustrations of principles are well chosen; 
and the expression of opinion by the au- 
thor is held down to a minimum. Both 
graduate and undergraduate students to 


213 


whom I submitted the bcoz for critical 
comment enjoyed the introductory chap- 
ters. They were impressed by the con- 
cluding chapters, which discuss the 
problem of better city government, but 
regarded the project in municipal meas- 
urement in the appendix wich some mis- 
givings. Many of the questions in the 
schedule of items found there cannot be 
satisfactorily answered. For example: 
What is the caliber of the precinct com- 
mitteemen? What is the background of 
the mayor? Are the ballozs reasonably 
short? Does the city have an adequate 
plan? Naturally, it would be necessary 
to make these and similar questions much 
more precise; and this is a job each 
teacher or group leader wculd have to 
perform. 

On the whole, this is a book that is sim- 
ply written, appropriately annotated, ex- 
cellently planned, and superbly manufac- 
tured—as are all the recent textbooks 
bearing the Macmillan imprint. It should 
be widely used by all schools and other 
institutions having limited library facilities. 
In future editions, I would suggest a sum- 
mary at the end of each chapter, and a 
sharper analysis of the problems of politi- 
cal leadership and citizen action. 

Roy V. PEEL 

Indiana University 


Mock, James R., and CEDRIC Larson. 
Words that Won the War. Pp. xvi, 372. 
Princeton: Princeton University Press, 
1939. $3.75. 


As ever more interest grcups operate 
through the increasing channels of com- 
munication, special pleading by means of 
advertising, publicity, and propaganda pro- 
liferates. As yet, there is an art but not 
a science of propaganda. It is well that 
the literate public should be provided with 
numerous portrayals of that art The files 
of the Committee on Public Information 
have recently been transferred to The Na- 
tional Archives in Washington. Mr. Mock 
and Mr. Larson surveyed these files, which 
consist of 180 cubic feet of -ecords, and 
then wrote Words that Won the War. 
There is no doubt that the authors have 
contributed a historical work of impor- 
tance. It is less clear that they have added 
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greatly to our knowledge of the propa- 
ganda process and the methods of propa- 
ganda analysis. But the volume is a nota- 
ble contribution to a literature which is all 
too scant. 

The book is a well-organized descriptive 
account of the activities of the Committee 
on Public Information. The euthors de- 
clare that the Committee was “a social in- 
novation brilliantly conceived and in many 
ways brilliantly executed” (p. 338). Cer- 
tainly Mr. George Creel, director of the 
Committee on Public Information, should 
be pleased with this vindication of his 
craftsmanship. But, despite the authors’ 
commendation of the ways in which Mr. 
Creel used his vast authority, their record 
of the activities of the Committee illus- 
trates all too clearly how censorship ex- 
pands and regulations increase. They con- 
clude that “by the time of the Armistice 
the government’s potential control of the 
press was nearly complete” (p. 77). How- 
ever, the authors quite properly stress the 
fact that the majority of those who were 
controlled acceded to the numerous regu- 
lations without serious objection. Aldous 
Huxley has said, “The propagandist is a 
man who canalizes an already existing 
stream. In a land where there is no water 
he digs in vain.” This book indicates how 
the Committee on Public Information 
canalized a mighty torrent. 

The authors should be censured for the 
somewhat melodramatic title which they 
have chosen for a scholarly work. That 
they recognize and state that “words” did 
not “win the wer” does not mizigate the 
wrong which they have done in perpetrat- 
ing this title. In these critical times it is 
very important that propaganda should be 
popularly discussed, but not under cap- 
tions which are emotion-arousing. 

The scope of this book is wid2, but the 
book is well organized and well integrated. 
In the opening chapters the authors survey 
the scene in which the Creel Committee 
was formed. Chapters 4 to 9 provide de- 
scriptive accounts of the activities of the 
Committee in its contacts with and or- 
ganization of the press, four-minute speak- 
ers, pamphleteering, labor, and the foreign 
born. The authors conclude that news- 
paper relations were good for the most 
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part; that motion picture propaganda was 
amazingly successful; that pamphleteering 
was effective in the schools, but perhaps 
overly scholarly for the masses; and that 
the Committee on Public Information was 
not used to threaten labor. Chapters 10 
to 15 deal with the activities of the Com- 
mittee in the attempt to influence the en- 
emy, the Allies, neutrals, Russians, and 
Mexicens. The concluding chapter dis- 
cusses the effect which the work of the 
Committee may have on future govern- 
mental publicity in wartime. 

In all surveys of a mass of documentary 
material the reader is baffled by the meth- 
ods of selection used by the authors. 
What records exist, how many documents 
are there and of what kinds, and why have 
the selections been made? A more ex- 
plicit appendix to this book would be help- 
ful. A reader with a penchant for quanti- 
tative material will find relatively little to 
satisfy his demand that he be told how 
much of this and that type of propaganda 
material was circulated. Perhaps the rec- 
ords do not tell, In so far as possible, a 
more elaborate compilation of such mate- 
rial would be desirable. As the authors 
have made such an excellent general sur- 
vey of the documents of the Committee on 
Public Information, the reader may hope 
that Messrs. Mock and Larson will col- 
laborate on a series of monographs in 
which they will display further details 

The book is obviously timely. It is well 
written. It is to be hoped that many lay- 
men as well as scholars will peruse its 
pages and ponder on its implications. 

WILLIAM ALBIG 

University of Illinois 


SALVEMINI, GAETANO. Historian and Sci- 
entist, Pp. viii, 203. Cambridge, 
Mass.: Harvard University Press, 1939. 
$1.75. 

The substance of this volume was de- 
livered as a series of lectures at the Uni- 
versity of Chicago in December 1938. In 
style it is informal and colloquial, but in 
substance it is an appeal for common sense 
and sanity in the social sciences. 

The thesis of the volume is that the 30- 
cial sciences can and must open up to the 
community fresh opportunities for further- 
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ing justice, well-being, and happiness. Dis- 
interested intellectual work is of course the 
finest privilege of the scientist and scholar, 
but the community which pays the costs 
does not provide this opportunity for spir- 
itual adventure from motives of disin- 
terested benevolence, but because it ex- 
pects practical utility from the work. The 
fate of the social sciences depends upon 
the continuation of that expectation. 

The practical utility of the social sci- 
ences depends upon their ability to dis- 
cover the laws of social life. To attain 
this goal, social scientists must, like their 
colleagues in physical science, rely upon 
factual research, but they must also real- 
ize that there exists a fundamental differ- 
ence between the two fields. “Among the 
facts of the physical world there exists no 
link analogous to that purposiveness which, 
in human events, links effects to causes. 
The brick which by falling from a roof 
kills a man had no intention of killing its 
victim. Had the victim been killed by a 
fellow man, there would have been more 
than the mere death; there would have 
been the intention of killing. In human 
activities the cause is not only the indis- 
pensable antecedent, but also the intention 
which produced the event.” Without 
knowledge of the latter, the former is un- 
intelligible. 

From these differences in the facts there 
follow differences in research techniques. 
Experimentation and measurement are of 
limited application, and prevision is limited 
in extent. The social scientist would do 
well to forswear the standards of exactness 
of the physical sciences which are inappli- 
cable to his problems, and pursue goals 
which are realistically appropriate to his 
materials; for social laws partake less of 
the nature of mathematical formulae than 
of proverbs. “They are proverbs worked 
out with greater discrimination—that is to 
say, founded on experiences which have 
been more carefully ascertained. This is 
the task of all sciences: to prolong and 
bring to a higher degree of exactness and 
certitude the experiences of the common 
man.” 

That this may appear to leave the social 
scientists poor relations among their physi- 
cal science colleagues does not disturb our 
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author, for even poor relations may be of 
use, and inexact sciences of service. “A 
hatchet is not an instrument of precision, 
but it renders useful services, especially 
when wielded by a knowing hand.” 

Professor Salvemini's book is a “tract 
for the times.” But it will not be popu- 
lar among scholars devoted to a program 
of denaturing social facts in order to re- 
strict the social sciences to natural science 
concepts and techniques. 

Howarp E. JENSEN 
Duke University 


Murer, Perry. The New England Mind: 
The Seventeenth Century. Pp. xi, 528. 
New York: The Macmillan Co., 1939. 
$3.75, 


The twentieth-century conception that 
Puritanism was a system of austere moral- 
ity which ought to be avoided would have 
received a hearty condemnation from the 
founders of New England. True, morality 
was highly valued as an evidence of piety, 
but not as desirable in and of itself. To 
the Puritan, the central problem was the 
welding of piety and reason into a perma- 
nent partnership. Piety, in the tradition 
of Augustine, emphasized the sovereignty 
of God, the depravity of man, and the ir- 
resistibility of grace, but did not, as sec- 
taries maintained, render superfluous the 
exercise of the intellect, Had not the re- 
vival of learning ushered in the form of 
religion? Did not knowledge fortify faith 
and protect the believer from the delusions 
of weak minds? Therefore, the Puritan 
preserved the medieval alliance between 
faith and knowledge, purifying the former 
from the errors of popery, and, by reor- 
ganizing the seven liberal arts, rescuing the 
latter from the corruptions of scholasti- 
cism. This was accomplished through the 
use of the dialectic of Peter Ramus, a 
system of logic which was even more 
heretical to Aristotelians than was Protes- 
tantism to the Council of Trent. Accord- 
ing to this method of thought, Puritans 
asserted the objective reality of knowledge, 
identified the concept with the object per- 
ceived, and declared that knowledge existed 
for use—that learning should beget action. 
The exercise of human intelligence was 
held to be God’s way of promoting His 
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kingdom. In the course of time, reason 
supplanted faith as the guiding principle in 
life, creating zhe conviction that education 
would achieve everything usuelly attrib- 
uted to grace. 

Although transcendentalism was still far 
in the future, Puritan divines through the 
use of Ramist logic erected and expounded 
tke covenant of grace as a contract which 
assured the believer that God would grant 
him salvation. Covenant theology was 
considered as the perfect synthesis of piety 
and reason, for it provided its exponents 
with a weapon equally useful against Ar- 
minianism and antinomianism. Puritans 
were unalterably opposed to that type oi 
ezhical rationalism devoid of piety which 
was so characteristic of the Anglican Com- 
munion. Neither would Bay Colony lead- 
ers tolerate the uncontrolled piety that had 
not the indispensable balance cf right rea- 
son when it appeared in the all too active 
intellect of Mrs. Anne Hutchinson. Cove- 
nant theology was as logical as the dea- 
con’s one-horse shay, but, like the house 
built on sand, was dependent on a founda- 
tion which could not last. 

Professor Miller wisely chose first to ex- 
plain the thought categories and system of 
logic employed by the Puritans, with the 
result that his exposition of the content 
of their thinking becomes noz only more 
intelligible than hitherto, but also indica- 
tive of the gap between their mental proc- 
esses and those of modern Americans. All 
in all, this is a very distinguisted book and 
a major contribution to Colcnial and in- 
tellectual historical writing. 

CHARLES F. STRONG 

University of Chicago 


Wur, WaLamĮm ALLEN. The Changing 
West. Pp. vii, 144. New York: The 
Macmillan Co., 1939. $1.50. 


All of the United States was once West; 
but the course of development brought it 
about that a fraction of the states lost 
much of their West-ness to become the 
South as they fell within the clutches of 
the plantation system and cotton as a cash 
crop, and enother fraction, where industry 
challenged agriculture, became the East. 
Yet there remain some twenty-four states, 
half of all, lying roughly between Pitts- 
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burgh and the Pacific coast, in which the 
essential spirit of the West survives to a 
considerable degree. This is the West of 
Mr. White, about which he chants a doxol- 
ogy from Kansas, and concerning which in 
its present’ status no man alive has a bet- 
ter right to chant than he. “For the first 
time on earth,” he says, “in a new country 
liberty and literacy, the little white church 
beside the little red schoolhouse, set up 
their dominion.” It is the thesis of che 
Sage of Emporia that if democracy is to 
survive in the world or in our part of it, 
it must be because in this region built upon 
cheap land, free opportunity, literacy, and 
piety it has taken root and justified itself. 
He is not cocksure how survival will come 
about, but he believes it will. 

Mr. White’s analysis in these Harvard 
lectures will not be news in his West, for 
his West already accepts it, and the disci- 
ples of Frederick Jackson Turner have for 
a long generation been expounding it. But 
it ought to be required reading East and 
South, and wherever the interest in democ- 
racy is real. Mr. White, of his own ob- 
servation, has stated it better than have 
the scholars out of sources. His diagnosis 
of the Progressive Movement is perhaps 
the best in print. 

FREDERIC L. PAXSON 

University of California, Berkeley 


Hepces, James B. Building the Canadian 
West. Pp. vii, 422. New York: The 
Macmillan Co., 1939. $4.00. 

This is an excellent book on an excellent 
subject. The Canadian Pacific Railway 
was the last and greatest of the land-grant 
railways of North America. While land 
grants were made subsequently for railway 
construction in Canada, inevitebly the 
fashion in railway finance turned from 
land grants to cash subsidies, government 
construction, and government bond guar- 
antees. The very size of the Canadian 
Pacific grant and the period in which the 
railway operated necessitated that the land 
policy adopted by the railway should be 
one of colonization rather than mere liqui- 
dation for cash. Mr. Hedges has had the 
great advantage of a thorough knowledge 
of the railway and land-grant history of 
the United States. He has been alive to 
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the innumerable Canadian borrowings from 
United States experience and to the 
marked differences in Canadian policies. 
His background has been sufficiently wide, 
however, that he has been overimpressed 
by neither. 

In Canadian history, 1869, the year of 
the purchase from the Hudson Bay Com- 
pany of Rupert’s Land and the North 
West Territory, was as important as 1867, 
the year of Confederation. Both events 
were part of the same decision. It was to 
a marked degree the project of Western 
development which gave meaning to the 
union of the British American colonies. 
As events turned out, the successful win- 
ning of the West depended on the conquest 
of geographical difficulties. The first two 
requirements, dry-farming practice and 
early-maturing wheat, became apparent 
only through experience; but from the be- 
ginning, the construction of a railway was 
seen to be essential, and, indeed, it was 
part of a definite agreement under which 
British Columbia entered the union. 

In the United States, the use of land 
grants to stimulate railway construction 
was a general Federal policy open to all 
railways. In Canada, the land-grant policy 
was simply a special part of the Canadian 
Pacific Railway contract; only later was it 
to some extent generalized. The grant of 
25,000,000 acres was of land “fairly fit for 
settlement.” In contrast with the United 
States experience, the land was, therefore, 
not all in the railway belt, particularly 
since the C. P. R. decided to cross the arid 
part of the prairies. It was necessary to 
set up reservations far from the main line, 
and in some cases, in territory ultimately 
served by competing lines. Finally the 
remainder of the grant was taken in a 
single large block of arid land suitable for 
irrigation. 

The railway began with a wholly laud- 
able policy of selling land only to bona fide 
settlers and not to speculative companies. 
In this decision the emphasis was laid on 
the paramount importance of developing 
traffic in a region which was largely un- 
populated. For fifteen years after the 
signing of the contract, however, sales 
were very disappointing, and the Company 
then and subsequently was unable to avoid 
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the conflict between the needs of finance 
and the basis for future traffic. Extensive 
sales were made to colonization companies, 
partly to decentralize colonization efforts 
and partly to raise funds. 

After 1905 the sales of the Calgary of- 
fice became increasingly important, as the 
land of the northern reservation and of the 
irrigation block constituted the largest 
areas of vacant land. Here there was 
renewed emphasis on settlement rather 
than mere sale, and particular effort was 
devoted to get United States settlers who 
had experience in dry farming. In the 
postwar period from 1921 on, the Com- 
pany faced the serious difficulties of de- 
pression. Land prices fell from the high 
levels of 1920, and sales were correspond- 
ingly slow. Co-operating in postwar set- 
tlement policy, and endeavoring to pro- 
mote British immigration, the Company 
pushed experiments begun before the war 
in the sale of ready-made farms, and loan 
farms for those whose capital resources 
were slender. These policies were a credit 
to the careful plans and the high objectives 
of the Company, but under the circum- 
stances they proved far from successful. 
Throughout, however, the Company has 
maintained its original policy of attaching 
more importance to the traffic developed 
by successful settlers than to the sale 
price of the land. 

Mr. Hedges has written a definitive his- 
tory of an important and characteristic 
phase of a great epoch not merely in the 
history of North America but in the his- 
tory of the world. 

W. A. MACKINTOSH 

Queen’s University 


Ickes, Harop L. America’s House of 
Lords. Pp. xvi, 214. New York: Har- 
court, Brace and Co., 1939. $1.50. 


This small book is to be regarded more 
in the nature of a personal credo than as 
a contribution to the literature of social 
science. At the same time, its general sig- 
nificance is not to be underestimated, for 
it is a pointed and trenchant commentarv 
on the state of the press in this country. 
The treatment is by no means exhaustive 
or fully systematized, but for these defi- 
ciencies there are compensations in the 
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gusto with which Secretary Ickes puts his 
materials together and in the sharpness 
with which he presses some of his points. 

It is the shortcomings of American 
newspapers that grow from the fact that 
modem publishers are business men, and 
newspapers are business enterprises, that 
concern Secretary Ickes primarily. It is 
this fact, he argues, that gives tc the domi- 
nant metropclitan newspapers an “upper 
stratum interest and outlook” and engen- 
ders in them confusion as to whether they 
are profit-making businesses or public- 
spirited agencies with emphasis on social 
welfare. This confusion musz be dissi- 
pated, he implies, before there can be any 
guarantee that there will be the truly free 
press a democracy requires. 

Secretary Ickes has no faith in govern- 
ment control or any subsidy svstem as a 
solution; the very thought of either is ab- 
horrent to him. Rather, it s2ems to be 
suggested, the transformation cf American 
newspapers into the effective egencies for 
social welfare that he would like them to 
be will come when editorial direction is 
left to editors and reporters; tae men who 
make newspapers would make good news- 
papers if the men who own newspapers 
would only allow them to do so. 

Most of the book is devoted to a discus- 
sion of shortcomings of American news- 
papers: newspaper relations to utilities; 
advertising; suppression and fabrication; 
lack of fairness and reliability; the fear 
of labor; the radio (which th= author be- 
lieves should be entirely divorced from 

' newspapers); and newspaper techniques 
that affect the adequacy of materials that 
reach the reader. A special chapter on 
“columnists and calumnists” contains crisp 
characterizations of leading columnists, 
and also introduces the problem that arises 
from the contention that sources must al- 
ways be pretected, which makes it possible 
to print damaging material wi-hout rull as- 
sumption of responsibility for what is said. 

Secretary Ickes is not an unfeir critic, 
nor ill-tempered. He declares: “I have 
criticized the press, not because I thought 
it was bad, but because I am convinced 
that it is not good enough.” He flatly 
states that, all things considered, this coun- 
try has the best press in the world. He 
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has written his book to indicate wherein 
he, one citizen, thinks it might be bet- 
ter. 
Matcotm M. Wry 
University of Minnesota 


JEromE, EDWARD. The Problem of the 
Constitution. Pp. ix, 224. New York: 
Longmans, Green & Co., 1939. $2.50. 
According to Mr. Jerome, the Supreme 

Court started right off by making mistakes 
and it has been at it ever since. The of- 
fending justices begin with John Marshall 
and come right down the line to those who 
now sit on the bench. The very fact that 
Mr. Jerome demonstrates all this in some 
two hundred pages invites a scrutiny of 
the technique that is employed. It is plain 
enough that there are many ways of judg- 
ing the rightness and the wrongness of the 
work of any institution of government. 
Some of these ways are hard and labori- 
ous, while others are easier. Mr. Jerome 
has taken an way, and the reader 
must be left to judge for himself whether 
his whole enterprise serves any useful pur- 
pose. 

The method of the author is to treat 
constitutional law as a problem in logic. 
That is made plain at the outset. “Ac- 
cording to the legal view constitutional law 
is a group of logical deductions from the 
meaning of the words written into the 
Constitution” (p. 2). It is then assumed 
that the meaning of these words may be 
ascertained by some automatic process. 
and when this has been done, then, of 
course, results in concrete cases fow from 
these premises with the inevitability of the 
tides. Mr. Jerome does not like many of 
the important premises that have been 
used by the Supreme Court throughout its 
history, and by the simple process of sub- 
stituting some premises that he prefers, he 
is able to demonstrate that the Supreme 
Court has been wrong in many important 
matters of government. 

For example, take Mr. Jerome’s treat- 
ment of the commerce clause. He simply 
works out the premise that the commerce 
clause was a grant to the Congress of the 
exclusive power to regulate commerce. 
From this, of course, it follows that the 
states may not regulate it at all. Then 
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the author adopts the premise that the 
words “among the several states” in the 
commerce clause are not descriptive of 
the kind of commerce that may be regu- 
lated. From this it follows that the dis- 
tinction between interstate and intrastate 
commerce has no place in our constitu- 
tional law. Once these premises are ac- 
cepted, it is a simple task to demonstrate 
that nearly everything the Supreme Court 
has ever written about the commerce 
clause has been wrong. The author seems 
to feel that what he calls “politics” has 
taken the Court off the course he has 
marked out as the right one. The “right” 
course would leave to the states the power 
to regulate production, because he does not 
find that production is a part of commerce. 
The result is that under Mr. Jerome’s 
Constitution the Congress would have the 
exclusive power to regulate commerce, 
while the states would have the exclusive 
power to regulate production. 

It is no part of the author’s technique to 
consider whether the scheme of govern- 
ment that would result from his premises 
would be better or worse than the one that 
now exists or that may some day exist un- 
der the mistaken views of the Supreme 
Court. This same technique is employed 
in the treatment of the due process clauses 
and of other provisions of the Constitu- 
tion. Those who prefer to have their dis- 
cussions of constitutional law pay atten- 
tion to the affairs of the workaday world in 
which that law must gain acceptance will 
find little of value in this book. Those 
who like logomachy will like this book. 

Breck P. MCALLISTER 

Yale University School of Law 


PALMER, BEN W. Marshall and Taney. 
Pp. x, 281. Minneapolis: University of 
Minnesota Press, 1939. $3.50. 

FARMAN, CHARLES. Mr. Justice Muller 
and the Supreme Court 1862-1890. Pp. 
mi, 456. Cambridge, Mass.: Harvard 
University Press, 1939. $4.50. 

Though different in perspective and 
technique of approach, these two volumes 
offer an insight into the judicial statesman- 
ship, or lack of it, of the United States 
Supreme Court from 1800 to 1890. They 
duplicate in the Merryman case (1861)— 
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the point of departure for Fairman and 
the end of the journey for Palmer. 

The stories of Marshall, canonized as a 
saint in the constitutional jurisprudence of 
this country, and of Taney, accursed and 
stigmatized as the representative of rebel- 
lion, are already well known, and Mr. 
Palmer contributes little more than a brief 
restatement of the facts and the reasoning 
in the epoch-making cases in which these 
greatest of our chief justices participated. 
Muck of his volume consists of quotation 
from their familiar opinions. If he had, in 
his intensely vital style, paraphrased most 
of these opinions, which now appear pro- 
saic, his book would have been improved 
in readability. 

The most valuable part of the volume is 
the introduction, wherein the author dis- 
cusses the connections between judicial de- 
cision and judicial personality. “Are judges 
human beings?” In less than forty pages, 
Mr. Palmer states with remarkable clarity 
and directness the principal contentions of 
the various schools of rural philosophy; 
and therein he presents a valuable intro- 
duction for any literature upon American 
jurisprudence. 

Though the body of the volume never 
approximates the qualitative excellence or 
this introduction, Mr. Palmer does achieve 
an appraisal of Taney that is too often 
overlooked by those who seek to interpret 
American history; for to Taney and his 
associates must go credit for reducing and 
restricting the universals of the Marshall 
era. Without him, the exercise of police 
power by the states might have fallen into 
the limbo of wunconstitutionality, under 
which circumstance we would have had a 
very different America during the past one 
hundred years. One may well argue for 
the full-blown Marshall doctrines, but such 
is only speculation or wishful thinking, and 
is not an imperative inducement to the 
understanding of our intricate political 
system. 

Moreover, Taney might well have se- 
cured an articulate approval at the end of 
his long career had he retired from the 
Court before the arguments of the Dred 
Scott case; for all that he had done to 
safeguard human liberties against the 
money power and other such economic 


220 


nuclei was jorgotten in the bitterness of 
the “irrepressible conflict.” Again, Taney 
is only another of those great public fig- 
ures who died inappropriately! 

Mr. Fairman’s work on Justice Miller 
is a careful and meticulous study. Though 
one may disagree as to its organization, 
this biography will remain for long the 
definitive work upon Lincoln’s most able 
appointee to the Court. Throughout the 
more than four hundred pages, one is 
struck with the political consciousness of 
Justice Miller; and though the author does 
not seek to adumbrate this facet of Miller’s 
character, he nowhere discusses it with the 
frankness that it deserves. 

The work is, therefore, a study on Re- 
construction politics and not en the con- 
stitutional doctrines of the Court during 
that period. Much attention is given to 
the political maneuvering preceding the fll- 
ing of a vacancy in the Court. Even mem- 
bers of the Court interfered with the ep- 
pointing authority as to the identity of 
their new judicial brother. A close study 
of this biography will destroy much of the 
popular naiveté in regard to the behavior 
of those who have been invested with the 
judicial ermine, 

Mr. Fairman’s study is successful in 
that it gives adequate perspective to Jus- 
tice Miller. Pronounced as were his politi- 
cal ambitions, they were still less than 
those of Chase, Field, and Davis, all of 
whom were Lincoln appointees. He was 
more reserved, less openly a candidate for 
the Presidency or for the Chief Justice- 
ship. 

tn regard to Justice Miller’s judicial ca- 
pacity, the author presents him as a man 
of wisdom rather than of learning, a man 
with backbone, with character; and though 
he became a powerful figure on the Court, 
he never overcame his lack of preparation 
in the law. If he had started in the law 
rather than in medicine, his wkole career 
might have been different. 


Cortez A. M. EWING 
University of Oklahoma 


PRINGLE, Henry F. The Lije and Times 
of Wiliam Howard Taft. Vol. I, pp. 
xii, 555; Vol. II, pp. vii, 556-1106. New 
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York: Farrar & Rinehart, Inc., 1939. 

$7.50. 

To read Pringle’s Life and Times of 
William Howard Taft is to receive a lib- 
eral education in American politics. Taft’s 
was a career woven into a pattern of great 
events, of typical American activities—col- 
lege boy, newspaper correspondent, judge. 
prosecutor, colonial administrator, cabinet 
official, administrative trouble-shocter, pol- 
itician, President, professor, and Chief Jus- 
tice. Mr. Pringle has made admirable use 
of the abundant materials, the prolific Taft 
letters, the judicial opinions, and other 
sources, to present a vivid, rich, fascinat- 
ing account of the man—Taft. There is 
no summary evaluation or attempt to set 
Taft m his niche in history; the record 
speaks for itself, though Mr. Pringle here 
and there expresses his own judgments. 

What is this thing that was Taft? 
There was an inner core of consistency, a 
base cf honesty, which maintains its char- 
acter =hrough six and more decades of dy- 
namic tumult. Like the roly-poly doll with 
its lead base, Taft could be pushed over 
into expressions of hate or violence, but 
he nearly always sooner or later regained 
his balance. He was generally famous for 
his tolerance, good humor, and fairness. 

The Taft family was upright, moral, 
thrifty, and prolific—a thousand members 
of the clan gathered in reunion in 1874. 
Taft himself was big, fat, and procrasti- 
nating if not lazy. He was dilatory in 
making decisions, was pushed (often by 
Mrs. Taft) into his successive positions 
(except the Supreme Court), and, says 
Pringle, “perhaps he was the only man in 
American political history who can, with 
complete accuracy, be described as a crea- 
ture of destiny.” He was the benevolent 
impezialist who looked upon the Filipinos 
as his special charge; who supported 
Roosevelt in Panama and looked upon that 
imperialistic stooge as an “opéra boufe 
republic”; who was praised as “the pro- 
consul of good faith to fractious islands; 
an ambassador to stubborn tasks at far 
corners of the earth”; who longed for 
“some formal right to compel the peace 
between those Central American govern- 
ments.” 

Taft was the realistic politician who ad- 


Book DEPARTMENT 


mitted that he was supported by unsavory 
bosses, who found patronage “nothing but 
trouble,” who was aware of the require- 
ments of party government. He was the 
blundering politician who was long dazzled 
by the meteoric Roosevelt; who thought 
Harding and Daugherty were honorable 
and competent men; who at Harding’s 
funeral advised Coolidge to “do nothing”; 
who, having been almost hysterical at the 
thought of a “third term” for Roosevelt, 
thought “it would be very satisfactory” if 
Coolidge were to run for a third term. He 
was that peculiar mixture of insight and 
prejudice who found the Chicago Tribune 
“an agency that is as vicious as any I 
know”; who termed Standard Oil of New 
Jersey an “octopus”; who labeled Roose- 
velt “the most dangerous man that we 
have had in this country since its origin”; 
who lumped Charles A. Beard “with all the 
fools I have run across ... the professors 
of political economy and philosophy”; who 
put Wilson, Brandeis, and the New Repub- 
lic in “a yellow layer in our social and po- 
litical community”; who spoke of Wilson 
as “that mulish enigma, that mountain of 
egotism and selfishness”; who thought 
Holmes “the life of the Court”; who noted 
that “Frankfurter seems to be in touch 
with every Bolshevist, Communist move- 
ment in this country”; who asked for the 
appointment of Pierce Butler to the Su- 
preme Court. 

Taft was the constitutional lawyer who 
gained for himself an antilabor reputation 
unjustified by his works, who advanced the 
cause of labor in a fashion to belie his own 
prejudices. His life ambition was to be 
on the Supreme Court, and he fretted at 
the aged relics who indefinitely clung to 
their posts and were thus obstacles in his 
path Yet in his own old age he wrote, “I 
am older and slower and less acute and 
more confused, however, . . . I must stay 
on the Court in order to prevent the Bol- 
sheviki from getting control. . . . The only 
hope we can have of keeping a consistent 
declaration of constitutional law is for us 
to live as long as we can.” He cherished 
the Court: “next to my wife and children, 
fit] is the nearest thing to my heart in 
life” In Pringle’s judgment, “that the 
new Chief Justice was conservative, if not 
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reactionary, in his political and social 
views, is not open to question.” 

While neither profound nor great, Taft 
appears to have had a competence or apti- 
tude for conciliation, for the arbitration , 
of conflicting issues, which landed him in 
many extremely difficult situations. If he 
succeeded in negotiating the necessary 
compromises, all was well; if not, he suf- 
fered greatly. He was a mildly construc- 
tive conservative. 

No brief review can do justice to the 
feast this biography provides. It is re- 
quired reading of a very palatable kind. 

Harvey PINNEY 

New York University 


Cuitwoop, OLIVER Perry. John Tyler. 
Pp. xv, 496. New York: D. Appleton- 
Century Co., 1939. $4.00. 


Hır, Lovrse Bues. Joseph E. Brown 
and the Confederacy. Pp. ix, 360. 
Chapel Hill: University of North Caro- 
lina Press, 1939. $3.50. 


Both of these biographies contribute to 
an understanding of a phase of American 
political and social development which has 
been very significant during much of our 
national history, namely, that type of com- 
munity self-consciousness or localism gen- 
erally spoken of as an insistence upon 
states’ rights. It was in such doctrines 
that those sought refuge who were in op- 
position to the trend toward nationalism 
and centralization. These biographies il- 
lustrate two opposite types of enthusiast in 
this cause. ; 

Jobn Tyler was of the planter-aristo- 
crat type, the gentleman in politics who 
espoused the cause of states’ rights in 
rather doctrinaire fashion in youth and 
followed it through to the bitter end of 
secession from the Union. Joseph E. 
Brown, on the other hand, was from the 
lower walks of life, a man who made his 
way upwards by a rather unscrupulous op- 
portunism. He saw the political value 
of states’ rights as an issue, and used it 
just as long as it could serve his purpose. 
When it was no longer useful, he dropped 
it and turned with great facility to other 
issues more timely. Tyler represented the 
gentlemanly tradition of the old South, 
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Brown the proletarian rabble-rouser of the 
newer South. 

The biography of Tyler gives a judicial 
picture of this accidental figure. Showy 
rather than brilliant, he quite by accident 
became President of the United States, and 
while in office did nothing to imply that 
the office had added a cubit to his stature. 
The book gives an accurate account of his 
presidential experience without attempting 
to defame or defend. There is also a sat- 
isfactory account of the political and social 
background which produced Tyler, and an 
intimate picture of his personality. 

The life story of Brown is naturally 
more colorful. Brown was dynamic and 
dominating, where Tyler was showy and 
accidental. Brown found the political life 
of Georgia dominated by a group of those 
representing the planting class. He built 
up a following among the humble folk and 
appeared as one of the first of many like 
Tillman and Huey Long that were to fol- 
low. Bacxed by his lower-class following 
and guided by his native shrewdness, he 
pushed aside the more substantial leaders 
and made Georgia for a time his province. 
When the Confederacy was formed he was 
Georgia’s governor, and he yearned for 
greater power. His struggle, ostensibly in 
the name of states’ rights, against Jeffer- 
son Davis’ rule of the Confederacy may be 
interpreted in that light. After the down- 
fall of the Confederate States, he made 
several quick changes and emerged as a 
millionaire and a United States Senator, 
an opportunist to the end. Brown’s biog- 
rapher has likewise been eminently fair, 
and we see Brown for what he was. The 
destruction of his personal papers has 
hampered the work, but the picture is 
there in reasonably clear outline. 

Roy F. NICHOLS 

University of Pennsylvania 


ZOLLINGER, James PETER. Sutter: The 
Man and His Empire. Pp. xv, 374. 
New York: Oxford University Press, 
1939. $3.50. ! 

The career of John Augustus Sutter has 
challenged writers ever since Edward Dun- 
bar penned Tae Romance of the Age in 
1867. Since 1934 three authors have writ- 
ten books on this amazing Swiss soldier of 

. 
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fortune, The latest biographer is a native 
of Switzerland, a university graduate who 
forsook teaching for the stage, only to re- 
turn to more scholarly pursuits. Orig- 
inally Mr. Zollinger planned to write a 
play, but finally determined to write an 
authertic biography. The present volume 
is the result. 

Mr. Zollinger divides his biography intc 
forty-seven chapters grouped into five 
parts. Part one traces the story from 
Sutter’s birth in Kandern, Switzerland, in 
1803, to his advent in California in 1839. 
After receiving an elementary education, 
Sutter became a printer’s clerk at Basel. 
In 1826 he married Anna Diibeld of Burg- 
dorf, becoming a “husband and father 
within twenty-four hours.” Three sons 
and a daughter were born to this unhappy 
union from which Sutter finally fled to 
America in 1834. Landing in New York, 
Sutter journeyed westward to St. Louis, 
Missouri. In 1835 and again in 1836 he 
engaged in the Sante Fé trade. In 1838 
he accompanied the Eells-Walker mission- 
ary expedition to Oregon, ultimately arriv- 
ing in California in 1839 by way of Hono- 
lulu and Sitka. 

The remaining four-fifths of the book 
deals. with Sutter’s life in California, wich 
particular emphasis on the period before 
185C. The establishment of New Hel- 
vetis, Mexican-Russian intrigue, General 
Micheltorena’s grotesque military cam- 
paiga, the Mexican War, and James Mar- 
shall’s discovery of gold at Sutter's mill, 
are the high lights of chapters nine to 
thirty-six. The remaining eleven chapters 
deal with the reunion of Sutter end Ais 
Swiss family, his gradual reduction to pov- 
erty by squatters, land sharks, and shyster 
lawyers, his appeal to Congress for com- 
pensation, and his final days at Lititz, 
Pennsylvania, where he was buried in a 
little Moravian cemetery in 1830. 

Although Californians might desire a 
happier portrait of Sutter, Mr. Zollinger 
probably has painted the best and most 
accurate picture. According to the author, 
Sutter was an “Indian-tamer and roving 
Munchhausen; spellbinder in high soctez:y 
and Mexican Robin Hood; saber-rattling 
imperialist and torchbearer of civilization; 
a deserter of his family and father to a 
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thousand adopted charges; constant hus- 
band and sultan of squaws.” 

The book is well written and compara- 
tively free of errors. It contains a num- 
ber of good plates, footnotes, a bibliogra- 
phy, and an adequate index. The absence 
of a good map of Upper California is la- 
mented. 

WILLIAM J. PETERSEN 

State Historical Society of Iowa 


CATLIN, GEORGE. The Story of the Politi- 
cal Philosophers. Pp. xvii, 802. New 
York: McGraw-Hill Book Co., 1939. 
Trade Ed. $5.00; Textbook Ed. $4.00. 
Dr. Catlin, a fervent apostle of the 

Anglo-Saxon tradition, represents himself 

in his life and work as somewhat of an 

Anglo-Saxon synthesis. He has been edu- 

cated and has lived in England and in the 

United States; as an Englishman he has 

taught in American universities, and his 

books reveal the influence of contemporary 

English as well as American schools of 

political thought and philosophy. His last 

book, an imposing volume of eight hun- 
dred large pages, is an attempt at retelling 
the story of political philosophy in a new 
way. In that he succeeds, although it may 
be doubtful how far his book, in spite of a 
great charm and liveliness of style, will be 
used by or found usable for the “general 
reader” for whom he seems to have des- 
tined it. It is not a textbook in the gen- 
eral sense of the word, although it con- 
tains some (rather incomplete) suggestions 
for reading and bibliographical notes at the 
end of each chapter. It is probably best 
characterized by the author himself as a 
guide “in the adventure of living as citi- 
zens in these perilous, astounding and de- 
cisive days through which we are now 
passing.” It is not a history of political 
thought, it is rather a loosely connected 
string of essays on the life and thought of 
a number of representative political phi- 
losophers. It is not an academic book in 
the sense of concentration on research, in- 
terpretation, and exposition for their own 
sakes; it is a book burning with the prob- 
lems of the day, and written with a definite 
emphasis on the modern times and on what 
could be called living philosophies. About 
one-third of the book is given to the last 
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fifty years, mostly to men and teachers 
who are still with us or even in the prime 
of their lives. Thus it is, decidedly and 
intentionally, a modern book. 

The reader may disagree with many of 
Dr. Catlin’s judgments, but he will always 
be interested by his interpretations and by 
his suggestive treatment of the problems 
of modern society. The author pleads for 
a courageous and valiant humanism which 
he identifies, much too narrowly (leaving 
aside the probably as important and maybe 
even more fundamental French tradition), 
with Anglo-Saxony and its tradition, to 


_ which he has devoted another recent book. 


He is somewhat vague in his conclusions 
and prospects, as far as the future is con- 
cerned; but it is probably impossible to he 
more explicit about the future. He rightly 
rejects mere talk of democracy or libertv. 
The new way must be “that of the warrior 
in the name of Civilization. . . . The future 
of civilization involves the connection of 
this readiness for struggle with the hu- 
manistic ideals that give it value. These 
ideals include freedom, tolerance and em- 
piricism. . . . The nation is no longer 
enough; but only the nation in the service 
of federated humanity. It is the task of 
those who use brain and skill, educated in 
a new, not an otiose fashion, to understand 
this. . . . It will not be achieved without a 
discipline Cromwellian—more than totali- 
tarian and mechanical—because self-im- 
posed for the sake of liberty.” With these 
general aims the reviewer is in hearty 
agreement. He notes with pleasure the 
tone of optimism and of confidence in the 
Anglo-Saxon tradition on which the author 
ends. 
Hans Koun 
Smith College 


Jounson, E. A. J. An Economic History 
of Modern England. Pp. viii, 230. New 
York: Thomas Nelson and Sons, 1939. 
$1.75. 

This is a first-rate little book—evidence 
that bigger and better things can be done 
within smaller compass. Its word count is 
about a quarter of that of an extended text 
designed to meet the needs of a full-dress 
course, yet it abstracts most excellently the 
economic history of modern England and 
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cites an abundance of accessible literature. 
That it is a work on modern England is 
indicated by the fact that its author is 
done with the Nepoleonic wars with page 
64, is into the trenches of the World War 
with page 154, and concludes with one 
chapter (out of seven) on Ergland since 
1931. Thus with three chapters largely 
devoted to the development during two 
wars and to the recent period of economic 
reconstructicn, there remain chapters on 
“How England Overtook Her Neighbors.” 
on “Factories, Railways, and Free Trade,” 
on “World Markets and Technical Prog- 
tess,” and on “Foreign Competition and 
Industrial Consolidation.” In the treat- 
ment of the effects of war, and indeed 
throughout, there is emphasis upon techno- 
logical development. 

The final chapter on ecomomic recon- 
struction holds the interest of a history of 
“only yesterday.” The concluding section 
summarizes the author’s views of the rea- 
sons for Great Britain’s recovery from 
1932 to 1938. Recognizing as foremost 
the possibilities of expansion in the home 
market, together with orthojox treasury 
policy and unorthodox monetary policy, 
the author, however, fails to emphasize 
with the use of the term “diferential” for 
which he has a penchant (pp. 3, 26, 33— 
“at differertially greater speeds” [?], 43, 
86, 108), the differential price develop- 
ment for the products of home industry 
and for foods and raw materials. It was 
the much greater decline in the price of 
foods and raw materials thet constituted 
the rest of the world’s subsidization of 
British recovery, and that did not ad- 
versely affect the home front after the rel- 
ative liquication or forced specialization of 
British agriculture. The corverse of this 
situation during the Napolecnic period is 
recognized (p. 45), as well as in the effects 
of the repeal of the Corn Laws (p. 85). 

In his discussion of Britisk international 
economic relations, the author has some 
difficulties with the relationsaip of capital 
exports to goods exports (pp. 66, 110-12, 
141). These difficulties are largely termi- 
nological, and could have been resolved 
(as they were in his discuss.on of repara- 
tions, p. 175) by relating lending opera- 


tions or import of securities—which the 
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author terms capital exports—to capital 
exports or the export balance on account 
of goods (and services in case the lacter 
are important)—which the author terms 
goods exports. 

Throughout the book, excellent use is 
made of comparative data to reflect objec- 
tively many aspects of the growth and de- 
velopment of England’s economy. 

A. R. UPGREN 

University of Minnesota 


Rott, ErtcH. <A History of Economic 
Thought. Pp. 430. New York: Pren- 
tice-Hall, Inc., 1939. $3.00. 


Some years ago there were few good 
texts in the history of economic thought; 
today these are many and varied. Erich 
Roll’s History of Economic Thought is 
another welcome addition to the growing 
list of impressive texts in this interesting 
field. Lacking the literary charm of the 
books by Alexander Gray and by Gide and 
Rist, Jacking also the pedagogical or price 
appeal of that by Ferguson, and carrying 
neither the historical and biographical de- 
tails of Haney nor the source quotations of 
Scott, this text by Erich Roll does, never- 
theless, come to grips with the main issues 
in the history of economic thought. 

The author shows rich scholarship and 
deep convictions. He has a definite the- 
ory of history, around which he fits mer 
and movements, economic theories, and 
economic institutions. The reader does 
not feel that the author has read history 
in an ivory tower. On the contrary, he 
feels that the author is close to the suc- 
cessive series of historical crises, each of 
which he examines in turn through the 
same set of strong lenses. 

The reviewer would quarrel with both 
apportionment of space and evaluation of 
material: indeed, the former is a reflection 
of the latter. For a modestly sized vol- 
ume, the early history of economic 
thought, especially the period before Adam 
Smith, comes off fairly well; classical eco- 
nomic thought does not fare badly; but 
the later development of orthodox eco- 
nomic thought, that is, since John Stuart 
Mill, is relegated to a final s cha 
ter. Such terms as “Neo-Classicism” and 
the “Austrian School,” and such names as 
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Cairnes, Jevons, and Marshall, do not ap- 
pear in the table of contents; the term 
“Neo-Classicism” does not appear even in 
the index. On the other hand, one entire 
chapter of almost fifty pages, in an eight- 
chapter text of about four hundred pages, 
is devoted to Karl Marx. The reviewer 
agrees that Marx is an important figure in 
the history of economic thought, who needs 
greater and clearer study than is com- 
monly given him in academic courses in 
this country and, perhaps, also in the Brit- 
ish Empire. By the same token, however, 
Alfred Marshall needs greater and clearer 
study by those who are steeped in the 
gospel according to Marx. The same neg- 
lect is also evident with respect to that 
great defender of the faith, the distin- 
guished American economist, John Bates 
Clark, whose name appears only paren- 
thetically and disparagingly on a single 
page (p. 402) of A History of Economic 
Thought by Erich Roll. 
S Howarp PATTERSON 
University of Pennsylvania 


Mises, RIcHARD von Probability, Statis- 
tics and Truth. Pp. xvi, 323. New 
York: The Macmillan Co., 1939. $3.75. 


In this series of lectures Professor Mises 
gives a very clearly written nonmathemati- 
cal presentation of the fundamental ideas 
by which, during the last years, he has rev- 
olutionized the theory of probability, re- 
moving the abstruse and badly defined 
concepts which underlay the classical 
Laplacian approach, and indicating the 
conditions under which the result of mathe- 
matics can be applied to empirical investi- 
gation. 

Probability, in the scientific sense of the 
word, is nothing but the frequency with 
which, in a series of events (“collective”), 
a specific event characterized by a particu- 
lar “attribute” appears. Unless such fre- 
quency observations are avilable, actually 
or potentially, it is not correct to talk 
about the probability of the event; La- 
place’s notion ig rejected, according to 
which the subjective uncertainty about the 
future permits us to treat all logical al- 
ternatives as “equally possible” or “equally 
likely,” and to give probable answers to 
questions such as: Will the sun rise to- 
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morrow? Indeed, when are events 
“equally likely”? If, throwing a die, we 
notice that the six appears in the long run 
in considerably more than the sixth part 
of all trials, we can conclude either that 
the die is “biased” or that the traditional 
theory of probability is wrong. 

Hence we must recognize thet in the 
mathematical theory of probability we al- 
ways start with a given initial ‘distribu- 
tion” (e.g., the frequency with which heads 
or tails appear in coin throwing), and that 
all that mathematics aims to do is, by ap- 
plying successively and repeatedly four 
basic operations, to derive from this initial 
distribution other distributions (eg., the 
frequency with which two heads will ap- 
pear in succession). In order to maintain 
the traditional body of mathematical-prob- 
ability doctrine, especially the well-known 
“multiplication” rule and the “law of great 
numbers,” a rigorous definition of the ‘“‘col- 
lective” is required: (1) the frequency of 
the attribute in question must approach a 
limiting value the longer the series is con- 
tinued; (2) the series must be “random”; 
i.e., the removal of elements according to 
any rule whatever must not affect the fre- 
quencies. It is the logical peculiarity of 
the second condition that has aroused con- 
siderable mathematical opposition, for no 
way exists to construct a single series 
which would completely satisfy this condi- 
tion. Professor Mises gives reasons why 
the alternative approaches by which other 
mathematicians have tried to avoid the 
second condition are not satisfactory. On 
the other hand, in the reviewer’s opinion 
Professor Mises has not completely re- 
moved the logical misgivings of his ap- 
proach. Or must we revise our views 
about the logical fundaments of mathe- 
matics? 

The application of the mathematical 
theory of probability to the real world is 
carried through in the same way as for 
other branches of mathematics: on2 has to 
find out whether an empirical situation ap- 
proximately corresponds to the model of 
a collective. It would not be necessary in 
every case to make a long series of experi- 
ments: we may conclude, on the basis of 
our general empirical knowledge, that a 
given situation is sufficiently similar to an 
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already known situation in the past to 
warrant its characterization as a collective. 
This previous situation, however, which 
serves as a standard of comparison, must 
have been ascertained as collective on the 
basis of actual observation and not on the 
basis of general conclusions, only because 
no bridge leads from the concept of a strict 
causal law to the concept of a collective. 

In the two last lectures, Professor Mises 
shows in what way his concept of proba- 
‘bility is applicable in the general theory of 
statistics and in statistical physics. 

Hans NEISSER 
University of Pennsylvania 


Croxton, FREDERICK E., and DUDLEY J. 
Cowpen. Applied General Statistics. 
Pp. xviii, 944, xiii. New York: Pren- 
tice-Hall Inc., 1939. $4.00. 

This is a comprehensive text not only 
with respect to the scope of methods cov- 
ered but also with respect to the number 
of social-science fields from which illustra- 
tions are drawn. It is a textbook on 
method, although here and there some sta- 
tistical theory is introduced. Each topic is 
handled with exceptional thoroughness and 
with a welcome clarity. Th2 authors ex- 
hibit great ingenuity in their numerous 
teaching devices that should prove helpful 
to student and teacher alike Notable in 
this respect are their explanations of log- 
arithmic charts, the difference method of 
interpolating for the mode, the terms of 
the binomial expansion, and the graphs of 
the y? distribution for n = 1, n = 5, n == 9, 
and n= 17. 

After a thorough treatment of the meth- 
ods of gathering and the tabular and 
graphic presentation of data, the book pro- 
ceeds to the study of frequency distribu- 
tions. Sterting with a table of grades ar- 
ranged at random, a frequency distribution 
is formed in such a way as to illustrate 
problems and advantages relating to the 
use of class intervals. Other illustrations 
of frequency distributions also are given. 
On pages 177 and 179, however, correla- 
tion curves are erroneously labeled as fre- 
quency curves. In the discussion of aver- 
ages and dispersion, a good collection of 
illustrative material is used. ‘The text is 
better than most in giving illustrations of 
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the H M. and G.M. Interesting examples 
of leptokurtic and platykurtic frequency 
distributions are included. 

In eddition to fitting a normal curve, a 
method is presented for fitting a logarith- ` 
mic frequency curve and a moderately 
skewed curve by using the Gram-Charlier 
formula. The study of reliability and sig- 
nificarce of statistical measures includes 
illustrations of the uses of y? the F-distri- 
bution, students’ distribution and analysis 
of variance. Thus adequate attention is 
given to the problems of small samples. 

On time-series analysis the book :s espe- 
cially good, though regrettably insufficient 
space is given to the use of orthogonal 
polynomials. This section includes a briet 
presentation of the National Bureau o: 
Econcmic Research methods of cycle anal- 
ysis. 

In the last third of the book, simple, 
nonlirear, multiple, and partial correlation 
are presented in a teachable manner 

Useful tables for statisticians are in- 
cluded in the appendices, which also con- 
tain a table of six-place logarithms. 

A mathematical appendix uses simpli- 
fied (but for that reason sometimes long) 
derivations of a large number of formulae 


including proof that oz = pk a 
S JN 
James G. SMITH 
Princeton University 


Brooxs, Ropert C. (Ed.). Bryce’s 
“A-nerican Commonwealth” Fiftieth An- 
niversary. Pp. xii, 245 New York: 
The Macmillan Co., 1939. $2 50. 


This volume is the outgrowth of an eve- 
ning during the 1938 meeting of the Amer- 
ican Political Science Association, when 
leading political scientists who had known 
Bryce before his death in 1922 carried 
their audience through both sober and 
comic sidelights on the life and work of 
the author of The American Common- 
wealth. It is to be regretted that the com- 
ments of Professor Charles A. Beard were 
not included in the volume. All of the es- 
says of this volume show how Bryce must 
be modified for present times, or how his 
prophecies have either miscarried or been 
realized, 
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Professor Charles G. Haines discusses 
Bryce’s analysis of the American constitu- 
tional system; Dr. Frances L. Reinhold ex- 
amines his treatment of state and local 
government; Professor Robert C. Brooks 
considers the discussion of American par- 
ties and -politics found in the Common- 
wealth; Professor W. Brooke Graves dis- 
cusses Bryce on public opinion, then and 
now; Professor Arthur N. Holcombe ex- 
amines the broad question of the future 
of democracy; and Professor Francis W. 
Coker reports on the reactions of the re- 
viewers on the morrow of the publication 
of the work. The classic lucidity and bril- 
liance of Woodrow Wilson and Lord Acton 
are reproduced in the reviews they wrote 
soon after the publication of the work. 
Professor W. B. Munro tells of Bryce as 
he knew him, and thus the volume is con- 
cluded. 

It is a tradition of American scholarship 

to deal gently with the weaknesses of 
Bryce’s work, and this is because of the 
great capacity for generous friendship 
which the author of The American Com- 
monwealth possessed. Bryce hardly 
touched on many of the great economic 
conflicts of the day; to him there was, for 
instance, no labor problem in the United 
States. As the work under review unfolds, 
the basic criticisms of Bryce begin to ap- 
pear. Yet if no one really follows Bryce 
today, all recognize the contribution he 
made toward the independence of Ameri- 
can scholars. Bryce’s work is great as the 
work of a pioneer is great; he was the be- 
ginning of our emancipation from a purely 
European viewpoint on academic enter- 
prise. 
The concentration of this volume on 
The American Commonwealth has pre- 
vented the contributors from discussing 
the disillusionment and the reactionary at- 
titude that developed in Bryce during his 
last years. Such an attitude is reflected 
many times in the letters he wrote to 
Americans during those years. Such mate- 
rial is at least essential in seeing Bryce in 
his totality. 

On the other hand, students of the 
contemporary crisis of democracy would 
do well to read again the review of 
the Commonwealth written by Woodrow 
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Wilson just after the publication of the 
work. Francis G. WILSON 
University of Illinois 


Grecory, Homer E., and KATHLEEN 
Barnes. North Pacific Fisheries with 
Special Reference to Alaska Salmon. 
Pp. xviii, 322. New York: American 
Council, Institute of Pacific Relations, 
1939. $3.00. 


Thoughtful reading of the excellent pub- 
lication North Pacific Fisheries may well 
leave the impression that the undertaking 
was inspired by the problem involving 
international relations with respect to fish- 
eries of the high seas. Although the ap- 
proach to this problem has been through 
the salmon and halibut fisheries af North 
Pacific waters, the principles touched upon 
are applicable the world over. One of the 
most difficult and unsettled aspects of in- 
ternational relations involves jurisdiction 
over the fisheries, and particularly the 
question of how far off shore ccntrol is 
vested in any nation to the exclusion of 
all other countries. The authors do not 
attempt a solution of the problem, but 
point out that the factors of priority in 
the field, conservation measures already 
carried on, size and extent of the industrial 
structures based on these fisheries, and the 
general relation to national economies are 
fundamental considerations. 

Most of the volume is devoted to the 
salmon fisheries, the chief aquatic resource 
of the North Pacific, but considerable at- 
tention is given also to the halibut as an 
outstanding example of a fishery that has 
been placed upon a sound productive basis 
through international co-operation between 
the United States and Canada. A résumé 
is given of the historical development of 
the salmon-canning industry and of basic 
factors in that development, including the 
physical setting and technical improve- 
ments in the industry. The essential need 
for definite control of operations by a cen- 
tral administrative authority in order to 
prevent exhaustion of the resources 
through advancing techniques is clearly en- 
visaged, and the nature and the effective- 
ness of the laws and regulations for the 
conservation of the fisheries are akly dis- 


cussed. 
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Of particular interest from an economic 
standpoint is the description of the or- 
ganization and management of the indus- 
trial plant. Matters pertairing to labor, 
prices, profits, and costs, as well as mar- 
keting and trade practices, are given care- 
ful consideration. 

Numerous citations to source material 
give evidence of the thorough investigation 


made by the authors in connection with” 


this work. and of the reliability of the 
survey presented. Unusual skill and dis- 
crimination are shown in the selection of 
essential data, and the book is written in 
forceful, lucid, and entertaining style. 
Anyone wishing to get a broad, impartial, 
and well-balanced picture of the situation 
need look no further than to this volume. 
No other publication on the subject con- 
tains a discussion of similar scope and in- 
terest. It is a handbook alike for the stu- 
dent and the commercial operator. 
Warp T. BOWER 
Washington, D. C. 


MiırcaeLL, Wurm N. Organization and 
Management of Production. Pp. xii, 
417. New York: McGraw-Hill Book 
Co., 1939. $4.00. 

This vclume is one of a series edited by 
William Homer Spencer,: dean of the 
School of Commerce and Administration 
of Chicago University, and published by 
the McGraw-Hill Book Company. It is 
intended primarily for university students 
of business, but students and teachers of 
industrial management will find it helpful. 
The announcement of the book states that 
the primary purpose is twofold: “to offer 
a brief, concise characterization of some 
of the factors in the economic, technologi- 
cal and graphical environment of produc- 
tion which determine the general forms of 
organization of production activities; and 
to discuss some of the more important 
problems encountered by production ex- 
ecutives in the administration of the pro- 
duction field.” The book contains, in gen- 
eral, the subject matter usually found in 
engineering textbooks on factory organiza- 
tion and management, and stresses the 
problems of production; but it is written 
from the standpoint of an economist, 
which, as noted, should make it good read- 
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ing for engineers. Thus the chapter on 
Regional Organization of Production pre- 
sents a somewhat broader treatment of 
plant location than is usually found in 
books of this character. 

Tha chapter headings are as follows: 
Natuze and Scope of the Producticn Proc- 
esses: Economic Organization of Produc- 
tion; Technological Organization of Produc- 
tion; Regional Organization of Production; 
Managerial Organization of Production; 
Product Design and Control; Plant Design 
and Layout; Problems of Procurement; 
Control of the Plant Investment; Control 
of the Working Capital Investmert; Con- 
trol of Labor Costs; Planning of Produc- 
tion Operations; Appendix. This list of 
chapter headings is quite significant of the 
degree to which modern factory manage- 
ment is becoming. a factor in business edu- 
cation. 

The author states, and quite correctly, 
that “the mastery of this field of study re- 
quires extensive and carefully planned 
reading.” It may be said that this remark 
holds true for other studies. To this end 
there is an appendix of bibliography, ques- 
tions, and exercises. This appendix is ar- 
ranged by chapters, each section contain- 
ing questions, references, and illustrative 
cases, which have been carefully prepared. 
Whi-e this appendix takes up considerable 
space, no doubt it adds greatly to the value 
of the book as a classroom text. 

If the reviewer were to make a criti- 
cism, it would be with reference to some 
of the chapter titles. Thus, Chepter VI, 
Product Design and Control, is ‘really a 
discussion of standardization and inspec- 
tion Product design necessarily involves 
many other factors. However, this is a 
small matter in a book that contains so 
much good material. It is well written, 
the discussion is clear, and the book is well 
illustrated. 

Dexter S. KIMBALL 

Cornell University 


Coon, Horace. American Tel & Tel. Pp. 
vi, 276. New York: Longmans, Green 
& Co., 1939. $3.00. 

Who realy invented the telephone? 

Who manages the five billion dollars worth 

of assets for the 650,000 stockholders? 
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What is the relation of A. T. & T. to the 
regional Bell companies, to Western Elec- 
tric, to Western Union, to the radio indus- 
try, to the motion picture industry? Who 
owns what patents, and why? For these 
and hundreds of such questions, Horace 
Coon’s book contains the answers, or at 
least the facts now ascertainable. 

But Mr. Coon’s stated purpose is not 
to supply a compendium of information 
concerning this huge system, but to de- 
velop the facts necessary for intelligent 
consideration of the problems of size and 
monopoly in the American economy and 
for the formulation of policy pertaining 
thereto. “The best way to understand the 
role of monopolies in our economic sys- 
tem ... is to understand the monopoly 
known to the world as the Bell system” (p. 
14). The choice of A. T. & T. for this 
purpose may be questioned, for, as the 
author admits at the outset, “it is, in many 
ways, the finest example of capitalism at 
its best” (p. 2). 

However, even in this most exemplary 
of enterprises, Mr. Coon finds serious 
abuses. The most serious and probably 
the most fundamental from the standpoint 
of regulation as a public utility is in the 
relationship of Western Electric, the ex- 
clusive manufacturing subsidiary, to the 
operating companies. The Federal Com- 
munications Commission is quoted as re- 
porting. “The evidence indicates that 
Western’s prices bear no reasonable rela- 
tion to the indicated cost of manufacture.” 
Furthermore, Western Electric’s cost-ac- 
counting system seems to have defied the 
efforts of investigators to determine its 
true costs. The indication is that profits 
of the A. T. & T. system can be diverted 
through Western Electric, while the re- 
gional Bell companies can be kept down to 
“fair rates of return” to satisfy state com- 
missions. The latter have no regulatory 
power over Western Electric and its prices. 

Other significant weak spots in the A. T. 
& T. case are the handling of depreciation 
and depreciation reserves, and practices re- 
lating to patents and equipment. The for- 
mer is of particular importance in the mat- 
ter of rate determination and regulation: 
apparently, depreciation is charged at rela- 
tively high rates when calculating expenses 
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chargeable to operations, but the large ac- 
cumulated depreciation reserves are not 
deducted in full when arriving at the rate 
base on which fair return is calculated. 

The author strongly supports the Fed- 
eral Communications Commission’s appeal 
for greater Federal control. He does not 
hesitate to give credit when and where 
credit is due, praising persons and policies; 
and he does not hesitate to hit hard when 
the occasion demands. But he is over- 
zealous in making some of his points. For 
example, the calculation of stockholders’ 
profits from 1878 to date (an investment 
of $500 becomes $129,895) not only in- 
cludes all dividends received, but also 
bases “today’s” principal amount on the 
stock quotations of December 31, 1928 (p. 
183). Using the more reasonable basis 
for such comparisons, excluding cash divi- 
dends and taking 170 as the present price, 
the present value of $500 invested in 1878 
would be $56,815. 

Mr. Coon has made full use of the re- 
ports and briefs that grew out of the re- 
cent telephone investigation of the Federal 
Communications Commission, as well as 
many other official publications and inter- 
pretive and biographical studies. It would 
have been helpful if the sources of more 
of the data had been indicated, though 
these might be of interest only to the more 
serious students. The book is most read- 
able, and credit should be given for the 
ability to sustain reader interest in spite 
of such a vast array of facts and figures. 
A complete bibliography is appended, and 
the volume is well indexed 

Howard M ‘Tear, JR. 

Haverford College 


Crist, G. W., Jr. Corporate Suretyship 
Pp. xi, 439. New York: McGraw-Hill 
Book Co., Inc., 1939. $4.50. 


In the opinion of the author, “Corporate 
suretyship is the most interesting, the most 
elusive, the most paradoxical, the most 
fascinating of all gainful enterprises” (p. 
iv). However, in spite of the fact that 
“the contractual relation of suretyship is 
one with the dawn of civilization” (p. 1). 
the development as a business was not 
recognized before the first quarter of the 
eighteenth century. (Exact dates are 
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mostly not to be found in the book.) 
Again, as in most insurance matters, Eng- 
Jand was the pioneer in its organization. 
In the United States a law authorizing 
“the formation of corporations to insure 
the honesty of employees” was enacted 
about the middle of the nineteenth century 
by the legislature of the state of New 
York. The first American company re- 
ceived its charter about twenty years later. 
At present there are more than eighty 
companies in the United States engaged 
in the “writing of fidelity and surety 
bonds,” wizh total resources in excess of 
$900,000,0C0 and an annual premium in- 
come of about $100,000,000. 

Corporate suretyship deals with various 
crimes; it relieves its clients of the detri- 
mental consequences of infidelity, forgery, 
and similar offenses which are widespread 
in the United States and abroad. 

The thoughtful reader of tke book’s title 
and content has io confront a rather irri- 
tating problem If, as the author affirms 
repeatedly and with emphasis, corporate 
suretyship is not at all “insurance,” why 
then is his book published in an “Insurance 
Series”? In reality, it all depends on how 
insurance is to be defined. Taking the 
definition of the Encyclopaedia Britannica 
and the opinion to be found in another 
excellent book of the same series published 
at the same time (C. W. Hobbs, Work- 
men’s Compensation Insurance, pp. 313- 
18), there cannot be any doubr that, at 
least from an economic point of view, we 
have to do with real insurance; however, 
‘a branch af insurance which has some spe- 
cial characteristics. The great similarity 
of liability or credit insurance and cor- 
porate suretyship is unquestionable. Also, 
“reinsurance” by the corporate suretyship 
companies is very common (pp. 140-64). 
Now, how could such a ccmpany “rein- 
sure” if it is no “insurance company” it- 
self? 

The purpose of the book is “to serve the 
newcomer and others who require a broad 
survey rather than a highly technical train- 
ing.” So, it is not the intention of the 
author to offer a scientific work. There- 
fore, the reviewer will do well not to be 
critical about the almost entire lack of 
references, and about many statements 
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and repetitions (Chaps. I and XV) by the 
author, who, without doubt, is a first-class 
practitioner. 
ALFRED MANES 
Indiana University 


ROETHLISBERGER, F. J., and Witiiaw J. 
Dickson. Management and the Work- 
er. Pp. xxiv, 615. Cambridge, Mass.: 
Harvard University Press, 1939. $4.50. 
For many years, industrial psychologists 

and labor scholars have been seeking more 
objective evidence concerning the intangi- 
bles which affect the efficiency and the 
morale of industrial workers. What is the 
relaticnship between working environment 
and employee output? What is the effect 
of conditions outside the working environ- 
ment (such as personal habits, home life, 
diet, sleeping habits, excitement, and so 
forth) upon the physical volume cf work 
and the quality of workmanship? What 
incidents in the employee’s life act as psy- 
chological barriers to the individual in his 
exercise of effective and co-operative ef- 
fort? 

The authors of Management and the 
Worker have made commendable objective 
progress in this relatively virgin field of 
research. Their book records the tech- 
nique and the results of several significant 
experiments conducted over a number of 
years. beginning in 1927, with the Western 
Electric Company (Hawthorne plant) as 
the laboratory. The central experiment 
stretched over five years and covered the 
operations of five experienced assemblers 
of a small object known as an electrical 
“relay” being produced for use in tele- 
phone equipment manufactured by the 
company. A special test room was con- 
struczed in the plant, and during the entire 
course of the experiment observations and 
records were made covering the influence 
of the introduction of rest periods, shorter 
working days and weeks, new wage in- 
centives, and fatigue and monotony upon 
the daily, hourly, and even minute-by- 
minute output of each assembler. To this, 
other basic observations and analyses have 
been added. Several works previously 
published have covered various phases of 
these experiments, but this book offers for 
the first time a continuous description and 
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a complete analysis of the entire series of 
the “Hawthorne experiments” undertaken 
in the realistic laboratory of the Western 
Electric Company. 

But this book offers amaha beyond 
the description and the analyses of experi- 
ments which should be of considerable 
value to those who are responsible for the 
industrial relations of their respective or- 
ganizations. The authors present a critical 
evaluation of possible plans designed to 
strengthen the interviewing program, to 
understand employees’ dissatisfaction to- 
ward work and management, and to deal 
effectively with problems of interemployee 
relations. Thus there is also outlined a 
penetrating analysis of the causes of much 
of the waste and unhappiness which are 
too often the outgrowth of employer-em- 
ployee relationships. 

It is to be regretted that these experi- 
ments could not include a larger number 
of subjects, and one may seriously ques- 
tion how representative some of them are 
of other working environments, or how 
completely they describe the situation at 
the Hawthorne plant. In most cases they 
have been based on only a small number of 
employees working under rather artificial 
conditions. In so far as this is true, the 
general applicability of conclusions drawn 
is substantially limited—a fact of which, 
wisely enough, the authors are well aware. 
Nevertheless, the work serves as an excel- 
lent illustration of scientific method ap- 
plied to a field in which only a start has 
been made, and points the way for other 
investigations in this field. 

Pau A. Dopp 

University of California, Los Angeles 


Brown, Matcorm, and ORIN CASSMORE. 
Migratory Cotton Pickers m Arizona. 
Pp. xxi, 104. Washington. Works 
Progress Administration, 1939. 

Readers of various works that recently 
have described, or have been based on, the 
migratory labor problem will be interested 
in this factual report of the Division of 
Research of the Works Progress Admin- 
istration. Without dramatization and with- 
out apparent bias, the report describes a 
particular group of migrants and presents 
an analysis of the economic conditions out 


of which has developed the migratory la- 
bor problem that is currently attracting so 
much attention. Specifically it “deals with 
the background of the migratory labor 
crisis in Arizona, and it traces for the en- 
tire year of 1937 the pursuits and earnings 
of 518 migrant groups that were at work 
in Arizona in January and February 1938.” 
Represented in the sample are migrants 
working in the most important cotton dis- 
tricts of the State. 

Of particular interest are the data con- 
cerning the earnings of the workers sur- 
veyed, both earnings at cotton picking and 
earnings for the year as a whole Only one 
picker in thirty-three had weekly earnings 
as high as labor-recruiting publicity indi- 
cated could be earned by “good pickers.” 
Pickers working alone averaged $7.95 per 
week; families averaged $1014. These 
weekly earnings were substantially less 
than the average reported for cotton pick- 
ing jobs in Texas and California, and less 
than was provided by other migratory 
jobs. These differentials explain the pref- 
erence workers have for Texas and Cali- 
fornia, and why cotton picking is consic- 
ered the least desirable for all migratory 
agricultural labor. 

“The average cash income of the 518 
families or unattached persons from all 
pursuits combined in 1937 was $393, and 
their average income from cash and per- 
quisites was $459” Study of the variation 
in incomes reveals that one-third of the 
migrants earned less than $300 cash during 
the year, and that only one in five earned 
as much as $700. From these data it is 
evident that the majority of these cotton 
pickers were in a state of poverty, actually 
in need of public relief or in immediate 
danger of becoming so Furthermore, in 
interpreting the significance of these in- 
come data, it is pointed out that 1937 was 
“an extraordinarily good year for migra- 
tory workers in general.” 

One of the most significant aspects of 
the report is the analysis of earnings be- 
fore becoming migratory workers, as com- 
pared with earnings of the same groups as 
migrants. This analysis leads to the con- 
clusion that earnings as migratory laborers, 
low as they were, were higher than earn- 
ings of the same groups immediately prior 
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to becoming migrants. In describing the 
unsatisfactory living conditions and social 
status of the migrants, the writers con- 
clude, however, that “the conditions they 
meet in life on the road, as exemplified by 
conditions in Arizona cotton camps, must 
affect any kalance that is struck between 
migration and remaining at home.” One 
may wonder just how much -hese condi- 
tions affect the balance in the minds of the 
migrants themselves, since it is pointed out 
in another instance that only a iew had 
any intent or desire to return zo their for- 
mer homes. 

The “unrestricted recruiting of seasonal 
labor” by growers is attacked zs contribut- 
ing greatly to the suffering of the migrants. 
The report traces the history of Arizona 
labor recruiting and provides the “first 
public documentation of advertising mate- 
rials currently used.” 

The economic background ož the migra- 
tory labor problem must be studied in two 
regions—that from which mos- of the mi- 
grants originate and that in which they 
seek employment. At a number of points 
the report refers to conditions in the for- 
mer region. Of migrants who first left 
home in 1937, 85 per cent o? those sur- 
veyed originated in the western cotton 
states of Oklahoma, Texas, A-kansas, and 
Missouri, Oklahoma alone wes the origin 
of 54 per cent. The writers report that 
the “expulsive forces” in these areas of 
origin are at present increasing in intensity, 
and include such factors as mechanization 
of cotton production, other changes in 
farm practices, crop-control measures, 
drought, and wind erosion. Aad the writ- 
ers conclude that “a permanent solution 
of the difficulties presented by the migra- 
tory worker in the Southwes: cannot be 
expected umil far-reaching social and eco- 
nomic adjus-ments occur in the areas from 
which the great bulk of these migrants 
come.” 

An entire chapter of the report is de- 
voted to the labor demand in Arizona cot- 
ton. The rapid expansion of cotton acre- 
age is pictured, with an ana-ysis of the 
seasonal labor demand, and a brief treat- 
ment of how wage rates are determined. 
As pictured in the analysis, Arizona pro- 
ducers are growing more and more depend- 
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ent on a low-wage and mobile labor supply. 
Granting that migratory labor is essential 
to the present scheme of agriculture in 
the Southwest, the writers are of the opin- 
ion that a general bettering of conditions 
of mig-atory workers “can be affected by 
placing a check on the present unrestricted 
recruiting of seasonal labor.” They also 
feel that it should “be unnecessary to ar- 
gue that a public responsibility exists to 
tide these essential workers over the pe- 
riods when, through no fault of their own, 
they temporarily lack the necessities of 
life.” J. E. Wus 
University of Tennessee 


Hazard, Joun N. Soviet Housing Law. 
Pp. vi, 178. New Haven: Yale Uni- 
versity Press, 1939. $2.50. 

Students and practitioners of housing 
and planning, when particularly depressed 
by the stumbling blocks put in their way 
by our medieval system of rights in land, 
like to mutter, “Comes the revolution. . . .” 
Here is Mr. Hazard, trained first under 
the hovering shade of John Chipman Gray 
at the Harvard Law School, back from the 
U. S. S. R. after three years at the Mos- 
cow Juridical Institute—the first American 
lawyer with a Soviet law degree—to tell 
us what the revolution did to housing law. 
Do our eyes deceive us? No! We read, 
on p. 30 of his chaste monograph: 

“Weze the situation today to find reflec- 
tion in a modern set of laws prepared espe- 
cially for it, some of the confusion faced 
by an outsider seeking to understand 
Soviet housing law would be avoided. The 
law still governing the execution of hous- 
ing agreements is not, however, a product 
of an era when nearly all dwelling space 
was state owned, but it originated at a 
time when... .” 

Again: “Since the 1937 statute this fea- 
ture cf the law has apparently been 
changed, although authorities are by no 
means unanimous in their interpretations 
of the new law...” (p. 35). 

Well, at least “numerous compilations 
[on housing law] of a technical or popular 
nature exist to aid both lawyers and lay- 
men” (p. 55), so perhaps the Russians can 
find their way among the four legal classes ' 
of dwellings (p. 19). Certainly their at- 
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tempts to get around the legal limitations 
—dual and confusing controls of municipal 
housing department and trade union—by 
private transactions of exchange have given 
administrators and judges plenty of head- 
aches (Chap. VII). 

Mr. Hazard’s short work is a model of 
concise and restrained writing. He does 
not hammer his points, but lets the facts 
speak for themselves. He recognizes that 
the development of Soviet housing law can 
be understood only against the social con- 
ditions resulting from the obsolescence, de- 
terioration, disrepair, and shortege of 
dwellings after a period of civil war. It 
takes him only two pages to paint a picture 
of typical urban living quarters. He is 
aware of the fascinating sociological as- 
pects of his subject—but he suggests them 
merely, hewing to the line of his legal anal- 
ysis. Yet consider the implications of this 
statement of legal principle: “Divorce 
gives no right to one of the spouses to 
evict a former partner, even though it oc- 
cur shortly after the marriage. A change 
of status of this nature has no effect upon 
a claim to the right of occupancy” (p. 25). 
Or read between the lines of the case of 
Tarasova, seeking to have her marriage 
with Znamensky established so. that she 
could acquire the right to occupy his room, 
only to have the quick-witted Mr. Z. ex- 
change rooms with one Iskritsky, so that 
“Tarasova arrived to find that she had to 
share the premises not with her husband 
but with a total stranger” (p. 103). Of 
course, she appealed! 

Similarly, Mr. Hazard suggests without 
elaboration a series of fascinating problems 
in economics: Why did co-operative hous- 
ing societies fail (p 16)? What are the 
results of income stratification? There are 
apparently still rich and poor buildings (p. 
45). There are even more problems in 
administration adumbrated: “ground rent 
is exacted for the use of land” (p. 15). 
How is it determined? Upon what basis 
does a municipal housing department allo- 
cate space (p. 27)? Yet again, Mr. Haz- 
ard has hints for “the political scientist 
and the jurist” in his evidence that hous- 
ing law is an instrument of social policy, 
intended to further now this, now that, 
kind of society (pp. 18, 126). 
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Perhaps some day Mr. Hazard will de- 
velop more fully the social, administrative, 
or juridical aspects of Soviet housing: for 
a starter, he has packed plenty into 126 
pages which a sociologist, administrator, or 
jurist will find stimulating, whether or not 
he thinks of housing as a special interest. 

CHARLES S. ASCHER 

Social Science Research Council 


ARMSTRONG, BARBARA N. The Health In- 
surance Doctor. Pp. xii, 264. Prince- 
ton: Princeton University Press, 1939. 
$3.00. 

The author is known as one of the ablest 
and best-informed Americans who have 
written on social insurance, on account of 
her excellent book Insuring the Essentials, 
published in 1932. The new book is an 
outstanding study containing a firsthand 
investigation made in Great Britain, Den- 
mark, and France. It will without doubt 
elicit the admiration of the readers, even 
of experts who are familiar with the sub- 
ject. The outlines of the entire health in- 
surance legislation of the three countries 
are clearly and objectively explained. Also, 
all aspects of the position of the health 
insurance doctors are set forth: their work 
involved in insurance practice, their re- 
muneration, the attitude of the organized 
medical profession, and so forth. The au- 
thor does not recommend that the United 
States imitate anything; she merely ex- 
plains the facts abroad. The reader must 
form his own opinion as to whether any- 
thing suitable for the United States is to 
be found in any of the three democratic 
European countries. 

Many a reader will be astonished to 
learn the remarkable degree to which 
health insurance has benefited the physi- 
cians as well as the insured. Thar fact is 
the more remarkable as the history, the 
method of organization of the medical 
service, and the experience, show many 
contrasts among the three countries. The 
author has found in Great Britain “a 
change in attitude of the medical profes- 
sion from bitter hostility to that of enthu- 
silastic approval” (p. 78). “They concede 
the great economic improvement which 
health insurance brought to doctors,” be- 
sides many advantages in regard to the 
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insured and the state of health in general. 
In Denmark, where we find a aealth insur- 
ance scheme as early as 1892, :wenty years 
before the English compulsory system 
went into operation, “the medical profes- 
sion, in expressing wholehear-ed satisfac- 
tion with health insurance, stresses the 
broad public health and social aspects of 
insurance practice and its happy effects 
upon the professional life of the doctors.” 
The French system became operative in 
1930. It is in marked conzrast to the 
regulated arrangements under which the 
British and Danish doctors serve insured 
patients—‘‘a result of the insistence of the 
medical profession that the insured should 
freely choose his doctor and pay him what- 
ever the latter demanded, without any reg- 
ulation and control of the physician’s 
charges or his conduct of the case” (p. 
209). In all health insurance countries, 
most physicians stress the fact “that health 
insurance has greatly improved the practi- 
tioner’s chance of preventing he invalidity 
of his patient” (p 256). 

Barbara N. Armstrong has rendered a 
valuable sezvice to all interested in finding 
the correct “American way” cf solving the 
problem of how the best protection of 
health may be secured 

ALFRED MANES 

Indiana University 


Grant, Marcaret Old-Age Security. 
Pp xii, 261. Washington: Committee 
on Social Security, Social Science Re- 
search Council, 1939 $2 50 
What shall the United States do with 

her aged citizen? He is to double his num- 

bers in a Gecade, if students of population 
age are correct. Some may feel that the 

Social Security Law of 1935 -s the answer, 

or at ‘least the framework of it: but care- 

ful perusal of Margaret Grant’s Old-Age 

Security, a survey of methods and devices 

used in this field of old-age nsurance and 

assistance by European nat.ons, will re- 
veal the breadth and the jepth of the 
problems mherent in this effort. 

This study is packed with facts. No- 
where else in like compass may be found 
so rich an array of informa-ion and con- 
clusions, patiently gathered and authori- 
tatively set forth. Here, within the limits 
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of 250 pages, are presented the history, the 
trends, the successes, and the defeats of 
social insurance in seven leading nations, 
especially the highly industrialized peoples 
of Germany and Great Britain. It is the 
whole story in review, and, as such, it pre- 
sents an adequate background for an ap- 
praisal of like efforts in the United States 
for the student of our social and economic 
institutions and for the planner of legis- 
lative welfare programs. 

Shall we, the neophyte in old-age se- 
curity planning, give ear to the ‘gifts as 
of right” idea of pension advocates or to 
the more rational but still charitable ven- 
tures in “safeguarded” noncon:ributory 
old-age pensions? Or shall we stand like 
stoics against the least inroad upon that 
basic vrinciple of free and self-governing 
empire, the self-support of each individual? 

No man by a priori reasoning can decide 
so intzicate a question. Nor can anyone, 
be he ever so well schooled in the social 
history of our people, say with assurance 
what course should certainly be pursued. 
It 1s only by painstaking study of what 
other nations have done that even a slight 
glimpse with clear vision can be had of 
America’s future in her treatment of the 
aged. 

Miss Grant selects Germany, Great Brit- 
ain, Czechoslovakia, and Sweden among 
the contributory systems, and Denmark, 
New Zealand, and Australia from the non- 
contributory group. Her survey tekes up 
the mayor criteria of both systems—cover- 
age, means tests, character qualifications, 
sources of financing, reserve funds, govern- 
ment contributions, and administrative dif- 
ficulties The charts and tables are espe- 
cially illuminating Finally, the whole of 
this foreign experience is related to our 
own practice under the Act of 1935 and 
the amendment of 1939. 

Ropert W Kerso 

Un:versity of Michigan 


Apams, Grace. Workers on Relief. Pp. 
ix, 344. New Haven: Yale University 
Press, 1939. $3.00. 

Except for a brief introduction and a 
prefacory first chapter, Workers on Relief 
is a series of stories about men and women 
working in New York City under the 
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W.P.A. and related programs. Whether 
each story is based upon an individual case 
history or whether it is a composite of 
the experiences of a number of persons Is 
not indicated. 

Through these narratives the author de- 
scribes the operation of the W.P.A. and 
its effect upon those for whom it has been 
designed. She finds this effect to be both 
good and bad, depending upon each indi- 
vidual involved and upon the people and 
the departments of the W.P.A. with which 
that individual came into contact. 

The author’s conclusions are expressed 
by one of her characters: “What our 
friends . . . mean to be praising is the idea 
of giving work to the man who is humili- 
ated to have to ask for bread. But ac- 
tually they are putting their approval on 
the W.P.A. set-up as it exists today. And 
that set-up . . . is not satisfactory to com- 
petent workers—though to outsiders it 
must seem far preferable to any form of 
direct relief.” 

“Is W.P.A. primarily work or is it pri- 
marily relief?” 

“A little of both... .” 

“So long as it stays in that ambiguous 
position, I believe it will remain unsatis- 
factory both to the people outside and to 
the majority of us who are inside.” 

The narratives are interesting and the 
book reads easily, but it carries the liabil- 
ity of a fictional form. What is authentic 
and what is story? The same material 
presented as a study with the author’s 
conclusions would have carried more 
weight and more conviction—but then, 
perhaps, the general public would be less 
willing to read For the teacher, the social 
worker, and the political scientist, how- 
ever, Workers on Relief will have only a 
limited value. 

KARL DE SCHWEINITZ 

Philadelphia, Pa. 


GILL, Corrincton. Wasted Manpower. 
Pp. 312. New York: W. W. Norton & 
Co., Inc., 1939. $2.75. 

This is an excellent book and a simple 
and readable account of the causes of pres- 
ent-day unemployment and of counter 
measures taken in the United States. It 
deals with work relief, direct relief, and 
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public works. Mr. Gill was economist to 
the first governmental body, set up by the 
Hoover Administration, to plan public 
works against unemployment, and became 
the right-hand man of Harry Hopkins in 
the Federal Emergency Relief Administra- 
tion and the Works Progress Administra- 
tion. Consequently he has participated in 
most of the history-making decisions of 
the Jast decade that have transferred relief 
and unemployment from a local to a na- 
tional responsibility. He explains and Ge- 
fends the courses taken. 

The theory, the volume, and the distri- 
bution of unemployment occupy part of 
the book, the practical measures taking the 
rest. Statistics are well presented, and un- 
employment theories reduced to their sim- 
plest terms. Public spending as public in- 
vestmeht is defended as one, but only one, 
of the governmental policies necessary to 
encourage production. 

The changes in objective and emphasis 
in public policy since 1931 are clearly 
traced. “The predicament of the country 
is only partly a recovery from depression. 
The real fight must be waged against 
forces which are dragging at the economic 
system, slowing it down, theoretically with 
permanent stagnation, while ten million 
people are out of work.” The unemploy- 
ment policies of the European countries 
are briefly presented also. 

Mr. Gill has a wide view. He envisages 
social security in all its forms, including 
security for youth and for age, for dwellers 
in the city and in the country A program 
integrating all of these is presented in his 
final chapter, The Fight of the Future. 

Wasted Manpower clearly presents the 
present scene and the philosophies on 
which present administrative policies are 
being based. 

Otro T. MALLERY 

Philadelphia, Pa. 


ApraMs, CHARLES. Revolution in Land. 
Pp. xiv, 320. New York: Harper & 
Brothers, 1939. $3.00. 

This book grew out of a lecture course 
on modern problems in real estate which 
the author delivered in 1937 and 1938 at 
the New School for Social Research in 
New York. It tries to present a syste- 
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matic study of social and political prob- 
lems concerning land and real estate, urban 
as well as ruzal, The reader finds a pleas- 
antly written, dispassionate discussion of 
the history of the development. of Jand in 
the United States from colonial days 
through the industrial revolution, and an 
instructive survey of some of the major 
trends in land economics and land policies. 

The “revolution in land,” as the author 
sees it, consists in the decline of land as 
the dominan: source of national income, 
the submergence of the farm, increasing 
loss of security through property in land, 
increasing “enslavement” by texation and 
mortgages, a drift from home- and farm- 
ownership into tenancy, and a growing in- 
fluence of the Government concerning 
financing of land and adjusting of unsatis- 
factory conditions. 

It is one of the book’s me-its that it 
treats land a3 a whole, comprising its uti- 
lization for agriculture, industries, and 
housing. The author, howevez, is better 
acquainted with the functioning of city 
real estate, urban mortgage crecit, and real 
estate taxes. His empirical insight into 
timely city housing affairs makes his con- 
temporary comments interesting. The ag- 
ricultural part of the discussion remains 
more impressionistic and sketchy. 

Hence the best chapters are those that 
give a critical analysis of the defects in 
the existing system of urban Lousing and 
city real estate. The author shows how 
incompatible Henry George’s theories are 
with the land situation in -he United 
States, and that the problem is not how 
to’ stimulate more developmeat of land 
through taxes, but, to the contrary, how 
to prevent its overdevelopment. Indeed, 
in a chapter on land taxes he exposes the 
shortcomings of the general property tax 
and pleads for a land-tax reform which re- 
verses George’s theory. Unfortunately the 
argument for greater social statility, which 
is used against the general property tax, is 
one-sided, since no attempt 5 made to 
weigh merits and demerits of alternative 
forms of taxation. 

In spite of stimulating comments on 
many sides of the involved subject, the 
book seems to fail in one of its central 
ideas. It tries to demonstrete the in- 


Tye ANNALS OF THE AMERICAN ACADEMY 


escapab:e compulsion of a secular trend 
from laissez faire to state intervention and 
planned economy. The arguments for this 
appraisal are, however, mainly assembled 
from the period of the last depression and 
its aftermath. Nowhere in the book can 
one discover any recognition of the re- 
markable automatic adjustments that have 
taken place between 1935 and 1939 in 
spite of state intervention and all sorts of 
planned activity. In fact, the “enslave- 
ment” of farmers by mortgaged debt re- 
ceded from a high of 10.6 billion dollars 
in 1924 to 7 billion dollars in 1939. In 
1930, 40.1 per cent of all farms in the 
United States were mortgaged; in 1935, 
only 34.5 per cent were mortgaged. The 
supposed trend toward a rapid increese in 
farm tenancy is mainly the result oz a 
faulty interpretation of complicated sta- 
tistics. Similarly, the evolution in urban 
and suburban real estate has swung 
strongly toward more instead of fewer pri- 
vately owned homes. The author seems 
to have misinterpreted cyclical phenomena 
of the short nm as manifestations of a 
straight-line secular trend—an error so 
common during all depressions and usually 
based on preferences for certain solutions. 

The book leads to certain cautiously 
formulated droposals for reforms concern- 
ing mortgag2 law, credit policy, tax policy, 
and general land policy. The diction and 
argumentation employed are subtle and 
unpretentious, in contrast to the gaudily 
colored titles and subtitles: “The Last 
Citadel,” “From Octopus to Oyster,” “Twi- 
light of Land,” “In Quest of Greener Pas- 
tures,” “Prologue to Destiny,” and so 
forth. 

As a whole, the book stands as a useful, 
thought-provoking sequence of essays on a 
vast subject, with the earmarks of the time 
of its conception, a prolonged depression. 

Kari BRANDT 

Stanford University 


EULENEURG, Franz. AHgemeine Volks- 
wirtschafispolitik. Pp. x, 320. Leipzig: 
Verlag ftr Recht und Gesellschaft, A. 
G., 1938. 

For many years economists have enter- 
tained the desire to supplement the study 
of “applied economics” by a comprehen- 
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sive analysis of government interferences 
from the political, social, and economic 
angles. On this ambitious scheme the 
well-known German economist Eulenburg 
bas embarked by offering a general theory 
of economic policies. He considers it as 
the necessary counterpart of the tradi- 
tional more empirical and descriptive treat- 
ment of economic problems and policies. 
His investigation, the author contends, 
seeks to explore the general procedures, 
objectives, and principles of economic poli- 
cies; furthermore, it aims at ascertaining 
the effects of those interferences, with em- 
phasis on the whole economic system; 
finally, it proposes to delimit the sphere 
within which state regulation and control 
may prove efficient. By its very nature, 
this investigation is a comparative one. 
Experiences of a single country may only 
be used as an instance or a special case (p. 
17). This program of an allgemeine 
Volkswirtschaftspolitik (a general theory 
on economic policies) is so impressive that 
any attempt at its realization deserves ex- 
ceptional attention. 

The first part of the study is not easy 
to summarize. It deals chiefly with meth- 
odology and ideology. It expounds the 
essence of politics and science, the legiti- 
macy of norms and value-judgments in the 
field of economics, and the interrelations 
of applied economics and economic theory. 
Tn the vein of Kantian thinking, it analyzes 
the “regulative” ideas of politics: the ideas 
of power, population, national culture, mo- 
rality, justice, and personality. It surveys 
direct and indirect economic effects of gov- 
ernmental activities (pp. 3-55). 

The second part is more homogeneous. 
It centers around the types, the proce- 
dures, the objectives, and the effects of 
economic policies. It visualizes the amaz- 
ing variety and the steady growth of gov- 
ernmental measures. By implication it 
supports the opinion that a further exten- 
sion of state control has become irresisti- 
ble. Finally, it examines the possibility 
and the limitation of a socialized and a 
planned economy. 

Among the regulatory activities, the au- 
thor emphasizes one more recent device 
which is extremely interesting. Many 
countries have established organizations 
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which, while being more or less independ- 
ent or autonomous, fulfill important state 
functions. They may be considered as 
intermediaries between private associations 
and state agencies. However, by freeing 
the government from such activities, they 
require individual financial resources. . Gen- 
erally, these organizations are equipped 
with the right to raise compulsory contri- 
butions, or quasi-taxes, which means that 
their functioning considerably increases 
the fiscal burden imposed by the state and 
the local communities Gradually these 
organizations have become influential fiscal 
powers. The author offers many exam- 
ples: the various branches of social in- 
surance, the chambers of commerce and 
agriculture, artisans’ or mechanics’ coun- 
cils, professional representations, industrial 
groups, and “estates” in a corporative 
state, and others. In 1928 I suggested 
that these organizations be called “inter- 
mediate fiscal powers” or “auxiliary fiscal 
organizations” (Hilfsfiskus). I also pre- 
dicted their rapid growth and ramification 
the world over. Today this expectation 
has been realized, not only in the totali- 
tarian states, but in the old democracies 
and also in the United States under the 
auspices of the New Deal. The author has 
adopted my analysis and terminology (pp 
88 et seg.). 

On the whole, the study does not ful- 
fill all the promises given in its program 
One may suggest that the author indulges 
in grouping and classifying his material 
instead of discussing the problems in- 
volved. In contrast to his statement that 
description should be the predominant ap- 
proach to the second part of applied eco- 
nomics (Besondere Volkswirtschaftspoli- 
tik), he lingers on the analysis of former 
and recent economic policies instead of 
presenting a penetrating examination of 
their underlying principles. This is all the 
more surprising as the author, in a long 
series of previous publications, has largely 
contributed to the theoretical understand- 
ing of modern economic policies. One 
may refer to his remarkable study on for- 
eign trade and foreign trade policies, pub- 
lished as Volume VIII of the “Grundriss 
der Sozialékonomik” (Stuttgart, 1929). 
We in America may suspect that for politi- 
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cal reasons he was eager to keep out of 
those discussions which, in -otalitarian 
states at least, are not welcomec. 
Fritz Kart MANN 
American University 


We Who Buit America. 
New York Prentice- 
Trade ed.: $5.00; 


WITTKE, CARL. 
Pp. xviii, 547. 
Hall, Inc., 1939. 
school ed.: $3.75. 
A historian has written a realistic ac- 

count of the immigrant in America. Not 

restricted to success stories, sich as the 
rise of Andrew Carnegie from bobbin-boy 
to the headship of the steel mdustry, it 
gives a more accurate picture that includes 
the more lowly millions and the roles they 
have played in our national lif2. Though 
neither idealizing nor defending the immi- 
grant, his life is reconstructed with all its 
lights and shadows. Homeknd back- 
grounds are ransacked for causes of emi- 
gration and conditions which shaped life 
and determined the culture elements to be 
brought to our shores. The immigrant 
zaffic in all its sordidness is traced. The 
intensive prcgrams of exaggerated adver- 
tising by railway companies. state govern- 
ments, and shipowners, the unregulated 
ocean passage with large numbers packed 
into indescribably filthy steerage quarters, 
the exploitation on arrival ir American 
ports, problems of adjustment prejudices 
encountered, and the gradual fusion into 

American life of the many rationalities, 

with their babel of tongues and their di- 

verse religious beliefs and ideologies, are 

delineated. 

The various immigrant groups, except 
the English and the Negroes, are consid- 
ered. The Germans and the Irish are 
given considerable space, evidemtly because 
more literature on them was available in 
original documents. As a consequence, 
these chapters seem more vita! than those 
on the smaller groups, for which depend- 
ence had to be placed more largely on sec- 
ondary sources because of language bar- 
Tiers. In addition to the chronological 
treatment, certain general subj2cts are dis- 
cussed, such as immigrant utopias, cultural 
contributions to America, immigrant legis- 
lation, and the several nativistic move- 
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This is a valuable addition to the grow- 
ing body of literature on the immigrant. 
When the influent tide of foreigners was 
high, much of the literary output was po- 
lemic—either for or against the aliens. 
Now that immigration has practically 
ceased, it is possible to take a more ob- 
jective point of view, and the subject may 
be discussed dispassionately as a historical 
movement. The author, in bringing to 
light a great fund of information much of 
which was not readily accessible hitherto, 
has helped us to see the significance of the 
immigrant in the development of American 
civilization. We cannot understand the 
United States at all adequately without 
considering this segment of our population. 

This is a readable book. The many 
frank comments about the various ethnic 
groups, as they were written at the time, 
make interesting reading. Those expres- 
sions also indicate changing attitudes to- 
ward the different groups. Early Boston, 
for instance, was no paradise for the Irish, 
but by almost imperceptible degrees the 
sons of Erin gained control of the city. 
For several decades the Irishman was de- 
nouncec as an undesirable ruffian, but so 
thoroughly Americanized has he become 
that he has joined in attacks upon later 
arrivals who are considered dangerous to 
American institutions. 

The author, son of an immigrant, is a 
professor of history in an American col- 
lege. In this marginal position, as a 
participant in two cultures, he is able to 
understand and appreciate both the immi- 
grants and the Americans, and has un- 
folded a sympathetic and revealing story 
of our citizens by adoption 

Wirum C. SMITH 

Linfield College 


ATKINSON, R. K. The Boys’ Club. Pp. 
186. New York: Association Press, 
1939. $1.75. 


In spite of the title, this book does not 
deal with boys’ clubs in general. Rather, 
it deals with the two hundred and eleven 
clubs which “are associated as Boys’ Clubs 
of America, Inc., and are using the name 
Boys’ Club to distinguish them as a defi- 
nite type of social service institution.” 
The author does a good job in this re- 
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stricted field. He does not talk as a social 
scientist, with graphs and tables and case 
studies; but he does know and use the sci- 
entific literature What is more important, 
he shows a rare ability to remain objective 
and realistic in treating the subject. This 
is a quality which is sufficiently rare among 
professional leaders writing about their 
own organizations. 

The book is evidently addressed to the 
lay public. It is not sufficiently detailed to 
serve as a textbook for leaders in training. 
However, if the treatment is brief, it is 
also comprehensive. Most phases of boys’ 
club work receive mention. 

Anyone who would like to understand 
the ideals of this type of boys’ club, their 
organization and program, and their place 
in the community, will do well to turn to 
this little book for information. 

PAuL HANnty FuRFEY 

Catholic University of America 


BARTLETT, F. C., et al (Eds). The Study 
of Society. Pp. xii, 498. New York: 
The Macmillan Co., 1939. $3.50. 

This volume is addressed “mainly to 
those who are engaged upon, or who wish 
to engage upon, social research, and who 
require to know what methods are already 
available, upon what established conclu- 
sions they may reasonably build, and what 
are some of the outstanding problems 
which might immediately repay further 
study” (viti). Fifteen British authors, in- 
cluding the editors, devote themselves to 
this task under four general headings: 
“Some Problems of Social Psychology” 
(T. H. Pear, F. C. Bartlett, J. T. Mac- 
Curdy, M. Collins, and R. H. Thouless), 
“Social Applications of Psychological Tests 
and Other Methods” (R. H. Thouless, J. 
M. Blackburn, S$. F. Nadel, P. E. Vernon, 
C. J. C. Earl, and A. Rodger), “Some 
Methods of Social Anthropology” (A. I. 
Richards, S. J. Nadel, and E. J. Lindgren), 
and “Some Methods of Sociology” (S. C. 
Brown, O. A. Oeser, E. Farmer, A. F. 
Wells, and M. Ginsburg). The results are, 
for the most part, highly satisfactory. For 
one thing, each contribution (with one ex- 
ception) has been read by every contrib- 
utor, with the result that the book shows 
much greater continuity, coherence, and 
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absence of duplication thar is customary 
in symposia of this kind. Most of the 
space, furthermore, is devated to a non- 
technical summary of the methods and re- 
sults of important researches in each field, 
rather than to abstruse discussions of hy- 
pothetical questions. A good bibliography 
is appended to each chapter. 

The book can be recommended to the 
general reader who wishes a brief, lucid, 
and nontechnical account of the problems 
with which sociologists are today largely 
concerned and the methocs with which 
these problems are attacked. The profes- 
sional sociologist will find little in this book 
that is new to him, but sociology students 
and workers in the other social sciences 
will find the volume a goo] summary of 
the type of problems with which sociolo- 
gists are concerned, as wel. as much in- 
formation with which other social and 
physical scientists are frequently not too 
familiar. 

A reservation should be made, however, 
in this connection regarding the last chap- 
ter, “The Problems and Methods of Soci- 
ology,” by M. Ginsburg. The title sug- 
gests that this chapter may be a summary 
of the rest of the volume, whereas it is 
only a somewhat confused eccount of the 
field: of sociology and a review of rather 
obsolete sociological and philosophical the- 
ories. Here we find labored accounts of 
the theories of, for example, Bergson, Tén- 
nies, Hobhouse, and Westermarck, but no 
mention of G. H. Mead, Max Weber, C. 
H. Cooley, or W. I. Thomas. This chap- 
ter is the more conspicuous in its short- 
comings because of the generally up-to- 
date character and high quality of the rest 
of the volume, and the fac: that the re- 
searches there reported have for the most 
part been undertaken and achieved by ig- 
noring the theories and mechods so seri- 
ously reviewed by Mr. Ginsburg. By way 
of contrast, especial attention should be 
called to the excellent chapters by Pro- 
fessor Thouless and the other chapters of 
Part IT, and nearly all the rest of the vol- 
ume. 

A comparison of this volume with a 
somewhat similar work (Tae Fields and 
Methods of Soctology, edited by L. L. 
Bernard) undertaken some years ago by 
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members of the American Sociological So- 
ciety is of interest as reflectirg the simi- 
larities and the differences oi viewpoint 
and emphasis in England and America. 
GEORGE A. LUNDBERG 
Bennington College 


Karpiner, ABRAM. The Individual and 
His Society. Pp. xxvi, 503. New York: 
Columbia University Press, 1939. $3.50. 
This pioneering and provocative effort 

at “joining the resources of psychology and 

sociology” leans heavily upon the anthro- 
pological field-work of Ralph Linton, who 
has contribuzed a foreword. 

The argument runs that while all per- 
sons have definite (and similar) drives or 
needs, these are in’ great jeopardy during 
the period of dependency as society im- 
poses its disciplines. These societal inhibi- 
tions are, of course, necessary. The indi- 
vidual’s reaction that “I am protected only 
as I obey” leads to social adjustment but 
also, of course, to intra-psyckic anxieties 
or tensions. If we investigate these anxi- 
eties (best studied in our own culture in 
the neurotic, and in primitive cultures 
through their myths and taboos), we can 
accurately measure the extent to which the 
institutional structure makes its impress 
upon the individual. For tke primitive 
groups, the steps move on easiy from this 
point, because the author is freed from 
the embarrassment of too much knowledge 
as to individuals. Thus there is the same 
“security system” for each individual in 
any culture—including all those adapta- 
tions which insure acceptance, approval, 
support, esteem, and maintenance of 
status. And this leads to the same “basic 
personality structure” for eaca person in 
a given culture—including the basic drives, 
the security system, and the reaction of 
the individual to that security system. 
Thus the czitical anxieties of any group 
(food, tenderness factor in sex, physical 
expression factor in sex, and so forth) 
make deep impress upon the basic per- 
sonality structure and are of special import 
to that part that we ordinarily call the 
super-ego. 

A middle third of the book describes the 
cultures of zhe Marquesas and of the Ta- 
nala and Betsileo of Madagascar (Linton). 
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Each is analyzed by the author in terms 
of: (1) its primary institutions, the source 
of which are perhaps the physical char- 
acteristics and exigencies of the area; (2) 
the resulting basic personality structure of 
the individuals; and (3) the consequent 
secondary institutions (taboos, mores, folk- 
lore, myths, and so forth) which naturally 
have arisen, and which may be considered 
accurate indicators of the anxieties of the 
individuals. 

The final third of the book is an excel- 
lent summary of the “sociology” that was 
the natural outgrowth of Freud’s “instinct” 
approach and of his clinging to the paral- 
lelism between phylogeny and ontogeny. 
In breaking from this Dr. Kardiner has 
done everyone a signal service, and it is 
regrettable that this part of the book is 
marred by his anxiety not to be considered 
too critical of the classical psychoanalytic 
approach. 

All is excellently written, and the sug- 
gested approach promises to tell us more 
of the interaction of the psychological and 
sociological aspects than anything else the 
reviewer has so far seen. The author may 
well dare to break more frankly from the 
classical psychoanalytic assumptions. It 
will be refreshing, too, to have at least one 
personal analysis of any member of any 
of the discussed cultures; perhaps in the 
future we shall not need to accept a cul- 
ture as described by one person (without 
so much as a hint as to what that person 
would be likely to look for). 

But these are next steps in a new and 
promising approach. 

James S. Prant, M.D. 

Essex County Juvenile Clinic, 

Newark, New Jersey 


PANUNZIO, CONSTANTINE. Major Social 
Institutions. Pp. xxii, 609. New York: 
The Macmillan Co., 1939. $3.50. 

The chief objective of Panunzio’s text- 
book is an analysis of the major (virtually 
universal) social institutions, with primary 
emphasis upon those of contemporary 
Western society. A brief discussion of 
basic concepts is followed by an examina- 
tion of the “originating and conditioning 
factors” of institutional structures. Part 
III dezls with eight institutions: marriage, 
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family, economic, educational, recreational, 
religious, scientific, and governmental sys- 
tems. The section following treats the 
processes of institutional change, and the 
last part introduces some speculations on 
the “future of Western culture.” 

It may be said at once that this is the 
most comprehensive and systematic text- 
book in the field. A considerable body of 
empirical materials is marshaled within a 
more or less integrated framework of de- 
scription, with appropriate attention de- 
voted to both the structural and the dy- 
namic aspects of institutional life. A step 
forward in analysis is contained in Panun- 
zio’s threefold division of individual, social, 
and societal functions. Some effort is 
made to deal with the various modes of 
interrelation between the institutions co- 
existing in Western society. The usual 
emphasis on the variability of institutional 
content is nicely balanced by the demon- 
stration of an underlying unity amidst the 
diversity of institutional behaviors. De- 
spite a tendency toward eclecticism, Pa- 
nunzio on the whole successfully employs 
the cultural approach to social institutions. 

Particular limitations of this book should 
be indicated precisely because of its gen- 
eral excellence. The chapter on “races of 
men” (which could readily be omitted in 
any but an encyclopedic view of institu- 
tions) is especially weak. Panunzio quotes 
extensively Hrdlicka’s lists of racial char- 
acters, and, though readers are cautioned 
to take these “with a great deal of reserva- 
tion,” there seems little reason for includ- 
ing highly speculative inventories of men- 
tal and characterological racial traits. If 
such a list is “scientifically hazardous,” as 
Panunzio reminds us, why include it, sans 
detailed criticism, in an introductory text- 
book? 

Like so many writers in this field, Pa- 
nunzio has not resisted the temptation to 
make his book an omnium gatherum. This 
involves occasional brief and wholly in- 
adequate sorties into various peripheral 
fields. Illustrative are the hasty para- 
graphs on “experiments on animals,” in 
which Anaxagoras is but a few sentences 
removed from Koch and Jenner, and the 
sketch of scientific development from 
Egypt of the second millennium B.C. to 
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the Newtonian era in four pages. The 
chapter on science as a nascent institution 
is largely an unfulfilled promise; the recent 
materials on institutional elements in sci- 
ence are hardly tapped. In similar fashion, 
Panunzio finds it possible to deal with re- 
ligious institutions without reference to the 
fundamental work of Durkheim, Weber, 
Troeltsch, or Malinowski, to mention but 
a few standard writers. The two chapters 
on economic institutions which contain a 
fair empirical summary fully ignore the 
important contributions of Durkheim, 
Firth, Thurnwald, Richards, Mayo, Noyes, 
and T. N. Whitehead, as well as most of 
the standard historical authorities—e.g., 
Ashley, Clapham, Gras, and Usher. In 
general, there is little evidence that this 
work which, despite its encyclopedism, pre- 
sumably stresses the functional approach, 
has profited from the analyses of the func- 
tional anthropologists and sociologists. 

These comments are not made in a spirit 
of captious criticism. They are intended 
to amplify the reviewer’s estimate that, al- 
though Panunzio’s textbook is at present 
pre-eminent in a field which has few ac- 
ceptable texts, a new edition would profit 
by extensive revision and elaboration. 

The author’s glossary of sociological 
terms will prove a convenience for the stu- 
dent. Panunzio’s deft and fluent style will 
undoubtedly be appreciated by all who 
read this book. 

Ropert K. MERTON 
Tulane University 


Buck, Peter H. Anthropology and Reli- 
gion. Pp. viii, 96. New Haven: Yale 
University Press, 1939. $1.50. 

Students of Polynesian religion will read 
with much interest these three lectures by 
a specialist in Polynesian culture who is 
himself a member of the culture, part- 
Maori, of New Zealand, the Director of 
the Bishop Museum in Honolulu and Pro- 
fessor of Anthropology at Yale University. 
Dr. Buck assembles the material in three 
moving and dramatic chapters: Man Cre- 
ates His Gods; The Gods Create Man; 
The Death of the Gods. Polynesian man 
creates the gods out of cosmic stuff, with 
an abstractness seldom found in preliterate 
thought; indeed, in some islands the gods 
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evolve out of cosmic forces to rule tne 
destiny of man and things. 

The gods, after they assume the reins, in 
some areas create man and in some areas 
evolve him, for example out of worms— 
es to worms he returns. 

It was, of course, at the hands oi Chris- 
tian missionaries that the gods met their 
ceath. The events which brought their 
demise are related in some detail, with 
charming illumination. Nearly always it 
was a trick of fate that overthrew the na- 
tive deities and established in their place 
the Christian God. Thus, in cne instance 
the chief of the party which came to fight 
the converted heathen was laid low by a 
musket bullet, and in a trice corversion to 
the Christian God was effected which sev- 
enteen years of missionary activity had 
failed to accomplish. In another instance 
an epidemic of dysentery brought by mis- 
sionaries convincingly displayec the superi- 
ority of the white man’s God. The final 
chapter, depicting things final in pre-Euro- 
pean Polynesian concept, gives a much 
deeper insight into processes of accultura- 
tion than is vouchsafed in the usual eth- 
nographic account. 

Dr. Bucks pages abound with discrim- 
inating insights, gentle irony, and playful 
wit; and the dramas are told with a lit- 
erary charm that does high justice to the 
exalted theme. It is understatement to 
say that one who reads Anthropology ond 
Religion will be informed, enlightened, de- 
lighted, and dismayed. 

Witson D. WALLIS 

University of Minnesota 


WHITTLESEY, DERWENT. The Earth and 
the State. Pp. xvii, 618. New York: 
Henry Holt & Co., 1939. $375. 

This volume is 2 textbook study in polit- 
ical geography. The point of view of the 
author is that the political state is gov- 
erned by the nature of its environment. 
Once firmly established, the szate employs 
its political strength to expand into adjoin- 
ing or foreign lands, where it must undergo 
adjustment. The political unit that Der- 
went Whittlesey deals with is the modern 
Western European national state such as 
England and France, which has spread into 
Central Europe and throughout the world. 
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At all times the author takes pains to show 
the interaction and intermodification be- 
tween the state and its environment. The 
transplantation of these European political 
institutions is effected by (1) emigration, 
as in the case of the English settlers in 
Canada and the United States, (2) imposi- 
tion, as in the case of the English and 
French conquerors in Africa, and (3) imi- 
tation, as in the case of Japan and Russia 
in their adoption of European institutions. 
Unlike most authors on the subject of po- 
litical geography, Professor Whittlesey 
broadens the concept of the state to that 
of a political unit including legal institu- 
tions, which become the imperialistic prod- 
ucts of export and import. 

Derwent Whittlesey’s Earth and State 
is an excellent textbook on the subject of 
political geography. Its style is very read- 
able and it should have a large vogue. 
The author has digested the best of the 
specialized studies in the field which ren- 
ders the volume most valuable for con- 
sultation. 

My criticism of the book is the criticism 
I have made of so many of the works of 
geographers. Is the physical environment 
the sole determinant in the nature of a 
political state? While the geography re- 
mains more or less constant, why is it that 
the area occupied by the Third Reich, for 
example, has been the stage of such totally 
different political governments as the 
Frankish Empire, the Holy Roman Em- 
pire, the German Confederation, the Ger- 
man Empire, and the Weimar Republic? 
To what extent are these specific schemes 
of government due to the invention of the 
mind or to imitation? 

J. H. LANDMAN 

College of the City of New York 
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FOREWORD 


Tais volume is designed to serve pri- 
marily the purpose of a handbook in 
current developments in marketing. 
Each author has striven to answer par- 
ticular questions raised in his field with 
vigorous economic and social analyses. 
If the articles answer for the reader 
such questions as: Why? What is it? 
How did it come about? perhaps then 
a better understanding may be had in 
a field which is young in scientific data 
but old as man himself in practice. 

While marketing may not have had, 
at as early a date, its Frederick W. 
Taylors with identical contributions to 
those of scientific production manage- 
ment, or its Henry Fords with technical 
developments of mass straight-line pro- 
duction, nonetheless marketing has 
contributed to economies and social 
well-being by permitting mass selling 
arrangements in advance of mass pro- 
duction through efforts of many indi- 
viduals and organizations. No large- 
scale producer today enters upon a 
production schedule without first antici- 
pating his sales program with a well- 
conceived market analysis and market- 
ing plan; the economies of large-scale 
production are possible only through 
large-scale distribution; lower prices to 
consumers are made possible by inte- 
grated activities of producer and mar- 
keter. Costs of production may be 
lowered only through effective market- 
ing distribution; the resultant econo- 
mies are due to joint costs of economic 
activity, too frequently attributed to 
lower production costs and accompany- 
ing higher marketing costs. These and 


other problems have been ably attacked- 


by contributors in this issue. 
Marketing as a young profession may 
be said to have had its origin in those 
activities which shifted attitudes of ex- 
ecutives from production problems to 
sales problems within the lifetime of 


xi 


the average reader of this volume. 
Twenty-five years ago teachers in the 
academic field recognized the necessity 
for joint action by forming an organiza- 
tion to study current problems more in- 
tensely. The National Association of 
Teachers of Advertising, with subse- 
quent changes in name and emphasis of 
study, is the predecessor of The Ameri- 
can Marketing Association which this 
year celebrates its silver anniversary. 
With this issue The American Academy 
of Political and Social Science closes its 
fiftieth consecutive year of publication 
of THE ANNALS. Twenty-five or fifty 
years hence, it is hoped that the solu- 
tions to our social and economic prob- 
lems may have proceeded at an ac- 
celerated pace because of a_ better 
understanding by all classes of people 
today. It is with this viewpoint that 
the contributors, drawn from members 
of The American Marketing Associa- 
tion, present some of the recent events 
with interpretations in the field of mar- 
keting. 

Perfect agreement in so young a field 
as marketing may not be expected in 
this volume. Even in so simple a selec- 
tion as the title of the volume, there was 
disagreement based upon a fundamen- 
tal economic approach to the problem of 
distribution and a more technical ap- 
proach to the field of marketing. Ter- 
minology need not concern the average 
reader, however. Common usage has a 
way of ultimately fixing the meaning of 
words. Interchangeable words may not 
always have the nicety of shaded mean- 
ings in synonyms, but in this volume 
two words express similarity of mean- 
ing: 
Marketing Marketing includes those 
business activities in- 
volved in the flow of 
goods and services from 
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production to consump- 
tion. 

Distribution shall be re- 
garded and used as syn- 
onymous with marketing. 
The committee recom- 
mends that in so far as 
possible its use be dis- 
continued. 


The definitions are those of the Com- 
mittee on Definitions, of The American 
Marketing Association. Sanction for 
the word “distribution” has been given 
by popular usage and in Federal Gov- 
ernment reports such as the Census of 
Distribution—an unfortunate title þe- 
cause of confusion with the economists’ 


Distribution 


specialized use of the term in the field 
of economic theory. 

For helpful assistance in the concep- 
tion of this volume I am especially in- 
debted to Dr. Nathanael H. Engle, as- 
sistant director of the Bureau of Foreign 
and Domestic Commerce, Dr. Harry R. 
Tosdal, professor of marketing at Har- 
vard University Graduate School of 
Business Administration, Dr. Wilford 
L. White, administrative chief of the 
Commercial Information Service of the 
Bureau of Foreign and Domestic Com- 
merce, and to others, both contributors 
and noncontributors of articles herein, 
whose suggestions were solicited. 


Howard T. HovDE 


The Consumer Market—Income, Expenditure, 
and Savings 


By Wroz ALDERSON 


N THE fall of 1938 the Philadelphia 
Chapter of the American Marketing 
Association devoted a series of meetings 
to the problem of rational consumer 
buying. The definition of rational con- 
duct adopted was that provided by the 
well-known sociologist, Talcott Par- 
sons, namely, “the employment of 
available means in a manner which may 
reasonably be expected to contribute to 
the ends in view.” ‘The great diversity 
of the ends sought in buying was fully 
recognized, as well as the need for care- 
ful utilization of limited means. The 
consumer buyer was held to be acting 
in at least three separate capacities, 
namely, as household manager, shopper, 
and connoisseur. 

Typical issues considered under these 
three aspects of buying were the con- 
servation of health and morale by ade- 
quate current expenditures versus the 
anticipation of future needs, preferences 
for style and store services versus low 
price and durability, and gratification 
of present tastes versus training of 
taste for fuller enjoyment later. The 
upshot of the discussion was that all 
the participating marketing experts were 
persuaded that they lacked most of the 
essential equipment for rational proce- 
dure in making their own purchases. 

The group did not conclude that the 
lack of complete rationality in the ac- 
tion of individual buyers precluded the 
existence of a high degree of rationality 
in the operation of the distribution sys- 
tem as a whole. Each member of the 
group knew enough about products and 
prices in one or more restricted areas 
to exercise a tangible influence upon the 
distribution of those products. Sellers 
were believed to be sensitive to the crit- 


ical reactions of an active minority of 
their customers and to seek the rea- 
soned approval of these leaders of con- 
sumption. A typical consumer bought 
such a wide range of products that he 
could not possibly have a clear standard 
of value for each product, and yet the 
pressure of consumers as a whole for 
better values was remarkably effective 
in bringing about continuous improve- 
ment in products and stimulating com- 
petitive reduction in prices. 


RATIONAL SELLING 


The problem of rational selling has 
engaged the attention of marketing ex- 
perts over a longer period of time. The 
limited means available for sales and 
advertising effort must be carefully uti- 
lized if a marketing operation is to be 
economical or profitable. To know the 
market is admittedly the first principle 
of sound procedure in the sale of any 
product. As buyers we may not always 
appreciate the value to us of effective 
salesmanship. Economy in selling, 
based on a thorough knowledge of the 
market, is in the public interest fully as 
much as efficient methods of plant op- 
eration. 

Where does the market analyst go for 
his knowledge of consumer markets? 
Often he must go to consumers, or at 
least to a sample group of them, for 
such information as they are willing to 
give about their incomes and their hab- 
its of spending and saving. Fortunate 
is he, indeed, when a public agency such 
as a branch of the Federal Government 
undertakes to gather such information 
for him on a more comprehensive scale 
than most marketing organizations 
could afford to do it for themselves. 


2 THE ANNALS OF THE AMERICAN ACADEMY 


CHART 1 


DISTRIBUTION or Incomes BY SIYE SHOWING Income BREAKING Pers: 


Consumer Purchase Survey 
Total U. S. 


Bb 
919 


F 
’ 
, 


851 


$1,715 

















sl al g| g 

ga] gi a) 2 

rfl etl ord a Q L-2 
sags 88 8 gle a 
CARR ASS a a a 


THE CONSUMER PURCHASE SURVEY 


By far the most comprehensive single 
body of information on consumption in 
existence at the present time is that de- 
rived from an investigation carried on 
by the Federal Government known as 
the Study of Consumer Purchases, or 
more simply the Consumer Purchase 
Survey. The field work was conducted 


1 Figures from Hildegarde Kneeland, Con- 
Sumer Income; in the United States, National 
Resources Committee, 1939. 











by the Bureau of Labor Statistics and 
the Bureau of Home Economics. Two 
reports for the United States as a whole 
based on this material have been pub- 
lished by the National Resources Com- 
mittee. This article is based primarily 
on these government estimates pub- 
lished under the titles Consumer In- 
comes in the United States and Con- 
sumer Expenditures in the Untied 
States. The official estimates will be 
supplemented by further analysis of the 
original findings. 
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The first great contribution of the 
Study of Consumer Purchases was to 
provide an accurate picture of the dis- 
tribution of consumer incomes by size 
in the United States. The year covered 
was a twelve-month period during 
1935-36. Income information was ob- 
tained from nearly 300,000 families 
carefully selected to give a cross sec- 
tion of the whole United States and 
properly proportioned by size of fam- 
ily, occupation, and region, and selected 
from 66 farm counties, 140 villages, and 
51 cities in four size groups. The esti- 
mates of income for all consumer units 
made by the National Resources Com- 
mittee are based on this exceptionally 
thorough field study. Consumer units 
are families plus single individuals 
maintaining separate budgets. 

The distribution of incomes as found 
in this investigation is shown in Chart 
1. The chart is plotted as if all con- 
sumer units had been lined up from the 
highest to the lowest income. The base 
line is scaled in terms of number of 
families, so that one-tenth of the dis- 
tance from left to right, for example, 
would represent the first 10 per cent of 
families. The height of the line at each 
point represents the income of the fam- 
ily lying at that point along the base 
line. The chart also indicates the way 
in which families are divided into in- 
come groups for the discussion which 
follows. 

Various ways of dividing families by 
economic level are shown in the reports 
of the National Resources Committee. 
The most detailed plan shows twenty- 
three separate income bands. The sim- 
plest divides families—or consumer 
units—into four groups with 25 per 
cent of the families in each group, per- 
mitting a recombination into two halves 
each representing 50 per cent of the 
families above or below the median in- 
come. The latter method of division is 
chosen here as offering the greatest fa- 


cilities for presenting the findings in 
broad outline. Before passing on to 
an analysis of expenditures, it is inter- 
esting to note that the shape of the 
curve in this chart is consistent with 
the assumptions which have been made 
by economists in discussions of the sub- 
ject. It substantiates Pareto’s law ac- 
cording to which the curve at the upper 
end of the income range was said to de- 
part from a straight line and rise rap- 
idly in parabolic form. 

The first quarter is not so homogene- 
ous as the other quarters, because of a 
few very high-income families at the 
extreme left of the chart. For most 
forms of consumption, however, the ex- 
penditure curve flattens off at this point 
as compared to the income curve. In 
analyzing the market for nearly any 
consumer-goods product, it is quite sat- 
isfactory to think of each quarter as a 
unit which can be represented by av- 
erage incomes and expenditures for that 
quarter. 


EXPENDITURES BY INCOME LEVEL 


Table 1 shows expenditures by all 
consumer units divided into fourteen 
groups of consumption items plus Gifts, 
Personal Taxes, and Savings or Deficits. 
The table also shows the percentage 
share accounted for by upper-half and 
lower-half families and by each of the 
four quarters. The fourteen groups of 
consumption items are arranged in or- 
der of magnitude of dollar expenditures, 
with Food and Housing coming first. 
These two groups represent the most 
necessitous form of expenditure, ab- 
sorbing over 40 per cent of the total 
consumer income and over two-thirds 
of the total income in the lower half. 

The character of each of these ex- 
penditure groups needs to be suggested 
by brief definitions before proceeding 
to more detailed considerations of the 
significance of the findings. The Food 
figure includes the value of food pro- 
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TABLE 1—Szarse or Eacu Drviston or Nation’s CONSUMER Units IN AGGREGATE Dis- 
BURSEMENT, 1935-36? 


(Urban and Rural Combined) 








Food 

Housing 

Household Operation 

Clothing 

Automobile 

Medical Care 

Recreation 

Furnishings 

Personal Care 

Tobacco 

Transportation other 
than Automobile 

Reading 

Education 

Other Items 


All Consumption Items 
Gifts 


Personal Taxes 
Savings or Deficits 


Percentage of Aggregate Spent by 





All Items 











duced at home by farm families and 
others, while the Housing figure in- 
cludes the imputed value of owned 
homes, both urban and rural, as well 
as rentals paid. Household Operation 
includes heat, light, refrigeration, house- 
hold help, laundry supplies, and similar 
items, Clothing covers wearing apparel 
and adornment for all members of the 
family. The fifth item—Automobiles 
—covers not only the amount spent for 
the purchase of new and used automo- 
biles but also all operating expenses, 
such as gascline, oil, tires, and repairs. 

2 From Hildegarde Kneeland, Consumer Ex- 


penditures in the United States, National Re- 
sources Committee, 1939. 


Medical Care is a broad classification 
including fees of physicians and den- 
tists, as well as hospitalization charges, 
drugs, and first-aid supplies. Recrea- 
tion covers not only all forms of com- 
mercial entertainment, such as shows 
and athletic exhibitions, but also the 
cost of recreational equipment, such as 
golf clubs, tennis racquets, and fishing 
tackle. The cost of owning and operat- 
ing radios and musical instruments is 
also covered here, contrasted with all 
otber types of household furniture and 
house appliances, which are covered un- 
der the next heading of Furnishings. 
Personal Care covers all toilet articles 
and preparations, including cosmetics, 
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TABLE 2—AÁVERAGE DISBURSEMENTS OF CONSUMER UNITS IN EAcu DIVISION OF NATION. 


























s 1935-36 ? 
Picea Upper | Lower Second 
Units Half Half Quarter 
Food $284 $457 
Housing 138 234 
Household Operation 68 129 
Clothing 62 125 
Automobile 25. 84 
Medical Care 26 53 
Recreation 13 37 
Furnishings 13 37 
Personal Care 15 26 
Tobacco 14 27 
Transportation other 
than Automobile 13 21 
Reading 8 15 
Education 3 9 
Other Items 3 8 
All Consumption Items $685 $1,262 
Gifts 
Personal Taxes 20 32 
Savings —74 20 
All Items $631 $1,334 








as well as expenditures for beauty-shop 
and barber-shop services. Tobacco in- 
cludes all types of tobacco and the nu- 
merous items under the subheading of 
smokers’ supplies. 

Transportation other than Automo- 
bile is made up very largely of daily 
transportation, such as that incident to 
living in a large city and working down- 
town. It also covers traveling away 
from home by means other than auto- 
mobile, such as railroad, bus, and 
steamship. Reading comprises maga- 
zines, newspapers, books, and library 
fees. Education covers all items from 
tuition in private schools or colleges 
down to school supplies purchased by 
the family. Other Items is a small but 
very diversified miscellaneous category 


3 From Hildegarde Kneeland, Consumer Ex- 
penditures in the United States, National Re- 
sources Committee, 1939. 





covering such items as membership dues 
in unions, clubs, or fraternal organiza- 
tions. 

Gifts include the gifts to charity or 
to friends or relatives outside the im- 
mediate family. Personal Taxes cover 
such items as income tax and personal 
property tax. Excise taxes on cosmet- 
ics and taxes on real estate were ac- 
counted for in the particular product 
groups to which they pertain. Savings 
or Deficits represent all changes in fam- 
ily assets or liabilities, such as payment 
on insurance premiums or the surrender 
of insurance policies, additions to or 
withdrawals from savings accounts, and 
investments in real estate, stocks and 
bonds, and so forth. 

The various forms of expenditure 
show great variation with respect to the 
degree of concentration toward the up- 
per end of the income scale. Food, 
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which is uncoubtedly the most essential 
of consumer expenditures, has 66.8 per 
cent of total expenditure in the upper 
half. The automobile group, by con- 
trast, shows 87 per cent of expenditures 
in the upper half. There are also some 
interesting features in the variation by 
quarters. The greatest stability is in 
the second quarter, which contains 25 
per cent of the families and accounts for 
24.8 per cent of expenditure for all 
consumption items. The share of this 
quarter is within a few points of 25 per 
cent in nearly every case. The first 
quarter acccunts for much more than 
an average share in each type of expen- 
diture, balanced by a correspondingly 
less-than-average share in the lower 
half. 


CONSUMPTION RATES FOR PRODUCT 
CLASSES 


Table 2 shows the consumption rates 
or average annual expenditures for each 
product group and for each section of 
the market. The first-quarter families, 
for example, spent $250 a year for the 
ownership and operation of automo- 
biles, while fourth-quarter families spent 
only $13. These figures of course are 
averaged over all families in the quar- 
ter, regardless of whether they own or 
operate an automobile or not. There 
would be less disparity between the 
quarters if the figure applied only to 
the families who owned automobiles at 
each level. 

The relative importance of each item 
in the family budget can be determined 
by comparing any item with the income 
or expenditure figure at the bottom of 
the table. Thus, families in the fourth 
quarter spent $511 on the average, in- 
cluding gifts and personal taxes. Their 
average income was only $409, leaving 
a deficit of $102. Thus every dollar of 
income was supplemented by a dollar 
of deficit spending—a dollar obtained 
by drawing on savings or going into 


debt. Fourth-quarter families had to 
spend $325 for food and housing alone, 
or nearly 75 per cent of income. Ex- 
penditures for items other than food 
and housing were accounted for by the 
remainder of $84 plus the deficit of 
$102, or a total of $186. The third 
quarter also shows an average deficit, 
while both the first and second quarters 
show an average saving. 

To the extent that lower-half families 
are deficit families, there is a serious 
obstacle to selling them anything other 
than sheer necessities. While the ma- 
jority of lower-half families do actually 
accrue deficits, there is a small per- 
centage which save money even in the 
fourth quarter. On the other hand, 
while the majority of the families in the 
upper half make some savings, there are 
a few families even in the first quarter 
which end the year with a deficit. 
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Possibly the most significant single 
fact from a marketing standpoint which 
the Consumer Purchase Survey has pro- 
duced is that shown in Chart 2. In this 
chart the range of variation in the dis- 
tribution of sales by income level is 
plotted, showing automobiles with the 
greatest difference between the quar- 
ters, and food with the least. 

If the full significance of this fact 
were generally understood, it would un- 
doubtedly bring about important 
changes in advertising and promotion 
policies. Because of the lack of defi- 
nite information about markets, ad- 
vertisers and advertising agencies have 
looked for sharp distinctions by which 
products could be thrown into separate 
classes. Some products have been 
looked upon as being designed pri- 
marily for the upper-half market, and 
others for the lower-half market. The 
consumer study shows that such sharp 
distinctions cannot be drawn. All 
product groups and most individual 
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Tue RANGE oF VARIATION IN THE DISTRIBUTION OF SALES BY INCOME LEVEL 
IN UNITED STATES * 








65.2% 40.1% 21.3% 26.7% 


First Quarter Second Quarter 


products get the greater share of their 
volume from the first 50 per cent of 
families. The difference between prod- 
ucts is a difference of degree rather than 
of kind. A product classification may 
get seven-eighths of its volume from the 
upper half, as in the case of automobile 
expense, or only two-thirds, as in the 
case of food expense. The line con- 
necting the bars and indicating the 
gradation between quarters practically 
always slopes down from the high-in- 
come group to the low-income group. 
This line changes its slope but scarcely 
ever changes its direction. 


VARIATIONS BY SIZE OF COMMUNITY 


Table 3 shows how income, expendi- 


4 Figures from Hildegarde Kneeland, Con- 
sumer Expenditures in the United States. 


E Automobile Expenditure 


[] Food Expenditure 
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9.0% 20.5% 
Third Quarter 


3.4% 12.7% 
Fourth Quarter 


ture, and savings vary by size of com- 
munity. The metropolitan centers are 
places of 1,500,000 population or more. 
The large cities range from 100,000 up 
to metropolitan size. Middle-sized cit- 
ies range from 25,000 to 100,000; small 
cities from 2,500 to 25,000; and the 
rural portion combines farm and village 
families. There is an obvious tendency 
for income and expenditure to decrease 
on the average as the size of the city 
decreases. The average savings, how- 
ever, tend to increase as the size of city 
decreases, which tendency is especially 
marked among upper-half families. In 
the lower half, where iamilies in all 
communities show deficits on the av- 
erage, the average amount of the deficit 
tends to go down as the size of city 
decreases. 
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TABLE 3—Iincomg, EXPENDITURE, AND SAVINGS, BY SIZE or COMMUNITY § 






















Metropolitan 
Centers 


6 Large Cities 

14 Middle-Sized 
Cities 

29 Small Cities 


Rural Communities * 














All Families Upper Half Lower Half 

Ex- Sa Ex- 
Income| pendi- | 22%” |Income| pendi- Income} pendi- | Savings 

ture ngs ture 
$1,680 | $1,702 |—$22 | $2,509 | $2,389 $1,014 | — $163 
1,558; 1,496; 621 2,361 854 —98 
1,358; 1,324 34 | 2,031 787 | —103 
1,375} 1,288 87 | 2,070 757 —77 
1,141] 1,024 117 | 1,797 575 —91 





* 140 villages ard farm families in 66 counties. 


The apparent decline in income and 
expenditure is somewhat deceptive, be- 
cause real purchasing power for most 
of the product classifications actually 
tends to increase. This fact is shown 
by Table 4 on the basis of the amount 
left over after the cost of food, housing, 
and transportation has been deducted 
from income. Because these groups of 
living costs are higher in the large 
places than in the small cities and the 
rural regions, they may be called “costs 
affected by congestion.” These costs 
decrease more rapidly than income as 
the size of city decreases. As a result, 
the family with $1,500 income in metro- 
politan centers has only $439 left after 
peying the costs affected by congestion, 
whereas the family of the same income 
level in the small cities would have $799 
left, and in the rural communities would 
have $827. 

Another basis of comparison is to 
note the income level which is required 
in the smaller places to equal the $1,500 
income in the metropolitan centers in 
the amount of real purchasing power 


5 Estimates made by The Curtis Publishing 
Company, Philadelphia, based on preliminary 
releases published by the Bureau of Labor 
Stetistics and the Bureau of Home Economics. 


that remains after deducting the costs 
affected by congestion from income. 
The income required steadily decreases 
as the size of city decreases, so that in 
small cities and rural areas it requires 
only $1,000 income to have an equal 
amount of purchasing power left over 
after paying these costs, which may 
be devoted to other types of expendi- 
ture or to savings. 

In Table 5 the market patterns are 
shown by size of community. These 
market patterns run slightly lower than 
the market pattern for the country as 
a whole, for several reasons—one being 
that the extremes are not quite so great 
within any one city or section as they 
are when the country as a whole is con- 
sidered. The data on which these mar- 
ket patterns for separate sizes of com- 
munity are based have not been pub- 
lished by the National Resources Com- 
mittee, but were furnished to The Cur- 
tis Publishing Company as a basis for 
its own calculations. It will be seen 
that there is no significant difference in 
the pattern from one size of community 
to another. The upper half accounts 
for something over 70 per cent of total 
expenditure in every case. There is a 
slight tendency for the share of the first 
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TABLE 4—IncomME Less Cost or Foop, HOUSING, AND TRANSPORTATION OTHER THAN 
AUTOMOBILE, FOR SELECTED INCOME LEVELS ê 











Metro- 





Small Rural 

Cities Communities 
$697 $799 $827 
621 727 751 
546 654 676 
481 580 601 
416 507 527 


351 441 458 





Family : Large 
Income E Ean Cities 
$1,500 $439 $655 
1,400 385 586 

1,300 334 518 

1,200 286 455 

1,100 238 392 

1,000 174 331 
Average Income $1,680 $1,558 


quarter to grade down slightly as size 
of city decreases. This fact possibly 
reflects the presence of a small group 
of very high incomes in the larger places 
which cannot be matched in smaller 
communities. 

In dollars of expenditure, the upper 
half shows greater uniformity than the 
lower half in most expenditure classi- 
fications. This is true both from com- 
munities of one size to another and from 
one region to another. Since lower-half 
expenditures are guided by the pressure 
of necessity to a greater degree than up- 
per-half expenditures, it might have 
been expected that a higher degree of 
uniformity in the lower half would re- 
sult. Apparently, however, the pres- 


$1,358 $1,375 





sure of necessity takes a different form 
in different parts of the country. Hous- 
ing may be a more pressing considera- 
tion in one instance and medical care in 
another. The upper half is able to a 
greater degree to follow a standard of 
living based on preference. Since this 
standard has been established partly as 
a result of national advertising, it is 
understandable that it should have a 
general similarity in all communities. 


SPECIAL ASPECTS OF THE FARM 
MARKET 
In the tables so far, farm and village 
families have been shown together un- 
der the heading of “Rural Communi- 
ties.” There are some special problems 


TABLE 5—MARKET PATTERN FoR TOTAL EXPENDITURE, By Size of Community ® 
(In percentages) 








Upper | Lower 
Half 


Metropolitan Centers 
6 Large Cities 
14 Middle-Sized Cities 
29 Small Cities 


Rural Communities 













First Second 
Quarter | Quarter 


Third | Fourth 


Half Quarter | Quarter 


29.8 11.6 
28.6 17.9 10.7 
29.7 18.6 11.1 
29.4 10.5 
28.1 











6 Estimates made by The Curtis Publishing 
Company, Philadelphia, based on preliminary 


releases published by the Bureau of Labor 
Statistics and the Bureau of Home Economics. 
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concerning farm consumption whick are 
deserving of further comment. Farm- 
ing combines an operation and a way of 
living to a greater extent than any cther 
economic activity. It is not easy to 
separate all the elements of farm op- 
eration from those of farm family liv- 
ing. In this study farm operating costs 
were ignored, no record having been 
made of the cost of feed, seed, fertilizer, 
and owning and operating trucks, trac- 
tors, and farm machinery. Farm fam- 
ily living includes only expenditure for 
consumption by the family. With re- 
spect to food, fuel, and housing, how- 
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ever, it covers farm-produced goods as 
well as those bought for cash. 

The importance of the farm market 
has been minimized by injudicious use 
of the Census of Distribution. It has 
frequently been pointed out that while 
43 per cent of the families live in rural 
communities, including farms and vil- 
lages, sales in rural places account for 
only 18 per cent of sales. A detailed 
comparison was made between rural 
consumption and rural sales in nine 
counties in Ilinois and Iowa covered 
by the Consumer Purchase Survey. 
The gist of this comparison is shown 


TABLE 6—A BALANCE SHEET FOR RURAL CONSUMPTION IN NINE COUNTIES IN ILLINOIS 
AND Iowa, 1935-36 





























Rural Sales—1935 21k kc ee cee en eee we $13,576,000 
Farm family living . . ..... . $24,947,651 
Village family living......0 -2.--.. cee ra cee 16,080,215 
Total rural family living 2. we. eee eee 41,027,866 
Less farm-furnished goods........... sars 10,182,665 
Money expense for rural family livirg .. 30,845,201 
Less the service element in family livirg... ... .. ... . 6,745,053 
Money expense for commodities consumed in rural family 
Living. coed ao SS as 24,100,148 
Plus money expense for commodities const med in farm operating 
EXPENSE Me e a ae ie Skee eee hoe x .. . 93,347,642 © 
Total spent for commodities by rural families .. 27,447,790 
Consumption by rural families ... . $27,447,790 
Sales in rural places. $13,576,000 











o Since farm operating expense was not covered by the Consumer Purchase Survey, this 
figure had to be estimated from other sources. By adding this amount and deducting the 
estimated expenditures for services, the final figure on expenditure for commodities is rendered 
comparable with the sale of commodities in retail stores. Otherwise the table is based on 
preliminary releases published by the Bureau of Home Economics. 
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in Table 6. As a result of the compari- 
son it is possible to say that consump- 
tion by rural families is twice as great 
as sales in rural places. In other words, 
rural families buy as much in urban 
places as they buy in rural places. 
While this statement is based on an 
analysis of sales and consumption in 
only nine counties, it is generally sub- 
stantiated by other phases of the con- 
sumer study, including the figures which 
have already been published showing 
that rural families receive 34.2 per cent 
of the national income. 


REGIONAL DIFFERENCES 


Regional differences are, generally 
speaking, not significant. The one ex- 
ception is the divergence of the south- 
eastern region from the national pic- 
ture. There is a greater disparity of 
income and expenditure in the South- 
east than elsewhere. This is apparently 
due to the concentration of colored pop- 
ulation in the rural South particularly, 
but also in southern cities. Atlanta is 
one of the six large cities covered, and 
shows a market pattern of about 75-25 
against the 70-30 pattern prevailing in 
the other large cities. The high market 
pattern in Atlanta is not due to extra 
strength in the upper half, but to excep- 
tional weakness in the lower half. Sim- 
ilarly, the middle-sized cities and small 
cities in the South have a higher market 
pattern because of lower consump- 
tion rates in the lower half of the 
market. 

The difference between the Southeast 
and the rest of the country is greatest 
in rural areas and particularly among 
farm families. The first quarter of 
farm families in the South are about on 
a par with the upper half of farm fami- 
lies elsewhere. Lower-half farm fami- 
lies in the South are low not only in 
cash income but also in farm-produced 
goods, such as food, and the value of 
housing occupied. 


SUMMARY AND CONCLUSIONS 


To summarize briefly the discussion 
so far, the major conclusions drawn 
from the Consumer Purchase Survey 
are as follows: 

1, Consumer expenditures are deter- 
mined more by income than by any 
other factor. 

2. Families toward the lower end of 
the income scale show a deficit at the 
end of the year, having had to draw on 


_ savings or credit in order to maintain 


even their moderate rates of consump- 
tion. 

3. The principal variation by size of 
community is a decrease in the so-called 
“costs affected by congestion” more 
than offsetting the decrease in income 
as size of community decreases. 

4. The gradient showing the differ- 
ence in consumption rates by income 
level varies in slope but never changes 
its direction, since the first 50 per cent 
of the families always account for the 
larger share of the total. 

5. The market pattern is uniform 
from one size of city to another, and 
the rates of consumption tend to be 
uniform in the upper half. 

6. Consumption by rural families is 
about twice as great as sales in rural 
places. 

7. Regional differences are not im- 
portant except with regard to the South- 
east, where income and consumption 
are less for lower-half families than in 
the rest of the country. 


RELATION OF OWNERSHIP TO 
PURCHASE 


Some additional marketing facts 
found in the Consumer Purchase Survey 
will be commented upon briefly with- 
out showing the detailed statistical in~ 
formation. The consumer study clari- 
fies the relationship between ownership 
and consumption in various classes of 
durable goods. With respect to auto- 
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mobiles, it is found that car ownership 
is less concentrated in the upper half 
than expenditures for either purchase or 
operation of automobiles. Concentra- 
tion is greater on the purchase of cars 
because of the fact that upper-half fam- 
_ ilies buy higher-priced cars and a h'gher 
proportion of new cars, and repair their 
cars more frequently. The pattern for 
operating costs is raised because upper- 
half families run their cars a greater 
number of miles, buy somewhat higher- 
priced gascline, oil, and tires, and are 
more careiul about replacing items 
which might influence the safety of 
driving. 

In the household equipment field 
there has keen much discussion of the 
factor of market saturation. The argu- 
ment is that since all the families in the 
upper half who may have wanted re- 
frigerators and vacuum cleaners have 
already bought them, the principal mar- 
ket for the future must be found in the 
lower half. The survey shows that 
ownership is in fact concentrated in the 
upper half, but that expenditures for 
new appliances are concentrated there 
as well. Apparently it is true without 
exception in the major appliance field 
that before the upper half has become 
fully equipped with a particular appli- 
ance, the replacement business in the 
upper half has already reached the 
stage where it is greater than any pos- 
sible new business that can be obtained 
from the lower half. This is true even 
with respect to the washing machine, 
which has the lowest market pattern of 
any major appliance. 

The facts are of such marked con- 
trast with the assumptions in this case 
as to suggest that the term “market 
habituation” would reflect more accu- 
rately what actually takes place than 
the term “market saturation.” Appar- 
ently it is by the fact of the more pros- 
perous families becoming habituated to 
the use of a particular type of equip- 


ment and being educated to desire any 
possible improvements as they come 
along that the market for appliances is 
maintained. 


ConsuMrERr BUDGETS AND PRICE PoLicy 


The Consumer Purchase Survey 
should eventually contribute greatly to 
the theory and practice of pricing. The 
findings make it obvious that the cus- 
tomers who can be brought into the 
market by changes in price or promo- 
tional appeal are not located solely at 
the bottom of the income scale, but are 
to be found at every income level. This 
is, of course, consistent with the view- 
point of economists that marginal con- 
siderations operate at every income 
level, and not merely for the market 
considered as a whole. All consumers 
economize in their purchases in some 
sense, even though they may have 
higher than average incomes. Economy 
on products of both large and small unit 
cost takes two forms, namely, buying 
fewer items than the number which 
might be desired, and restricting the 
quantity purchased for each item 
bought. 

With respect to items of small unit 
cost, it is not always easy for the manu- 
facturer to see that economic restric- 
tions are at work. If the item costs 
only 25 cents, he is inclined to assume 
that any consumer can buy it. This 
assumption is all very well with respect 
to a single package, but the consump- 
tion that is worth while to the seller is 
based on established consuming habits 
which run into money during the course 
of the year. A striking example is to 
consider what the fourth-quarter fami- 
lies can do with the money they save on 
personal-care expenditures as compared 
with the expenditures of the first-quar- 
ter families. The difference between 
these quarters in the expenditure for 
cosmetics and other personal-care items 
is greater than the entire annual ex- 
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penditure for clothing in the fourth 
quarter. 

Some of the more detailed phases of 
the Consumer Purchase Survey will 
make it possible to set up a very im- 
portant distinction with respect to the 
character of the market for various 
products. That will be to show sepa- 
rately the number of using families and 
the rate of use per using family as the 
two factors responsible for total ex- 
penditure. Each is subject to quite 
distinct interpretation with respect to 
marketing problems. The number of 
users by income level or by other classi- 
fication of consumer units gives the 
more significant indication of whether 


it is possible to interest a class of con- 
sumers in a product. Seasonal changes 
are also available showing the stability 
of using habits in different sections of 
the market. It seems obvicus that to 
increase the number of users, it is neces- 
sary first of all to create a specific de- 
mand for a product as such. The rate 
of use, on the other hand, is more sub- 
ject to influence by such factors as 
price, and particularly the price rela- 
tive to that of other products of simi- 
lar use. Generally speaking, both num- 
ber of users and rate of use are highest 
in the upper half of the market, and the 
upper half shows greater stability of 
use from season to season. 


Wroe Alderson is market analyst for the Division 
of Commercial Research, The Curtis Publishing Com- 
pany, Philadelphia. He was formerly with the United 
States Department of Commerce in charge of distribu- 
tion cost analysis, including the National Drug Store 
Survey. He ts author of numerous studies and arti- 
cles on distribution costs, retail prices and price- 
control legislation, and marketing of consumer-goods 


products. 


Consumption, the End Result of Marketing 


By Roranp S. VAmE 


ONSUMPTION is the end and 

aim of all economic action, and 
production should be attended to only 
as it furthers consumption.” This state- 
ment, made many years ago by Adam 
Smith, still rings true. The generaliza- 
tion includes, of course, the narrower 
application: consumption is—must be 
—the end result of marketing. 

In marketing, as in all production, 
some activities lead directly and others 
less directly to consumption. The 
Twentieth Century Fund has recently 
illustrated this fact in striking manner 
in its chart on the Flow of Goods in the 
United States. Some of its data may 
be recast as follows to show something 
of the locus of marketing in the prog- 
ress of materials toward consumption. 


Casts OF MARKETING 


In 1929 consumers purchased $48,- 
700,000,000 of goods: $44,500,000,000 
from retailers, $2,200,000,000 from 
manufacturers, $1,200,000,000 from 
farmers, and $700,000,000 from inter- 
mediary trade (“Buy wholesale” appar- 
ently was not very important in 1929!). 
The retail trade bought $37,000,000,- 
000 of goocs and sold $49,200,000,000 
of which $44,500,000,000 went direct to 
consumers. In other words, there was 
a total retailing cost of the difference 
between $49,200,C00,000 and $37,000,- 
000,000, or $12,200,000,000, or about 
25 per cent of the total value of all 
goods purchased by consumers. 

In addition to these retailing margins 
are those of intermediary trade. These 
business enterprises purchased goods 
for $62,200,900,000 and sold $69,300,- 
000,000 worth, thus retaining a gross 
margin of $7,100,000,000. This is an- 
other 14.5 per cent of the total value 
of all goods purchased by consumers. 
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Only about 40 per cent of this interme- 
diary trade passed goods directly to- 
ward consumers; 60 per cent contrib- 
uted less directly toward consumption. 

As another addition to the full cost 
of marketing, it is reported that manu- 
facturers spent $9,100,000,000 in mar- 
keting their products. The manufac- 
turers’ marketing activities influence 
consumption quite indirectly. Only 3 
per cent of their sales carry goods to 
consumers; about 30 per cent are made 
to other manufacturers. 

In total, nearly 59 per cent of the 
costs of producing and distributing 
commcdities in 1929 (including the 
value of goods exported, the consump- 
tion of electricity and similar utilities, 
and the consumption in public institu- 
tions) were costs of marketing, broadly 
defined. This is an important and, to 
some, an amazing proportion of total 
economic activity. Consumers have 
good reason to inquire whether all the 
marketing operations have consumption 
as their end and aim, or wheter some 
of them merely are “busy work” by 
means of which so-called merchants 
hope to extract a personal income from 
the commonwealth. The test of each 
marketing activity and institution might 
well be whether or not it furthers con- 
sumption. i 

The Twentieth Century Fund study 
did not consider all forms of consump- 
tion, but was limited to the consump- 
tion of goods and a few services. Peo- 
ple also “consume,” in an economic 
sense at least, such things as surgery, 
educaticn, symphony concerts, and pub- 
lic parks. There are marketing activi- 
ties connected with each of these things, 
perhaps, but broadly speaking they rep- 
resent fields of marketing of a lesser 
order of importance. Thus it is a tru- 


CoNSUMPTION, THE END 


ism that while consumption is properly 
the end of all marketing, marketing is 
not essential to all forms of consump- 
tion. 

Surely no symposium on marketing 
would be complete without a discus- 
sion of consumption, its end result. 
This discussion might take many forms. 
In the present essay we have chosen to 
consider briefly the following questions: 
What does present income permit peo- 
ple to consume? What do people con- 
sume? What factors other than income 
influence consumption? What “ought” 
people to consume? 


INCOME AND CONSUMPTION 


There is an old Chinese proverb to 
the general effect that those people are 
most highly civilized who devote the 
smallest proportion of their time and 
resources to the bare necessities of food 
and shelter. These people have left, 
presumably, a high proportion of time 
and resources to devote to other things. 
It will be interesting, perhaps, to view 
the data on consumption that Mr. Al- 
derson has presented in the preceding 
article in the light of this proverb. 

It is impossible, perhaps, to extract 
from Alderson’s data the exact propor- 
tions of total time and resources de- 
voted to food and shelter. The first 
four categories in his Table 2, however, 
serve fairly well, namely: food, housing, 
household operation, and clothing. 
When these four items are totaled and 
compared with the grand total of all 
items, we may see the proportion of to- 
tal income that remains to family units, 
on the average, after these essentials 
have been cared for. This residual 
(which may be used for other, less ne- 
cessitous forms of consumption), com- 
puted by income groups for a twelve- 
month period during 1935-36, is as 
follows: all consumer units, 38 per 
cent; first quarter by income, 50 per 
cent; second quarter, 29 per cent; third 
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quarter, 19 per cent; fourth quarter, 
— 1 per cent. . 
By inference one might conclude that 
the “submerged one-fourth” of our pop- 
ulation—those family units with the 
lowest money incomes—have no degree 
of “civilization,” since they have no in- 
come with which to extend their con- 
sumption beyond these necessaries. 
Even the quarter of our population with 
highest income devotes half of it, on 
the average, to these items. Thus the 
low plane of our civilization is empha- 
sized, and the need for greater total 
production is made clear if consumption 
of material goods and services is to go 
far beyond the threshold of civilization. 
In his Table 4, Alderson has used a 
somewhat different grouping of con- 
sumption items than the one used 
above. He has subtracted the cost of 
food, housing, and transportation other 
than automobile from total money in- 
come and has found, thus, a residual 
which is available for other forms of 
consumption. Perhaps this is as good a 
test of civilization as our classification. 
In any case, we can rearrange his data 
to show some comparisons of consump- 
tion possibilities among the different 
places of residence, as seen in Table 1. 
From these data it may be inferred 
that people living in our small cities and 
rural communities have, in the aggre- 
gate, a greater proportion of their in- 
come with which to become “civilized” 
than have those living in large cities; in 
small cities they even have more dol- 
lars to use toward that end. Our met- 
ropolitan centers and large cities gen- 
erally are thought of as our centers of 
culture. Doubtless they are in many 
ways; but our present production and 
distribution of income is such as to sug- 
gest that many of the residents of these 
centers are unable to participate in the 
cultural opportunities. That is to say, 
their money income is so nearly all 
needed for food, housing, and trans- 
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TABLE 1—RESIDUAL INCOME AFTER EXPENDITURES FOR Foop, HOUSING. AND TRANSPOR- 


TATION OTHER THAN AUTOMOBILE, COMPARED WITH AVERAGE INCOME ? 


ko 


(By Size of Community) 











Average 

Income 
Metropolitan centers $1,680 
Large cities 1,558 
Middle-sized cities 1,358 
Small cities 1,375 
Rural communities 1,141 








Residual at 
Average Income Level 
In Per Cent of 
In Dollars Averaze Income 
$439+ è 26+ 
6554 ? 424+ 
595 ¢ 44 
699 4 51 
557 ° 49 





* These data are arranged as averages of the aggregates of income and residuals. 


Of course 


there are frequency distributions of each in every community. 
> No data concerning residual for average income above $1,500. 
° Fifty-eight per cent of the difference between the residuals at $1,300 and $1,400 added to the 


former. 


4 Seventy-five per cent of the difference between the residuals at $1,300 and $1,400 added to 


the former. 


* Forty-one per cent of the difference between the resic uals at $1,300 and $1,400 added to the 


former. 


portation that there is little left with 
which to consume the less imperative, 
more interesting things the city offers. 
If ability to consume other than the bi- 
ological necessities is a measure of civ- 
ilization, we are still largely uncivilized. 


STANDARDS OF CONSUMPTION 


The Heller Committee of the Uni- 
versity of California has undertaken 
over a period of years to suggest stand- 
ards of living for families at different 
income levels living in the San Fran- 
cisco Bay region. These standards 
have been set in terms of physical units 
of consumption in such manner zhat 
typical class incomes could be so used 
as to meet the standards. If in 1936 
the total national income produced had 
been distributed equally among all the 
families in the United States, the stand- 
ard of consumption set by the Heller 
Committee for wage earners’ families 
could have been barely reached by each 
family in the country. However, it 
should be noted that the Heller Com- 


mittee used $2,000 as the family income 
for its typical (or hypothetical) wage 
earner, which Alderson, in his Chart 1, 
shows z0 have been reached in 1935-36 
by only about 20 per cent of families. 

This standard for wage earners lacks 
provision for many things desirable to 
include in a complete program of con- 
sumption. Some of these the present 
writer nas summarized in another con- 
nection as follows: 


It provides no aid to the housewife, for 
example, either in the form of incidental 
help or commercial laundry and cleaning; 
it allows only $3 a year for stationery and 
postage; the allowance for cigarettes for a 
family certainly is lower than the expendi- 
ture of many single college students; the 
husband must always shave himself: the 
wife can have a finger wave only once ev- 
ery two months; the family automobile is 
to travel only 5,000 miles a year; no vaca- 
tion expenditures are included; only $2 is 
allowed ror books and periodicals; electric 
refrigeration is not provided, to say noth- 
ing of a:r-conditioning for the house; no 
provision is made for education bevond the 


CONSUMPTION, THE END RESULT oF MARKETING 17 


public schools; the allowance for leisure- 
time activities is low; emergencies are not 
provided for. 

In the standard clothing budget for the 
wage earner’s family there are many items 
for which the allowance seems pitifully 
low For example, the man of the house 
must wear his $23 overcoat for 6 years, he 
can have a new suit only once in 2 years, 
his felt house slippers must last 4 years, 
his flannel bathrobe is supposed to be good 
for 8 years, and his billfold is replaced ev- 
ery 5 years. (Fortunately he does not 
have much money, so his billfold may last 
that long.) He is allowed 2 new neckties 
each year, 2% pairs of shoes, 6 shirts, and 
10 pairs of socks. His belt and sweater 
must last 3 years and his felt hat 2 years 
The wife of the family has 3 pairs of shoes 
in her wardrobe, but buys only 2 new pairs 
each year She possesses a total of 7 
dresses and buys 3% each year. Her bath- 
robe must last 6 years, her 2 coats 3 or 4 
years each, her bedroom slippers 3 years, 
and her street hat 2 years.* 


One should perhaps add some other 
comments to this list of shortcomings of 
the suggested standard of consumption. 
An annual medical allowance of $75 per 
family is inadequate to give the sort of 
service deemed by experts to be neces- 
sary for the maintenance of human effi- 
ciency. The $18 allowance for support 
of church and charity would yield a 
sum far short of our present expendi- 
ture on the health-and-character-build- 
ing activities of modern communities. 
Leisure-time activities could easily ab- 
sorb more than the $125 annually alot- 
ted to them. The $100 included for 
savings and insurance is far from 
enough to provide, on an actuarial ba- 
sis, for interruptions of employment and 
income due to sickness, accident, un- 
employment, and old age. The exist- 
ence of these shortages in the standard 
budgets of the rank and file have led— 


1R S. Vaile and H. G. Canoyer, Income 
and Consumption (New York: Henry Holt 
and Co., 1938), pp. 202, 209. | 


and are still leading—to socially under- 
taken programs of public health, recrea- 
tion, and social security in an ever wid- 
ening pattern and on an ever increasing 
scale. Present consumption is planned 
in part, therefore, in the legislative halls 
rather than in the market place; and 
this part is likely to grow larger in the 
near iuture. 


INFLUENCING CONSUMER CHOICE 


Nearly every textbook on marketing 
includes a list of functions of market- 
ing. Some of these refer to the physical 
movement, storage, or other handling of 
goods or to the financing of marketing 
operations. With these this essay does 
not deal. Two of the commonly listed 
functions are “assembly” and “demand 
manipulation,” and these we must con- 
sider here in more detail. 

The assembly function involves judg- 
ment in the choice of goods to be as- 
sembled for sale, with respect to places, 
times, kinds, quantities, and qualities. 
This is, perhaps, the distinctive contri- 
bution of merchants to the socio-eco- 
nomic order; their composite reflection 
of demand in their respective geo- 
graphic-social markets serves in a very 
real sense to direct both the production 
and the flow of goods. The perform- 
ance of this function by merchants is 
on the assumption that people know 
what they want to consume and are free 
to choose their own consumption pro- 
grams subject only to the limitations 
set by their individual inccmes. Com- 
petence in the carrying out of this func- 
tion is an aid toward the smooth and 
effective operation of our economic ma- 
chine under conditions of individual- 
exchange-co-operation. 

Demand manipulation, on the other 
hand, by its very name suggests that 
something is being done to consumers; 
that consumption programs are being 
fashioned, molded, twisted, or warped 
by some force outside of consumers 
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themselves. Offering is pitted against 
offering, taste against taste, thrill 
against thrill, until the reader of adver- 
tisements may well be dizzy. This 
function of marketing is directed at the 
determination rather than the imple- 
mentation of consumption. Consump- 
tion is the end and aim of sales promo- 
tion, right enough, but to manipulate 
demand does not necessarily further 
consumption. This is, however, one of 
the strongest forces influencing con- 
sumption. It plays upon the emotions, 
the prejudices, the whims, and the fen- 
cies of consumers; it creates mirages 
and will-o’-the-wisps; it leads to jeal- 
ousy and covetousness and the drive to 
“keep up with the Joneses.” But it 
also fires ambition, leads people out of 
the humdrum, and puts color into mer- 
chandise and thus into homes and into 
life itself. It leads people to aspire for 
a return from their income beyond the 
provision of food and shelter. If any 
point in industry merits the term “Busi- 
ness the Civilizer,” this is it. 

Consumption is determined in part 
by income, but for each individual 
above the pauper level, alternatives pre- 
sent themselves. For example, in fifty 
American cities in 1935 it was found 
that 30 per cent of the families with in- 
comes below $500, 61 per cent of those 
with incomes between $1,000 and $1,- 
500, and 71 per cent of those with in- 
comes between $1,500 and $2,000 
owned automobiles. Wage earners with 
incomes between $1,000 and $2,000 
constitute the great mass of Americans. 
In the mass, 65 per cent of them own 
automobiles. Individually they may 
own an automobile or they may do 
without. If they decide to do without, 
they may direct about $300 into other 
forms of consumption. Sales promo- 
tion will be one of the forces determin- 
ing the use of the $300, but it will not 
do so alone. 

The human being is a complex, nicely 


balanced, inconsistent organism. In his 
decisions concerning what he shall eat 
and what he shall drink and where- 
withal he shall be clothed, he is affected 
by many influences. Perscnal habits 
and social customs, pride and fear, 
abilities and interests, laziness and curi- 
osity, ambition and contentment, devo- 
tion and disdain, emotions and ration- 
alizations, inheritance and environment, 
all work together somehow to determine 
an individual’s program of consump- 
tion. Moreover, age and family rela- 
tions, occupation and opportunity for 
leisure and need for recreation are in- 
volved. Indeed, it is hard to make a 
list inclusive enough to cover all the 
factors that influence consumption. 

Perhaps such a list is not important; 
as long as individuals are to be left to 
their own devices with respect to con- 
sumption, what does it matter how long 
or short the list? But when consump- 
tion programs are set by legislation, by 
demand manipulation, or by any other 
fiat, it is important to know and weigh 
the forces that influence, shape, and 
control human desires. Under these 
circumstances it behooves us to study 
what people “ought” to consume. 


CHANGES IN CONSUMER DEMAND 
“Actions speak louder than words.” 


‘Human beings continually do things. 


both individually and as groups, that 
other individuals and groups consider 
queer. To study abnormal psychology 
is to study everyone’s behavior. 

In China in the late nineteenth cen- 
tury, women’s feet were bound, and 
there was a consumer demand for bind- 
ing material and small shoes; m Amer- 
ica at the same time, women’s waists 
were bound, and there was a consumer 


.demand for corsets and wasp-waisted 


gowns. A few decades ago the handles 
of all kitchen knives were black; now 
they are all colors of the rainbow. The 
same change in consumption of colored 
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paints has occurred with automobiles. 
In the 1890’s women in America dressed 
mainly in black, white, and blue; today 
they have adopted a wide color range, 
which long has been the custom in Mex- 
ico and in many parts of Europe. At 
one time it was not ladylike to take any 
violent exercise in public; now tennis, 
skating, skiing, and swimming are as 
much women’s sports as men’s. Re- 
cently “streamlining” and an empha- 
sis on “functionalism” have appeared 
throughout many fields of design. 

In other words, styles in all the arts 
of living change in fashion waves and 
- cycles, with broad and basic effect on 
consumption. Many of the changes are 
unpredictable—or at least unpredicted 
—until they are hard upon us. No con- 
sistent pattern of development has been 
discovered. Moreover, no philosopher 
has established a list of absolute values 
in consumption. In very recent years 
we seem to be tending away from the 
old ideal held by some of “simple living 
and high thinking,’ and toward the 
glorification of gadgets and externals. 
One may wonder, however, whether 
such a movement is but part of an alter- 
nating ebb and flow or whether it is 
more permanent and solid. In this 
welter of change, what can we say about 
ideals for consumption, and what steps 
can we safely take away from self- 
determination? 


Wuo SHALL DECIDE? 

Science gives us, perhaps, an oppor- 
tunity to set certain minimum standards 
of consumption for human efficiency. 
Our specialists in physiology and dietet- 
ics, for example, know much more than 
they did a few years ago, and very 
much more than do the rank and file of 
people today, as to what constitutes a 
satisfactory diet. There are, of course, 
many combinations of foods that will 
serve as carriers for the required 
amount of starch, fat, sugar, protein, 


and vitamins; but it takes a specialist 
with a high degree of training to figure 
a combination of foods that gives the 
proper balance of all these things and 
does so at the minimum cost under 
changing price relationships. 

It appears probable that experts 
could so plan the diet of a family as 
to reduce greatly the average cost of 
food and at the same time increase its 
nutrizional efficiency. Probably as 
much as 30 per cent of family food 
costs could be avoided in this manner, 
and since food costs are the most im- 
portant single element in cost of living 
of the rank and file of families, this 
would be an important saving. It 
would free a considerable amount of 
purchasing power that might then be 
directed to other forms of consumption. 
The question which faces a democratic 
commonwealth, of course, is whether or 
not decisions on such personal matters 
of consumption should be mace by ex- 
perts for the rank and file, or whether 
universal education can be expected to 
lead to the same ultimate end of wise 
consumption, or whether, rather than 
either of these two, people should be 
permitted to waste their sustenance and 
develop their indigestion in their own 
way. l 
Scientists have better answers than 
do laymen concerning the desirability 
of many other parts of possible con- 
sumption programs, although probably 
not so objectively good in most fields as 
in that of diet. Consider, for example, 
the matter of exercise. How much ex- 
ercise do adults need; are fifteen min- 
utes of setting-up exercises in the morn- 
ing as good as an hour oi skating or 
eighteen holes of golf from the stand- 
point of maintaining efficiency? To 
what extent does the answer depend 
upon physiology and to what extent on 
psychology? One is reminded of the 
conundrum that was current forty years 
ago: Question—‘What is the difference 
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between riding a horse and riding a bi- 
cycle?” Answer—‘When you ride a 
horse, the horse does the work and you 
get the exercise; when you ride a bi- 
cycle, you do the work and the bicycle 
gets the exercise.” Doctors are not in 
agreement as to the part that specific 
forms and amounts of exercise should 
play in a formula for human efficiency. 
What is true for exercise is true also in 
various degrees for all the items in a 
program oi consumption. 

Continuously since 1910, expenditure 
in this country for recreation appears 
to have increased both in absolute terms 
and ré@lative to national income. Dur- 
ing the 1920’s the consumption of auto- 
mobiles and gasoline, radio receiving 
sets, and cigarettes increased rapidly. 
During the 1930’s the use of electric 
refrigeration and air-conditioning equip- 
ment expanded enormously, rayon con- 
tinued to replace other fabrics, domestic 
consumption of electricity increased, 
there was a wave of growth of amateur 
photography, women’s dresses first 
lengthened and then shortened, and 
public housing projects were started. 
But who knows the net effect of these 
changes on progress in civilized con- 
sumption? 


SUGGESTED AIDS TO CONSUMERS 


There is growing agitation to get 
someone tc do something about con- 
sumption and for consumers. The sug- 
gestions take several forms, which ap- 
. pear to have very different degrees of 
merit. Some of them appear, in fact, 
to be contradictory to others. A par- 
tial list would include: 

1. Better standardization of goods 
and services so that consumers may or- 
der by number or description and save 
themselves and the merchants much of 
the energy now devoted to shopping; 

2. Training of consumers in “buy- 
manship” so they may recognize “qual- 
ity” in goods and services, and also so 


that they may withstand the blandish- 
ments of sales promotion; 

3. Improvement in the efficiency of 
merketing institutions through such me- 
dia as market analysis, employment of 
more intelligent, better-trained people, 
and elimination of duplicated effort in 
selling and cross hauling; 

4. Elimination of chain stores 
through taxation or other device be- 
cause they may force less efficient inde- 
pendent merchants out of business; 

5. Establishment of consumer lobbies 
so that legislation favorable to consum- 
ers may be passed; 

6. Redistribution of income so that 
those with low incomé may have in- 
creased purchasing power or perhaps 
may avoid the necessity of purchasing 
certain things, through gcvernment 
grant or subsidy; 

7. Public operation of certain things 
such as hospitals and power plants, 
urged sometimes in the interest of effi- 
cient operation, sometimes to permit 
governmental subsidy, and sometimes 
to permit government to employ a price 
policy that yields a monopcly profit 
which may, in turn, be used for other 
governmental purposes; 

8. Consumer co-operation. 

This list is not complete, but already 
it is too long to permit adequate discus- 
sion of the pros and cons of each sug- 
gestion. All the author can attempt in 
this essay is to state his own conclusions 
as to what will best serve the consumer, 
without full offer of proof. 


SoME CONSIDERATIONS 


Someone has said there are 180,000 
separate items in Macy’s inventory. 
This may not be the actual number, but 
it gives the correct impression of a 
vast array. To write a catalogue giv- 
ing an adeguate description of each 
item could be accomplished only 
through the effort of many people. For 
a consumer to read the catalogue would 
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be a task that neither you nor I would 
undertake. To learn really to select 
wisely among the many items in order 
to build a program of consumption 
would be a life’s work. To learn, in 
addition, to choose the best value 
among the many qualities in which each 
item is offered at different prices would 
take the proverbial nine lives of a cat 
transferred to a superintelligent human 
being. In my opinion, the consumer’s 
purchasing problem will never be fully 
solved in this direction. 

Standards of measurements without 
complete regimentation of merchandise 
will greatly aid consumers, but will not 
solve their problems. Most merchan- 
dise has multiple characteristics, and 
consequently changes in quality are 
complex. Chairs have style and com- 
fort and durability, but the three do not 
necessarily increase or decrease in uni- 
son. How much of increase in one 
equals how much of decrease in either 
of the others? This question is funda- 
mental to the use of standards for con- 
sumer goods. It may be answered by 
each individual for himself, but there 
may be no other way to answer it. 

Gradually, organized society will sup- 
ply more and more of our opportunities 
to consume. This movement will be 
particularly noticeable in such things 
as public parks, where projects are large 
and piecemeal collection for use is diffi- 
cult; and in such things as public medi- 
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cine, which are universally believed to 
be of general benefit and which are 
items of irregular and large expense to 
individuals. But those who put their 
faith in government enterprise may well 
recall that “there never was anything 
by the wit of man so well devised or 
so surely established which in the con- 
tinuance of time hath not been cor- 
rupted.” 

There will remain, however, many 
things that will be bought and sold over 
the counter in the conventional market 
place. In the end, the mair hope for 
the consumer in respect to these things 
must be in an increased recognition of 
the professional service of the merchant 
in selecting and guaranteeing quelity in 
goods. After all, the tone of life in a 
commonwealth cannot long be one thing 
for people as merchants and another for 
people as consumers. Unless market- 
place co-operation can be developed be- 
tween merchant and customer on the 
same sort of professional level as exists 
in the relations between lawyer and cli- 
ent or doctor and patient, I see little 
hope for a civilization that is high in the 
consumption of an intricate array of 
material goods. Not only is “honesty 
the best policy,” but it is the only pol- 
icy that possibly can serve a complex, 
specialized, machine age. And without 
specialization, consumption falls and 
the hope of civilization as defined in 
the Chinese proverb vanishes. 
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The Amplitude of the Marketing Task 


By Huc B. KuLrovcu 


HE word “industrialization” indi- 

cates the direction of economic de- 
velopment in the United States during 
the last hundred and ñfty years. In- 
dustrialization has brought more goods, 
greater territorial and personal special- 
ization, expansion in the volume of 
trade, and enlargement of the market- 
ing task. 


DEVELOPMENT OF COMPLICATED 
PATTERN 


In the early decades of the nineteenth 
century, itinerant traders, general stores, 
and wholesaling establishments were 
the principal marketing agencies in the 
United States. There was no extensive 
factory system to complicate a com- 
paratively simple pattern of marketing 
activities. Furthermore, much of the 
commercial banking of the time was 
conducted by wholesale and retail agen- 
cies along with their other activities. 
Notwithstanding differences in occupa- 
tional characteristics of North and 
South, marxeting in both areas was a 
simple process as compared with the 
intricacies of domestic marketing in the 
United States at present. Now, manu- 
facturer selling and advertising; whole- 
saling of agricultural goods, consumer 
goods, and industrial goods; depart- 
ment-store, specialty-store, and chain- 
store retailing; specialized commercial 
banking; and manufacturer assembling 
are essential and more or less co-ordi- 
nate parts af the country’s complicated 
marketing machinery. 

The transition from simple to com- 
plex agencies and practices was gradual. 
Among early evidences of this change 
was a rapid increase in numbers of 
country gereral stores. The general 
store handled every type of merchan- 
dise that a nineteenth-century farmer 
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might buy. Furthermore, it extended 
credit from one crop year to the next 
and served as an assembling center for 
produce which the farmers hed to sell. 
The multiplication in numbers of gen- 
eral stores throughout the West and the 
South, together with the rise oi manu- 
facturing in the East, called for a new 
type of wholesaler. Before the onward 
rush of a factory system and rail trans- 
portation, the merchant-prince type of 
business man (who combined wholesal- 
ing, banking, transportation, and some- 
times retailing and other functions in 
one far-flung organization) + gave way 
to more specialized types of business 
leadership in marketing, manufacturing, 
transportation, and finance. 

The change in marketing agencies 
was péralleled by the development of 
systems of rail transport and power- 
machinery manufacturing. These de- 
velopments, in turn, were accompanied 
by rapid growth in the country’s popu- 
lation and in the number and size of 
its cities? a mass movement of people 
into the fertile Mississippi Valley and 
points west, a large increase in the per 
capita output of goods, and rapid ex- 
pansion in the size of the domestic mar- 
ket. 


EXPANSION OF THE DOMESTIC MARKET 


Long-run changes in the size of a 
market so large and heterogeneous as 
that of the United States are not sub- 
ject to precise statistical measurement. 
Nevertheless, enough data are available 
to suggest that this country’s domestic 
market today is more than twenty times 
as large as it was when the first steam 


1See N. S. B. Gras, “An Old-Time Type of 
Merchant,” Bulletin of the Business Histor:- 
cal Sociery, Vol. II, No 3 (May 1928), p 1. 
2See article by N. H. Engle in this volume. 
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railway lines were constructed. For re- 
cent years, census-of-distribution statis- 
tics è are available for measurement of 
changes in the size of the domestic mar- 
ket, but these figures do not extend 
back into the nineteenth century. 
Hence recourse must be had to indirect 
measurements. 

For example, in the early 1840’s no 
electric railway lines and less than four 
thousand miles of steam railway lines 
were in operation in the whole United 
States. The country now has in opera- 
tion about 250,000 miles of steam and 
electric railway lines,* besides thou- 
sands of miles of surfaced roads avail- 
able for the use of auto-trucks—a mode 
of freighting unknown a hundred years 
ago. The fact that the country’s rail- 
way mileage is sixty to seventy times 
as great as it was in the early 1840's is 
sufficient in itself to indicate a very 
large increase in the size of the domestic 
market, This conclusion is emphasized 
by the facts that freight carriage is the 
principal business of railroads® and 
that expansion of rail traffic has not 
prevented a large and contemporaneous 
increase in internal water traffic.® 

Basic-industry growth statistics point 
to the same conclusion. Among the 
measures of physical production which 
have been pushed far back into the 
nineteenth century are indexes of pro- 
duction of crops, forest products, fuels, 
minerals, manufactures, capital equip- 
ment, nondurable consumers’ goods, 
and others.” Most of these indexes are 

3 Collected for the first time in 1930, under 
the title: Census of Distribution. 

4 Statistical Abstracts of the Unsted States, 
1938, p. 379, and earlier issues. 

5 As indicated by comparative figures for 
freight and passenger revenue. These data 
are available annually in Statistical Abstracts 
of the United States. 

8 Ibid. 

T See for example the indexes published in: 
George F. Warren and Frank A. Pearson, 
Prices, New York: John Wiley & Sons, 1933; 
Warren M. Persons, Forecasting Business Cy- 


based upon aggregates of values in the 
compilation of which corrections were 
made for changes in price. The result- 
ing compilations are commonly referred 
to as physical volume-of-production in- 
dexes as distinct from value-of-produc- 
tion indexes. (A value-of-production 
index uncorrected for price movements 
might reflect changes in the value of 
money more than it reflected changes 
in production of physical goods.) 

All the so-called physical production 
indexes computed for the United States 
indicate large increases in the output of 
goods during the last century or more. 
The Warren-Pearson index indicates 
(pp. 44-45) that basic production was 
twenty-two times as great in 1930 as 
in 1839. The increase in the marketing 
task to be performed was greater than 
the increase in physical production be- 
cause, with the rise of mass-production 
methods, people produced smaller and 
smaller proportions of the goods they 
consumed. In other words, as produc- 
tion specialization increased, larger pro- 
portions of greater quantities of goods 
had to pass through trade channels. 
Thus the increase in the marketirg task 
has been in proportion to some multiple 
of the increase in the amount of physi- 
cal goods produced. 


MARKETING IMPLICATIONS OF Mass 
PRODUCTION 


In 1798 Eli Whitney was commis- 
sioned by the United States Govern- 
ment to build fifteen thousand muskets. 
Prior to that date, gunsmithing had 
been a highly skilled craft which could 
not be learned with sufficient rapidity 
to prevent serious shortages of gun- 
smiths in time of war. Whitney pro- 
ceeded to fill his contract with the War 
Department by building machines to 





cles, New York: John Wiley & Sons, 1931; 
Joseph A. Schumpeter, Business Cycles, Vols. 
I and H, New York: McGraw-Hill Book Co., 
1939, 
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make separate gun parts later to be as- 
sembled into guns. When months had 
passed and no guns had been delivered 
some concern was felt in Washington, 
but in due time Whitney turned up 
with an assortment of gun parts which 
he proceeded to separate into piles, ten 
parts to a pile. Picking from the piles 
at random, in the presence of high army 
officers, Whitney proceeded to assemble 
ten complete and workable muskets. 
Gun production had been put on a 
mass-production basis. Other Ameri- 
can industries were quick to adopt the 
Whitney system. Today the principle 
of interchangeable parts is at work in 
factories turning out all kinds of manu- 
factured good. 

Volumes have been written ebout the 
economies of mass production. ‘This 
system has made possible the employ- 
ment of specialized, power-driven ma- 
chines. It has minimized the use of 
hand Jabor and maximized the use of 
steam and electrical energy as industrial 
prime movers, Without mass produc- 
tion the increase in per capita output of 
goods which has been realized in the 
United States during the last century 
would have been impossible. Lubin 
estimates that the per capita production 
of industrial goods (products of mines 
and factories) in the United States was 
about six times as great in 1937 as in 
1863.° 

Large, specialized plants, necessary 
to the greater volume of manufacturing 
output, called for assembling of fabri- 
cating materials, fuels, and industrial 

8 W. B. Kaempffert (Ed), A Popular His- 
tory of American Invention (New York: 
Charles Scr-bner’s Sons, 1924), Vol. IX, pp. 
322 fi. 

2 Isador Lubin, Hearings before the Tem- 
porary National Committee, Congress of the 
United States, Part I: Economic Prologue, pp. 
25, 200, 4, 30, 194, 204. The Warren-Pearson 
figures already cited include agricultural pro- 
duction, which has expanded less rapidly than 
mining and manufacturing; they are aggregate 
(not per capita) figures, 


equipment on a scale never before heard 
of, and for dispersion of finished goods 
from relatively few manufacturing 
plants to millions of consumers. One 
gets from these facts some idea of the 
increased load which mass production 
placed upon the country’s marketing 
system. Parallel with these changes 
came an increase in the variety of man- 
ufactures. Marketing agercies were 
called upon to assemble machinery, op- 
erating supplies, fabricating materials, 
and so forth, for the production of new 
kinds of goods, to create consumer de- 
sire for these new types of goods, and 
to distribute them as and where desire 
appeared. Even in the case of new 
types of industrial goods, someone had 
to spread the idea and demonsirate the 
product, In the case cf ultimate-con- 
sumer goods, housewives and husbands 
had to be induced to modify their habits 
of consumption and they had to be in- 
structed in the uses for new kinds of 
merchandise. 

Furthermore, as mass-production 
methods took hold, marketing agencies 
were called upon to provide storage 
facilities to insure ever ready supplies 
of fabricating materials on the one 
hand, and to receive a more or less 
continuous flow of finished goods on the 
other. Finally, marketing agencies were 
called upon to supply information con- 
cerning future demand. This informa- 
tion was necessary for the guidance of 
both manufacturers and primary pro- 
ducers in supplying the right kinds of 
goods in proper amounts. Ultimate 
consumers do not order merchandise 
weeks or months before delivery is ex- 
pected. Consumers expect the goods 
they choose to be in stock, on retail 
shelves, ready for delivery at a mo- 
ment’s notice. 


Examples of marketing task 


More than a century and a half ago, 
Adam Smith called attention to the fact 
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that wide markets were necessary to the 
economies of specialized production.*° 
Little did Smith realize, when he wrote 
about the nailer in the Highlands of 
Scotland who might make “three hun- 
dred thousand nails in a year” if only 
he could dispose of them, what the 
terms “division of labor” and “extent 
of market” might some day imply. Let 
us look at two or three United States 
industries from points of view of divi- 
sion of labor and extent of market. 

In 1937, there were 3,915,889 pas- 
senger cars and 893,085 motor trucks 
produced in this country, the greater 
part of them by 23 companies with 
plants in 13 cities located in 7 states. 
These vehicles were distributed through 
41,698 dealers with business establish- 
ments in the 48 states** and through 
other agencies located in foreign coun- 
tries. Facts of this kind suggest some- 
thing of the enormity of the marketing 
task involved in the distribution of fin- 
ished cars and trucks to users, but this 
job is but a fraction of the marketing 
task necessary to the maintenance of 
the automobile industry. Motor ve- 
hicle bodies and parts are manufactured 
in 936 establishments located in 44 
states.!® The bodies and parts must 
be brought together before finished ve- 
hicles can roll off the assembly lines. 
Furthermore, raw materials such as 
steel, rubber, glass, leather, aluminum, 
copper, tin, lead, zinc, nickel, cotton, 
mohair, lumber, and others must be as- 
sembled from every state in the Union 
and from many foreign countries before 


10 Adam Smith, The Wealth of Nations, 
Book I, Chap. II, London, 1776. 

11 Members of the Automobile Manufac- 
turers Association plus the Ford Motor Com- 
pany. Automobile Manufacturers Association, 
Automobile Facts and Figures, 21st Ed. 1939, 
pp. 6, 88, 89. ` 

12 Ibid, p. 66. 

18 U, S. Census of Manufactures, Motor Ve- 
hicles; Motor Vehicle Bodies and Motor Ve- 
kicle Parts, 1937, p. 12. 


the parts and bodies can be produced. 
Finally, in addition to the figures cited 
for new cars, the country supports a 
large organization for sale and purchase 
of used cars, not to mention the gasoline 
stations and parts dealers necessary to 
keep twenty-five million registered pas- 
senger cars and four or five million 
trucks and buses on the road.* 

In 1937 there were 1,160 meet-pack- 
ing establishments in the United States. 
Of these plants, 561 were located in six 
states. viz., California, Illinois, Indiana, 
Ohio, Pennsylvania, and New York. 
The 1,160 plants slaughtered approxi- 
mately eighty million animals 1 origi- 
nating mostly in the Central states, al- 
though some came from every state in 
the Union. The finished product (bil- 
lions of pounds of fresh meats, bacon, 
canned meats, and so forth) was dis- 
tributed through hundreds of thousands 
of retail outlets and thousands of whole- 
saling establishments?* to millions of 
ultimate consumers. 

In 1937 there were 34 cigarette man- 
ufacturing establishments in the United 
States. These concerns assembled to- 
bacco and other “makings” from thou- 
sands of farms located in at least 19 
American states and a number of for- 
eign countries. The manufacturers 
turned out 169,946,440,468 readv-rolled 
cigarettes which were distributed to mil- 
lions of consumers through some 500,- 
000 to 1,000,000 retail outlets in the 
outlets in the United States, besides 
outlets in foreign countries which han- 
dled United States brands of cigarettes. 


14 Automobile Facts and Figures, op. cit, 
p. 80. 

15 U, S. Census of Manufactures, Meat 
Packing, 1937, pp. 3, 13, 14, 15. 

16 Stotistical Abstracts of the United States, 
1938, pp. 817, 812. The United States has 
some 230,000 retail meat stores, Le., “com- 
bination stores with groceries and meets” and 
“meat markets.” Canned meats and other 
packer products are distributed through many 
other retail outlets. 
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TABLE 1—Nowsers or FARM ANIMALS AND Motor VEHICLES, UNITED STATES. 1910-35 ! 























Numbers of Number of Farms Reporting 

horses and Numbers of 
Year mules on pi Ro 

Farms : ate 
(Millions) Tractors Motor Trucks | Automobiles 

1910 24 6,361,000 
1920 26 229,000 132,000 1,980,000 6,448,000 
1930 19 851,000 845,000 4,135,000 6,289,000 
1935 17 6,812,000 





One need not go through every cate- 
gory of manufacturing to convey an 
idea of the magnitude of the physical 
task involved in the assembly of raw 
materials and parts by manufacturers 
and the dispersion of factory-made 
goods to consumers. In summary, there 
are approximately 170,000 manufactur- 
ing establishments in the United States 
turning out goods valued at $5,000 or 
more per factory per year. They are 
served (directly or indirectly) by ap- 
proximately 175,00C wholesaling agen- 
cies and 1,500,000 retailing establish- 
ments,”? 

These figures are impressive, but they 
do not convey an adequate picture of 
the total marketing task incident to 
mass manufacturing, for three reasons. 
First, they fail to represent (directly at 
least) marketing services rendered by 
bankers, advertising companies, stylists, 
lawyers, and other such agencies. Sec- 
ond, they fail adequately to reflect the 
many intangible merchandising serv- 
ices demanded by consumers along with 
the physical goods which they purchase. 
Third, they do not adequately represent 
the marketing requirements of agricul- 
ture and other basic industries. 


MARKETING REQUIREMENTS OF A 
MECHANIZED AGRICULTURE 


The present-day mechanized, special- 


17 Data for the year 1935 from Statistical 
Abstracts of the United States, 1938, pp. 749, 
$10, 816. 


ized farm requires much more market- 
ing service than did the more self-suffi- 
cient farm of fifty or a hundred years 
ago. The trend toward agricultural 
mechanization is suggested by the de- 
cline in numbers of horses and mules 
and the increase in numbers of tractors, 
motor trucks, and automobiles on 
farms. These data are summarized in 
Takle 1. Comparable census data for 
motor vehicles are not available for 
1910, but such estimates as have been 
made indicate that comparatively few 
such vehicles were in use on farms dur- 
ing the first decade of the nineteenth 
century.'? 

Tractors, motor trucks, and automo- 
biles are among the more conspicuous 
new types of mechanical equipment that 
have come into general farm use during 
recent decades, but they are by no 
means the only types of such equip- 
ment. Additions to the list are har- 
vesting combines, tractor-drawn corn 


18 Sources: Number of farm animals. U. S 
Dept. of Agriculture, Agricultural Statistics, 
1936, p. 250. Farms reporting motor vehicles, 
Statistical Abstracts of the United States, 1930, 
p. 647, and 1938, p 611; no data available 
for 1935. Number of farms, ibid., 1928, p. 
582. 

19 The National Association of Ferm Equip- 
ment Manufacturers estimates that only about 
80,000 tractors were in use on farms in the 
United States as late as 1918 and that only 
4,000 were manufactured in the United States 
in 1910. Recent Economic Changes (New 
York: National Bureau of Economic Re- 
search), Vol. H, p. 559. 
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harvesters, silage cutters and fillers, 
electrical apparatus for lights and the 
motivation of small engines, and re- 
frigerator units for the preservation 
of fruits, vegetables, and dairy prod- 
ucts. 

Every new machine which is put to 
general use on farms must have behind 
it an extensive organization of market- 
ing personnel to sell, to service, to as- 
semble the right type of equipment at 
the right sales points, to store, to 
finance, to transport, and so forth. 

In addition to machinery, a number 
of other types of industrial goods are 
scld to farmers in large quantities: fer- 
titizers, animal feedstuffs, insecticides, 
and containers, for example, besides 
small tools, nails, rope harness, binder 
twine, cement, lumber, fence wire, and 
other things. 

As already stated, new and compli- 
cated farm machinery must be demon- 
strated and serviced as well as sold. 
Tae motor vehicle and tractor must be 
supplied with fuel and lubricating oil, 
and they must be repaired and supplied 
with new parts from time to time. 
These needs call for the maintenance in 
rural communities of gasoline stations, 
spare-parts inventories, and mechanical 
shops more elaborate than the old-time 
blacksmith shop. 

Fertilizer, feed, insecticides, contain- 
ers, building materials, and other farm 
supplies move from factory to farm 
through various types and combinations 
of marketing agencies. In some cases 
sale is made directly to the farmer by 
the manufacturer’s sales organization; 
in other cases industrial goods move 
from factory to wholesaler to retailer 
to farmer. Whatever the channel of 
distribution may be, the goods must be 
advertised to acquaint farmer buyers 
with types of goods available, their uses, 
sources of supply, comparative quali- 
ties, and prices. Furthermore, each 
traasaction must be financed in some 


way. Thus the task of supplying farm- 
ers with industrial goods calls into ex- 
istence large numbers of salesmen, re- 
tailers, wholesalers, storage warehouses, 
banks, advertising companies, and vari- 
ous other agencies. 

There are in the neighborhood of 
seven million farm units in the United 
States, all of which must be supplied 
with various kinds of industrial goods. 
In 1929, the value of farm purchases of 
feed, fertilizer, and machinery totaled 
$1,882,797,000.2° The task of serving 
a market of this size, which is spread 
over seven million purchasing units lo- 
cated in forty-eight states, is an under- 
taking of large proportions. 

There is also the reverse movement 
of agricultural goods from farm to fac- 
tory. In 1937, farmers in the United 
States sold $4,337,679,000 worth of 
crops and $5,298,588,000 worth of live- 
stock and livestock products.2* The 
greater part of the produce sold by 
farmers moves from farms to factories. 
Raw cotton moves to cotton mills at 
home and abroad. Most of the wheat 
goes to flour mills and other processing 
plants. A substantial proportion of the 
fruits and vegetables go to canning fac- 
tories. Butcher stock goes to meat- 
packing plants. Much of the milk goes 
to distributing plants for bottling be- 
fore retail distribution, to cheese fac- 
tories, or to butter factories in the form 
of cream. A large proportion of the 
eggs move to ultimate consumers with- 
out being processed, but even in this 
case the cold storage warehouse (which 
in a sense is a processing plant) plays 
an important part in the marketing job. 
Small quantities of all these goods must 
be gathered together from many farms 


20 Statistical Abstracts of the United States, 
1938, pp 608-9. 

21 Tbid., p. 617. The comparable figures for 
1929 were $5,421,000,000 for crops and $6,- 
497,000,000 for livestock and livestock prod- 
ucts. Ibid., 1933, p. 565. 
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—millions of farms in the case of cot- 
ton, milk, and eggs—for storage and for 
sorting and grading, in order that they 
may be delivered to factories in large 
and uniform lots. i 


ASSEMBLY OF FINISHED Goons 


Half of the country’s ultimate con- 
sumers live in places of 8,000 or more 
inhabitants, and the other half (or 
most of them) trade in such places. 
Fifty years ago farm families did most 
of their shopping in country stores and 
Irom mail-order catalogues, but this is 
no longer so. Thanks to the automo- 
bile, the shopping habits and require- 
ments of rural families are not very dif- 
ferent at present from those of suburban 
families. Both purchase convenience 
goods from nearby stores; both go to 
downtown centers of cities to shop for 
style goods. ' 

Rural people no longer produce the 
greater part of the goods they consume, 
and the urban citizen is even more de- 
pendent than his rural brother upon the 
assembling and delivery services of 
marketing agencies. Middletown,” 
with its forty-odd thousand residents, 
may be used as an example of contem- 
porary American city life. The inhabi- 
tants of Middletown are “intently en- 
gaged day after day in some largely 
„routinized, specialized occupation” nec- 
essary to their livelihood. Of every 100 
inhabitants 43 are income earners, 23 
are engaged in homemaking, 19 are in 
school, and 15 are either very young or 
very old. The income receivers work 
at getting a living in some four hundred 
different ways. All are dependent upon 
marketing agencies to bring to them 
most of the goods that they consume. 


22Tn 1930, 49.1 per cent; Statistical Ab- 
stracts of the United States, 1938, p. 6 

23 Robert S. Lynd and Helen Merrell Lynd, 
Middletown; Middletown in Transition (New 
York: Harcourt, Brace and Co., 1929 and 
1937), 


Middletown has abcut 650 retail 
stores including some 210 food stores; 
84 eating places; 70 gasoline filling sta- 
tions; 49 apparel shops; 40 garages; 37 
lumber and hardware stores; 2) drug 
stores; 19 furniture, household, and ra- 
dio stores; 4 jewelry stores; and various 
other types of stores. Middletown resi- 
dents make their purchases a nickle 
here and a dollar there. 

All told, the United States has ap- 
proximately 1,500,000 retail stores—a 
store to every twenty families. The 
typical store assembles goods irom hun- 
dreds, and in some cases thousands, of 
factories and farms, for inspection and 
purchase at the consumer’s convenience. 
Total retail sales in the United States 
aggregate some forty or fifty billion or 
more dollars a year.** The job of as- 
sembling from hundreds of thousands of 
producers the right kinds of gocds in 
the right amounts, at the rizh: places 
and at the right time, to satisfy the de- 
mands of 130,000,000 consumers, wha 
make their purchases in a million and a 
half or more retail stores located in or 
near some 16,000 or 17,000 cities and 
towns, is no small task in itself. 


WORKERS ENGAGED IN MARKETING 

The increased marxeting activities 
made necessary by industrialization 
have resulted in the absorption in those 
activities of an increasing proportion 
of the total number of gainfully em- 
ployed workers. This subject is dealt 
with by P. D. Converse and N. H. 
Engle in this volume. 

Industrialization and the spread of 
mass manufacturing has called for 
greater standardization of processes and 
of jobs and greater economic interde- 
pendence of workers. Under such a 
system more and more goods are pro- 
duced for sale; Jess end less for con- 

24 Forty billion in 1937; 49 billion in 1929. 


Statistical Abstracts of the United States, 1938, 
pp. 815, 816. 
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sumption by the person who produces 
them. Furthermore, mass production 
involves concentration of fuels, machin- 
ery, and fabricating materials at central 
points and dispersion of finished goods 
over a wide area. Finally, with mass 
production has come a large increase in 
per capita productivity and a multipli- 


cation of varieties and types of goods 
turned out. Obviously, all these 
changes have called for more trade, 
more transportation, more storage, more 
communication, and more consumer 
service: all necessary to the successful 
operation of a more complicated system 
of division of labor. 


Hugh B. Killough is professor of economics at 
Brown University, Providence, Rhode Island. He is 
joint author with Barrington Associates, Inc. of the 
“Economics of Marketing’ (1933); and author of 
“International Trade” (1938) and other publications 


in the marketing field. 


Manufacturers’ Marketing Problems 


By Epwin B. GEORGE 


MONG the befuddling blessings of 
modern distribution are the nu- 
merous choices of markets and channels 
open to sellers. More kinds of activity 
go on simultaneously than ever before; 
there is more darting from the line of 
convention, and less predictability as to 
what will happen next. Beer in cans 
and milk in two-quart containers typify 
the current intensity of competition in 
smart ideas. 

Another uncomfortable characteristic 
of modern marketing is that the public 
is vastly interested in the choices of 
channels and methods that manufactur- 
ers make, because of the social and eco- 
nomic effect of those choices upon pub- 
lic welfare. No longer is a company’s 
capital-raising prospectus or latest price 
list private property. Now obviously, 
manufacturers’ actions have always had 
an effect on the public interest, but the 
mere act of focusing on the relationship 
makes it look different, much as pro- 
longed staring at a skyline or an insect 
may invest it with new and strange 
qualities. Whether true proportions 
are made to appear distorted by mental 
as well as by physical concentration is 
a question that every so often is an- 
swered politically, whether or not cor- 
rectly. 

At any rate, the emphasis in this arti- 
cle will be on the embarrassment of 
riches available to modern distribution 
in the form of alternative methods and 
channels, with a weather eye on the 
consequences of some of the choices 
made. 

Science has carried some industries a 
great distance along the road to the mir- 
acle of a perfectly balanced marketing 
attack. In dcing so, however, it has 
merely provided exhibits worth observ- 
ing, and not mandatory precedents for 
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every other industry. The great ma- 
jority of manufacturers are in practice 
obliged to compromise between a per- 
fect scheme of distribution and the lim- 
itations of their own financial position 
and product. Some of the homelier 
forms of compromise will be between 
the conquest of rich natural markets, 
known to be such because that is where 
most goods of a particular type are sold 
and leaner markets where the practical 
chances for a new product will be bet- 
ter. There will be a choice between 
channels of distribution. with the chance 
that the most popular will be the most 
crowded and possibly tae most difficult. 
There will be choices to make among 
available types of advertising, of prod- 
uct appearance and personality: among 
different price levels and price struc- 
tures, brands of trade politics, and esti- 
mates of consumer intelligence; and a 
choice of sorts as to even the laws that 
men will decide to okey. An under- 
standing of the significance of choice in 
a complex system is at least a useful 
preface to practical policies. 


EMPHASIS ON STYLE OR UTMITY OR 
PRODUCTI? 


Product design is not an end in it- 
self. It weaves continuously in and out 
of market analysis. A new type of 
product is developed; the producer 
casts a calculating eye over his fellow 
Americans with a view to determining 
which of them can use it. Thereafter 
he must go back to his factory and set- 
tle upon the details most likely -o tickle 
the sensibilities of that kind of people. 
One of the most interesting object les- 
sons in this area is to be found in the 
field of consumers’ durable goods. With 
some of them, such as automobiles and 
cooking stoves, the repacement market 
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has come to be far more important than 
the new users’ market. With others, as 
in the case of food mixers and electric 
percolators, a widespread feeling of in- 
dispensability has still to be created. 
In nursing and encouraging either type 
of demand, but particularly the first, 
the producer has two types of appeal at 
his disposal. The first is in constant 
improvement of the sturdiness and eff- 
ciency of his merchandise; the second, 
in the development of style factors and 
psychological appeals. 

While both these schemes serve the 
common end of promoting sales, they 
can also work against each other. If, 
for example, the manufacturer makes 
durability and service his ruling pas- 
sion, his ultimate fortune will have to 
rely more upon constantly expanding 
markets than upon replacement. The 
contrary problem marches with the 
dread approach to technical perfection, 
at least to the extent that there is no 
longer the same amount of room for 
improvement as there was when the 
product was raw and young. In that 
case he will be tempted to try to make 
up by style intoxication what he loses 
in diminishing returns on technology. 
Emphasis may have to shift from rug- 
gedness to style. The sales problem 
will become, not how he can persuade 
Mrs. Susie Jones to enter the happy 
family of “Ever-wear” percolator users, 
but how he can persuade her to get rid 
of “last year’s antique.” 

Part ofthe job of market measure- 
ment is therefcre long range and pri- 
marily a function of the product itself. 
If he so disposes, the manufacturer may 
keep his product untouched for years 
on end, and indeed often has done so, 
letting its reputation and pulling power 
rest purely on reliability as contrasted 
with style. In many cases a choice 
must be made at the outset of the cam- 
paign, however subject in this mercurial 
world to revision in later years. 


CHOICE OF MARKETS 


The “most likely market” is really 
quite distinct from market measure- 
ment, the scientific cliché of the day. 
For any one producer, it is the one in 
which he can make the most money, not 
necessarily the one in which the biggest 
volume in such goods is already being 
done, Yet a casual glance at the teem- 
ing, roaring mélée which is the mass 
effect thrown off by competition in most 
trades, makes that producer seém 
greatly daring who thinks to carve out 
of it a quiet niche for himself. The 
distribution channels seem co be choked. 
More and more frequently must he take 
on a pilot in the form of a marketing 
counselor. In fact, the marketing pro- 
fession is already so old as to boast a 
fully developed idiom, replete with 
adages and the sayings of wise old 
leaders. 

The selective process may begin with 
a recognition of the utterly diverse 
channels of distribution that are in pop- 
ular use for particular lines. But even 
in this specialized experience there is no 
finality, principally because it is still 
collective. Existing usages, as reflected 
statistically even within individual 
trades, are themselves merely aggre- 
gates of the marketing efforts of many 
differently situated concerns. Each pri- 
vate setup is likely to be in good part 
a reflection of an individual manufac- 
turer’s age and prestige, the quality of 
his product, its popularity, the feeling 
of the trade toward him and his line, 
the amount of promotional and adver- 
tising effort he puts behind his goods, 
kis idea of a fair division between pro- 
motional expenditures and his customer- 
distributor margins, and somewhere in 
the offing perhaps his private opinion of 
Mr. Roosevelt. Nevertheless, as official 
records of the extent to which separate 
channels and devices are employed by 
an entire industry, group statistics oc- 
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casionally fnd themselves in important 
books and inevitably begin to look sol- 
emn. 

For entertainment we might leap to 
the opposite extreme. The richest mar- 
kets are also the most intensively com- 
petitive. The manufacturer’s real goal 
is discovery of whatever peculiar com- 
bination of maximum volume and mini- 
mum selling effort will yield him the 
most proñt, and the “richest” market 
may find itself largely excluded from 
such a formula—at least temporarily. 
What, therefore, if a manufacturer 
should conceive it to be his shrewdest 
plan to do the exact opposite of every- 
thing that the best official and aggre- 
gate statistics imply to be the ways of 
a good citizen in his industry? 

Aside from the ruination of a good 
idea by whipping it to death, the final 
offense is not in this man’s contempt for 
the trade averages. It is in the cer- 
tainty that if by some ugly sorcery he 
should succeed, the averages themselves 
would shift, and in that event, subse- 
quent and right-minded newcomers to 
the industry would be in the plight of 
Christians with no narrow path to fol- 
low. 

Yet such ideas may be fantastic only 
in their extremes, at least for some types 
of producers. As automobilists, we 
cheerfully drive long distances around 
direct traffic arteries in order to get 
home more quickly. The weakness of 
the analogy, as in the fantasy itself, is 
merely in the fact that even by indus- 
tries, averages are not traffic arteries. 
They are mathematical accidents re- 
sulting from the diversity of shrewd and 
sensible plans that men develop in sell- 
ing competing or specialized lines of 
goods. Their value is as starting points 
for personal thinking. 

In other words, each of the channels 
indicated must be used by somebody, 
and the task presents itself of finding 
out who he is, what he does and how he 


does it, what results he is securing, and 
whether the total effect is determined 
by market logic or by peculiarities sur- 
rounding that particular private busi- 
ness. Then will ensue an incerminable 
series of comparisons with his own posi- 
tion and his own line, in the course of 
which deviations will surely be indi- 
cated. Probably the only moral in- 
volved is that his thinking must remain 
as fresh as though no statistics had ever 
been compiled, and that they are to be 
allowed merely to intrigue and not to 
drug his imagination. That means also 
that he will be obliged to keep himself 
aware of but not bound by the ha- 
rangues and conventions of tne mo- 
ment. They are among the inevitable 
by-products of a free and dynamic mar- 
ket, but all cumulative habits are not 
necessarily wise, and a seller is always 
entitled to assume some degree of error 
in the status quo. 


CUSTOMER SELECTION 


A very practical subdivision of the 
foregoing comes to light in a practice 
which is receiving increased emphasis in 
several trades—the praczice of customer 
selection. From a legal stand>oint, this 
is merely free and full exerc.se of the 
right to select one’s own customers. 
The meaning here is broader, and in- 
volves motives rather than rights. The 
belief of the manufacturer establishing 
such a policy will be that it gains him 
little to be able to say that his products 
are obtainable everywhere. What mat- 
ters is that the operators of the whole- 
sale and retail houses in which they are 
obtainable see to it that peopl2 actually 
obtain them. Jobbers protected by 
such a franchise will be rightfully ex- 
pected to train their salesmen to render 
more service to retailers on windows 
and displays, to watch the retailers’ 
stocks to avoid shorts, possibly to in- 
crease their delivery service, and in gen- 
eral to make the retailers realize that 
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they are getting value whether or not 
they are getting price. 

The test of an acceptable retailer will 
likewise be that he take a lively per- 
sonal interest in the manufacturer’s 
line, and not count it merely as some- 
thing else that he keeps for sale. The 
recent decision of one large manufac- 
turer to distribute through small re- 
tailers only, was customer selection on 
a grand scale. The most elaborate 
charts and graphs on natural markets 
will tell a planner nothing about the 
personalities of the men into whose 
hands he places the fate of himself and 
his product. A technical variation of 
this policy, one exercised after the fact, 
lies in cost-end-profit analysis of the 
results secured from individual custom- 
ers and territories. 


ESTIMATES OF CONSUMER 
INTELLIGENCE 


Another decision that our friend will 
‘have to make is with respect to the 
amount of intelligence with which he 
will credit consumers. For better or 
worse, they are far more articulate and 
better organized now than in the days 
of snake-oil bonanzas. At the unimpor- 
tant level of aesthetics they require 
their futile nostrums to be artistically 
packaged, and the plugging to be digni- 
fied. At the practical level of getting 
their money’s worth, even though some- 
times on solid and sometimes on doubt- 
ful ground, they are at least obliging 
manufacturers to talk to them as adult 
to adult. An increasing number of or- 
ganizations are driving toward clarifica- 


tion of labels and the repression of dis- , 


honest claims. 

But prices also must now be fixed 
with an eye not only to costs, volume 
demand, and trade psychology, but also 
to prevailing consumer moods. Com- 
petitors have their own modern ways of 
punishing unorthodox price makers; as 
a counterweight we have sometimes 


equally unscientific consumer hostility 
that must be taken more and more se- 
riously. Ample evidence on the latter 
point is provided by the increasing num- 
ber of declarations by spokesmen in 
business itself to the effect that con- 
sumers must be sold, and not merely 
patronized or “kidded.” 

That has always been true of indus- 
trial markets, but there the tests of 
good conduct are different. Many in- 
dustrial buyers are quite satisfied with 
so-called price stabilization, for the rea- 
son that certainty is more important ta 
them than realization of the lowest 
prices possible at each stage of the 
business cycle. They are not particu- 
larly anxious for prices to dart and 
shift with the complete sensitivity ex- 
pected by traditional theory. Steel 
buyers, for example, are not greatly 
exercised over the alleged economic in- 
equity of basing-point systems. 

This sort of reasoning is more pon- 
tifical on paper than in fact. Sellers for 
the most part grow up in an atmosphere 
that is determined in advance by the 
character of the products they make 
and the markets to which they sell. 
They respond naturally to such condi- 


‘tioning influences, and do not have to 


reason their way through them so la- 
boriously. But the fact remains that 
the aggregate of such influences is more 
diversified and compelling amid circum- 
stances that, as at present, tend to make 
economists of sorts out of all sorts of 
citizens. 


PLANE OF ADVERTISING APPEAL 


The estimate of consumer intelligence 
becomes most critical in the choice of 
advertising devices that our manufac- 
turer may make. This choice is far 
from being the simple one of deciding to 
take the public into his confidence re- 
garding the goods he has for sale. It 
has already been noticed that the tone 
of his messages is likely to be influenced 
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rather heavily by his opinion of the 
public’s I.Q.; and it is self-evident that 
the character of the product itself will 
have a great deal to do with his speak- 
ing stance. The genteel, hushed copy 
that is so appropriate to undertakers’ 
and bank advertising will do little for 
itching scalp cures or the miracle busi- 
ness generally. And if a manufacturer 
makes an industrial product to be sold 
to the unsmiling cynics from whose 
ranks purchasing agents are supposed 
to be chosen, it would seem advisable 
for him to get to the simple truth as 
quickly as possible and to do all his 
hammering there. 

As everyone knows, however, the of- 
fering of goods to Mr. and Mrs. Average 
Consumer is often pressed with more 
art than logic. Excessive puffing in 
these sophisticated times may be con- 
demned as bad taste, and misrepre-, 
sentation as economically wasteful. 
Much consumer advertising today, how- 
ever, takes on the characteristics of in- 
direct lighting, rather than of misrepre- 
sentation that is intended to be such. 
The motif of the appeal is directed pri- 
marily at one of the senses, principally 
aesthetic or of humor. If the ultimate 
effect is pleasing, the product that is 
mentioned somewhere in the copy ought 
to be good. It is judged first by its en- 
vironment, although it is usually con- 
sidered desirable for it to prove satis- 
factory in actual use. 

The curious thing about modern ad- 
vertising is that much of it has honestly 
institutionalized fiction as a medium of 
commercial appeal. The broadest ex- 
travagances may not be so submoral as 
they sound, for the reason that people 
have learned to smile tolerantly at them 
as they do at lovers, fishermen, and 
boyhood whoppers. Its greatest eco- 
nomic damage—short, of course, of flat 
misrepresentation—is probably to the 
man or woman without a sense of hu- 
mor. By the others it is appropriately 


discounted, and at that level has pro- 
duced many of its modern triumphs. 


AMERICANS COMPARED WITH CHINESE 


One fascinating marketing problem 
is to discover the extent to which the: 
Americans are like and unlike Chinese. 
The excuse for this reprehensible com- 
parison is that a correct answer leads 
toward an appreciation of the vagaries 
as well as of the common sense of Amer- 
ican consumers. Perhaps no market in 
the world is more higkly convention- 
alized than that of the Chinese. A new 
line of gray goods may be intreduced, 
identical with the popular favorite as to 
yarn count, shade, yardage, selvage, 
weight, and package, but if the color of 
the wrapping string is different, all is 
not lost, but the battle for customers 
will be more definitely uphill. 

Now Americans share this Oriental 
characteristic to the extent that once 
having been sold by advertising and 
custom on a particular line, they will 
continue to patronize it even though 
superior products for the purpose may 
come and go on the market and even 
though their loyalty is sometimes 
cruelly penalized by hizh prices. A 
survey made some little time ago re- 
vealed a still active demand for a prod- 
uct that had not been advertised in ten 
years. Under resale price maintenance, 
some established brands are selling for 
twice and thrice the price of competing 
brands of equal quality, and are really 
selling. 

On the other hand, American taste is 
extraordinarily fluid and independent 
with respect to the welcome it accords 
new ideas. The expansion in our stand- 
ard of living has always been two- 
dimensional. Apropos oi the tyranny 
of conventions, we always speak of our 
standard of living as rising, and can- 
ceive of it physically as having a direc- 
tion that is up. In fact, it has broad- 
ened as well as risen. We could be 
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living well without many of the gorgeous 
gadgets by which we also live interest- 
ingly. But it is important to realize 
that for neither the height nor the 
breadth must we be forever genuflexing 
to our “ingenious Yankees.” There 
would be small call to be ingenious if 
public acquiescence in new ways of liv- 
ing were not characteristically amiable 
and gay. This public is very obviously 
no pet to be fed by formula. It can be 
traditionally Chinese and it can be tra- 
ditionally Yankee, and somewhere in 
the list of manufacturers’ marketing 
problems is that of determining which 
of these two moods his selling approach 
can more profitably flatter. 


THE PROBLEM OF PRICE MAKING 


Price has many kinds of significance. 
It is a commonplace, of course, that the 
structure of price is in itself complex to 
a degree basely belied by the black and 
white simplicity of the price tags on 
Main Street. Even though money will 
probably always be the principal ele- 
ment in price, modifying factors such 
as terms and conditions of sale, zones, 
delivery, free repairs, and free adver- 
tising, often run up into a truly amaz- 
ing tally of accessory elements. But it 
is with the diversified consequences of 
price, partial or total, that manufactur- 
ers are obliged increasingly to reckon. 
Advertising, prestige, and other impon- 
derables notwithstanding, price is the 
link by which most commodities are 
still bound to other commodities in the 
common competitive system. There- 
fore, when a manufacturer makes up his 
mind about the price at which his com- 
modity is to sell, he is usually taking a 
position on many other practical and 
economic issues as well. Some of them 
are worth special recognition. 

Perhaps the manufacturer’s major 
choice is with respect to the income 
level which he regards his product as 
best calculated to tap. His basic effort 


is usually to arrive at the ideal margin- 
volume reciprocal that will maximize 
his profits, although he probably escapes 
thinking of it in such terrifying lan- 
guage. Error at the one extreme could 
mean boom markups at bankruptcy vol- 
umes. Error at the other extreme might 
put him in the category of the famous . 
citizen who could afford to take a loss 
on each unit because he sold so many 
of them. The point is self-evident and 
does not have to be labored. In any 
event, barring enjoyment of a true mo- 
nopoly, the mathematically ideal price 
will often turn out to be something at 
which to gaze wistfully, while in prac- 
tice, competition takes charge of mar- 
gins. 

Even more fascinating, and perhaps 
more nearly within his control, is the 
relative price treatment that the manu- 
facturer will accord to different types of 
customers. Decisions in this area, re- 
peated over and over again in the price 
headquarters of thousands of concerns, 
can have a tremendous influence not 
only on the immediate fortunes of each 
seller but also on the structure of the 
business world as a whole. 

Where maintenance of volume is a 
manufacturer’s greatest worry, he has 
been known to insure himself against 
idle capacity by extremely low prices to 
mass distributors. In that event he 
may have to depend for a profit upon 
the extraction of high margins from 
smaller customers who in turn must 
manage somehow or other to compete 
with their (a) burly and (b) white- 
haired brothers. If, on the other hand, 
the seller should come to the conclusion 
that his long-term safety lay in the loy- 
alty of small distributors, he might con- 
ceivably confine all his business to 
them, or at least make only moderate 
concessions for volume. If he wants to 
ride both horses, he may find that they 
work poorly in harness, each suspicious 
of favoritism to the other or deter- 
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mined to compel favoritism toward him- 
self. i 

Customer classification, together with 
the privileges and the handicaps which 
at bottom help to explain the very ex- 
istence of such a practice, affords nu- 
merous manufacturers one of the most 
wicked freedoms of choice in the entire 
index. When Paris passed an apple to 
. Venus and so set the stage for the Tro- 
jan War, he may have been merely pro- 
totyping for a modern manufacturer of 
consumer goods. A tormented producer 
is sometimes able to solve his capacity 
problem by creating or aggravating his 
discrimination problems, but the solu- 
tion is not always celebrated with joy 
and thanksgiving. 

In the third place, it is no longer 
enough for a manufacturer to shake his 
head sadly over depressions. His price 
and production decisions are, to degrees 
that may admittedly be petty or ob- 
scure, associated with cause as well as 
effect. Sometimes, in the form of Con- 
gressional investigations or accusing 
pamphlets, he is asked to give thought 
to the extent to which his policies may 
be contributing to business letdowns or 
could be amended to relieve them. 
Where overhead and fixed charges are 
high, it is usually assumed that incre- 
ment costs per unit will decline sharply 
as volume goes up. It is therefore 
urged incessantly upon manufacturers 
today that it is to their own as well as 
the public’s interest that they keep their 
_ prices low and so permit volume at least 
to remain respectable. 

A corollary is that as demand rises 
price should be allowed to fall, which 
has to be reconciled to that other con- 
vention that as demand declines prices 
must or should decline with it. In ac- 
tual practice, however, many types of 
goods suffer from inflexible demand, as 
in the case of steel, heavy machinery, 
and others. Seeing nothing to be 
gained from a sacrifice in price that can 


have no counterpart in enlarged vol- 
ume, manufacturers of such products 
are charged with holding their prices 
up. Formal quotations often appear to 
sustain the charge, although the real 
battle may merely shift to a guerrilla 
plane and be fought out in terms of 
secret rebates and concessions. 

One of the paradoxes that come out 
of this confusion of counsels is whether 
manufacturers should allow their prices 
to go up with demand or down with unit 
costs. There is venerable precedent for 
both courses, although the former is 
normally a short-term and the latter a 
long-term phenomenon. The dynamite 
in these enigmas is that when times go 
bad the manufacturers’ affairs become 
everybody’s affairs, as it is upon their 
continuing activity that the ability of 
people to keep on living depends. 


To CO-OPERATE oR To CHISEL? 


The last item under zhe subheading 
of price decisions comes as an anti- 
climax. It sounds like buffoonery, but 
that manufacturer is making a real de- 
cision and a grave one when he decides 
whether in the view of his trade he is 
to be a cooperator or a chiseler. By 
some standards, a right-minded man is 
one who refuses to cut prices. The 
rightness of his mind may actually in- 
volve practical as well as moral con- 
siderations, for the reason that in a 
competitive industry, price cuts will sel- 
dom pass unnoticed. They will be met 
or surpassed, with the pcssible result of 
leaving the old division of volume un- 
disturbed while operating margins suf- 
fer a general collapse. Nevertheless, 
there are many situations in which a 
few sellers possess adventages in the 
way of more modern plant or more 
effective distribution that can be 
converted into lower price without 
much fear of being overhauled by 
competitors save via the bankruptcy 
route. 
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It is a common gibe among the in- 
tellectuals that the definition of a chis- 
eler is anyone who is able to sell at a 
lower price than his competitors. In 
practice it is likely that such a defini- 
tion can miss the point as well as drill 
it. Secret price concessions, price dis- 
ruptions of the type that defeat the 
purposes of an open market rather than 
discharge an equilibrating function, 
raise questions that can be unselfishly 
controversial. Their relation to rela- 
tive efficiency may be near or remote. 
In practice, it is as likely as not to be 
accidental. The significance of the is- 
sue for this particular title is that a 
manufacturer must make economic de- 
cisions of the type here suggested when 
he thinks he is addressing himself to 
conventional marketing problems. 


ATTITUDE TOWARD LAWS 


Which laws will the seller decide to 
obey, and what is meant by obedience? 
These questions are not really so dis- 
respectful as they sound. The point is 
that manufacturers may choose selling 
positions that will avoid the impact of 
some of the more drastic pieces of legis- 
lation without defying them. 

Under the Robinson-Patman Act, for 
example, large distributors shifted from 
direct receipt of brokerage to its ac- 
ceptance in indirect forms, and then 
ruminated over the wisdom of abandon- 
ing suppliers who used brokers at all. 
At the finish of this maneuver there 
could be no discrimination, but neither 
is there any sign of a law triumphant. 

Again, manufacturers are always free 
to utilize or reject resale price mainte- 
nance; at least free to the extent that 
the popularity of their lines with con- 
sumers exceeds their dependence upon 
organized retailers for effective distri- 
bution. With respect to the prospect 
of uncertainties under the antitrust 
laws, the seller may choose to keep his 
prices as independent as the current 


priesthood in the field of price theory 
would like to see them, or to allow them 
to drift into the magnetic zone of the 
big “numbers” in his industry. The 
latter result would be similar in effect 
to some forms of outright violation of 
the antitrust laws, but not in principle 
—not yet at least. 

Also, there are general phrases in 
some laws which were aimed expressly 
at specific industries and with respect 
to them are reasonably apt, but which 
in being applied to other industries may 
degenerate into meaningless and irri- 
tating barbs. In the latter situations 
they may be quietly ignored. And with 
respect to any law, there is always the 
possibility that its strict enforcement 
would result in rather desperate com- 
petitive situations for particular sellers. 


` In such cases the parties so affected 


may make the choice of continuing to 
live until the law catches up with them, 
or in the hope that it never will. 


ADAPTATION TO CHANGE 


Perhaps the final decision that a 
manufacturer must make is with respect 
to whether distribution is still dynamic 
or is settling down into a relatively firm 
pattern. Most of the going evidence 
argues strongly that current methods 
are still subject to change without no- 
tice. The long procession of marketing 
hegemonies that has made the history 
of the science so bulky—with whole- 
salers, manufacturers, chain stores, 
mail-order houses, syndicates, co-opera- 
tives, and supermarkets administering 
perpetually shifting degrees of power— 
shows few signs of being ready to camp 
down. The speed of evolution, how- 
ever, is by no means uniform, and at 
any given moment sellers may pause to 
inquire whether certain apparent trends 
are superficial or basic. 

One development that manufacturers 
may have to take into consideration is 
that at the moment some industry and 
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trade attitudes are crystallizing more 
sharply than in the past. The most 
spectacular manifestation of this trend 
is in the self-serving-and-saving laws 
that are threatening to tax the capacity 
oi statute books. It is evidenced even in 
the development of prideful or promo- 
tional terminology. It may have been 
noticed that independent merchants 
would prefer to be called individual 
merchants. The American Marketing 
Association itself wishes to discourage 
the use of the word “distribution” in 
favor of the word “marketing.” It is 
distasteful to a wholesaler to be called 
a jobber. Dignity, prestige, and even 
precision in labels are acquiring impor- 
tance. 

Perhaps—although perish the thought! 
—these are signs of maturity, of a set- 
tling-down process in which the efforts 
of people with new ideas to invade par- 
ticular industries can be more effectively 
resisted than in the past. Whenever 
business groups succeed in going social 
on us there are grounds for worry as to 
the ultimate effects, on the general the- 
ory that if complacence comes, stagna- 
tion may not be far behind. 

The descriptive way of picturing this 
peril is to wonder if forms of distribu- 
tion are now changing so slowly that we 
have time to find social labels for them, 
as for people who have already enjoyed 


their years of prominence and regard 
their position in life as a leasehold. 
The ultimate refrigeration, {ollowing 
the fashion first set by New York’s 
Four Hundred, would be for intrenched 
peanut vendors to achieve national rec- 
ognition as THE One Thousend. At 
any rate, whether it is a fad or a stage, 
organized trades have every here and 
there been pursuing plumbers up the 
social scale, as the latter enter upon 
their modern careers as sanitary engi- 
neers and alleged antitrust-law frustra- 
tors. 

It seems reasonable to conclude, how- 
ever, that reaction to a current trend is 
still as definitely a possibility zs it was 
when mass distributors irst tore into 
the conventions of their day They 
swept many old inefficiencies :nto dis- 
card, bred their own new abuses, pre- 
cipitated still newer methods of pressing 
merchandise on the public, and in the 
process promoted revolts that came to 
find strong political expression. But 
the central theme is still one of lusty 
growth, and there are no signs that peo- 
ple are ceasing to become dissatisfied 
with whatever is. Perhaps the princi- 
pal characteristic of distribution is still 
impermanence, in which case ore of the 
manufacturers’ major problems is dis- 
tinctly that of being prepared for 
change. 
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Wholesaling and the Wholesaler 


By ALBERT HARING 


HOLESALING, in an economic 

sense, includes all activities re- 
lating to the purchase and sale of goods 
where the purpose of the customer is 
to resell the merchandise or to put the 
goods to business use. Sales to ulti- 
mate or home consumers alone would 
thus be excluded. Wholesaling, in this 
broad concept, includes sales by manu- 
facturers and producers to wholesale 
middlemen, sales to retailers, sales to 
institutions (and the like), sales to in- 
dustrial users, the activities of non- 
title-taking middlemen, and purchases 
of farm products for resale. Total 
wholesale sales were estimated upon 
this basis by the Census Bureau as be- 
ing in excess of eighty billion dollars 
during 1935. This figure includes con- 
siderable duplication, because the same 
goods appeared each time they were 
sold in the process of changing from raw 
materials to finished merchandise. 

The first quantitative study of whole- 
saling was made by the Census of 
Distribution: 1929. This has been 
followed by the Census of American 
Business for 1933 and the Census of 
Business for 1935, while the regular 
decennial census now being taken will 
cover 1939. The Census Bureau found 
that, in practice, wholesaling data had 
to be limited to the business done by 
wholesalers with established places of 
business.* This more limited definition 
of wholesaling will be followed here 
with occasional projection to the 
broader scope of wholesaling in an eco- 
nomic sense. 


History oF WHOLESALING 
During the Colonial period and the 


1 Census of Business: 1935, Wholesale Dis- 
tribution, Vol. I: United States Summary 
(Philadelphia, May 1937), pp. 3-5. 
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early days of the United States, whole- 
saling largely involved foreign trade. 
There was also little distinction made 
between wholesaling and retailing while 
most firms handled a fairly complete 
and varied assortment of goods. Dur- 
ing the nineteenth century, wholesale 
houses began to differentiate between 
foreign and domestic business, to drop 
their retail operations, and to specialize 
in certain kinds of merchandise. Dur- 
ing the first quarter of the twentieth 
century, merchandise specialization was 
carried further and certain new types of 
wholesale operators began to appear. 
Brokers, commission men, and whole- 
sale peddlers appeared earlier, but the 
twentieth century has been character- 
ized by the development of co-operative 
wholesalers, cash-and-carry wholesalers, 
resident buyers, and other new opera- 
tors.? 

The wholesaling picture is compli- 
cated and ever changing. A summary 
picture has distinct limitations, although 
no other treatment is here possible. 
What emphasis there is will be laid 
upon developments in the wholesaling 
of menufactured goods. Since the 1929 
census figures are not wholly compa- 
rable with those for 1933 and 1935, 
they will often be omitted. Table 1 
gives the 1933 and 1935 picture of 
wholesale trade by typ2 of wholesale 


operator. 
Tha data in Table 1 indicate that 
manufacturers’ sales branches (with 


stocks) and manufacturers’ sales offices 
(without stocks) did a larger share of 
the tctal business in 1935 than in 1933, 
while relatively less business was ob- 
tained by full-service and limited-func- 


2T. N Beckman and N. 3 Engle, Whole- 
saling—Principles and Practice (New York: 
Ronald Press, 1937), pp. 75-78 
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TABLE 1—ComParative SUMMARY OF WHOLESALE TRADE OF THE UNITED STATES BY TYPES 
OF OPERATION Ë? 
























Net Sales 





Number of 
Establishments 





Type of 
Operation 






Per Cent 
of Total 





1933 













Total 176,756 | 163,583 | $42,802,913 





100 | $30,009,590 





Full-service and limited- 
function wholesalers 
Manufacturers’ sales 









88,931 | 82,820 | 17,661,691 
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12,890,763 














































branches (with stocks) | 11,634 | 12,409 | 7,446,014 4,965,450 16 
Manufacturers’ sales of- 

fices (without stocks) 4,196 4,415 3,620,074 2,328,606 & 
Bulk tank stations 27,333 26,174 2,704,047 1,785,513 6 
Azents and brokers 18,147 | 13,806 8,908,076 6,283,097 21 
Assemblers 26,515 23,959 2,463,011 6 


, , 463, 1,756,161 


tion wholesalers. If business census ' brokers are middlemen who ordinarily 
figures were available for 1909 and do not take title to the goods but act as 
1919, it is likely that the growth of intermediaries in' bringing buyer and 
manufacturers’ sales branches and of- seller together. Assemblers are whole- 
fices as well as that of bulk tank sta- sale operators, mainly =n the agricul- 
tions would be found to have been tural field, who bring together products 
largely at the expense of full-service which are grown in small lots, often 
and limited-function wholesalers. Note grade them, and dispose of such goods 
should also be made of the fact that in commercial quantities. 
the number of manufacturers’ sales In the classification of full-service 
branches and offices fell slightly while and limited-fumction wholesalers, there 
their sales volume rose, indicating larger are found the types of cperation which 
sales per establishment. In the other are most generally considered to be 
cases, increased sales volume between “wholesalers” or “jobbers.” The whole- 
1933 and 1935 was accompanied by a sale merchant of Table 2 is the typical 
rise in the number of establishments. wholesaler or jobber as pictured in the 
Manufacturers’ sales branches are mind of the public and most business 
producer-owned houses which are pre- men. Industrial distributors are, in 
pared to make deliveries to buyers from many ways, merely the typical jcbber 
stocks. Sales offices, although they may who sells industrial supplies which go 
have sample stocks, ordinarily have mainly to business users. The minor 
goods shipped direct to the purchaser types of operation under the heading 
from the plant. Bulk tank stations are of full-service and  limited-function 
petroleum wholesalers which usually de- wholesalers are special adaptations to 
liver gasoline and oil in trucks to filling meet modern competitive conditions.* 
stations and other buyers. Agents and 4, cass of Businem: 1985, of. oft,, pp. 42- 
3 Census of Business: 1935, Whoiesale Dis- 45. Detailed definitions of types of operation 


tribution, Vol. I: United States mney are given. All items in the next two para- 
(Philadelphia, May 1937), p. 17. graphs are taken from this publication. 
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TABLE 2—SUMMARY OF WHOLESALE TRADE IN THE UNITED STATES BY DETAILED TYPE OF 
OPERATION, 1935 8 










































































=p =F 
Operating Expenses 

Number Net (including pay roll) | Stocks on 
J of Estab- Hand, End 

Type of Operation lish- pao of Year 

(add ' Per C 

ents er Cent] (add 000 

m (add 000) | to scies C ) 
TorTaLs, 1935: 176,756 | $42,802,913 |$4,163,480 9,7 $3,106,609 

FULL-SERVICE AND LIMITED-FUNC- 

TION WHOLESALERS 88,931 | 17,661,691 | 2,228,347 126 2,067,649 
Wholesale merchants 77,700 | 14,372,164 | 1,900,821 13.2 1,656,141 
Voluntary-group wholesalers 128 109,569 9,402 9.3 13,444 
Converters 502 284,121 24,541 86 46,374 
Exporters 513 571,490 51,598 9.0 75,328 
Importers 2,241 1,068,234 98,475 9.2 147,738 
Industrial distributors 1,633 444,877 72,939 164 94,813 
Cash-and-carry wholesalers 577 74,152 3,353 4.5 6,148 
Drop shippers or desk jobbers 1,031 365,926 23,545 6.4 3,512 
Mail-order wholesalers 189 13,984 3,226 23.1 2,116 
Retailer-cooperative warehouses 161 153,398 9,383 6.1 14,865 
Wagon distributors 4,256 212,776 31,064 146 7,173 

MANUFACTURERS’ SALES BRANCHES 
(With stocks) 11,634 7,446,014 | 881,155 11.8 596,558 
MANUFACTURERS’ SALES OFFICES 
(Without stocks) 4,196 3,629,074} 239,889 5.6 _ 
BuLK Tank STATIONS (PETROLEUM)| 27,333 2,704,047 391,095 145 157.687 
Independent stations 3,880 298,627 37,147 124 13,667 
Chain-operated stations 17,017 2,002,546] 284,859 14.2 122,718 
Commission stations 6,436 402,874 69,089 17.1 21,302 
AGENTS AND BROKERS 18,147 8,908,076 256,749 2.9 89,565 
Auction companies 609 382.857 10,692 2.8 2,716 
Brokers 3,922 2,889,546 39,411 1.4 10,810 
Commission merchants 3,135 2,662,491 67,364 2.5 30,486 
Export agents 496 276,506 14,638 5.3 3,802 
Import agents 335 212,573 10,357 4.9 5,478 
Manufacturers’ agents 7,548 768,619 44,092 5.7 12,902 
Selling agents 1,712 1,439,710 63,412 4.4 23,179 
Other agents 390 275,774 6,783 2.5 192 
ASSEMBLERS 26,515 2,463,011 166,245 6.7 195,150 
Country buyers of farm products | 10,813 646,147 32,981 5.1 88,633 
Cream stations 3,619 29,854 1,479 4.9 222 
Cooperative marketing associa- 

tions 2,117 955,727 60,318 6.3 58,557 
Elevators (grain) 8,462 600,363 30,147 50 41,756 
Packers and shippers 1,504 230,920 41,320 17.9 5,982 














5 Census of Business: 1935, op. cit., p. 56. 
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The wholesale trade is also classified 
by the Census Bureau into twenty-nine 
major kind-of-business groups (1935) 
based upon commodities handled. The 
major groups are further broken down 
until well over one hundred kinds of 
wholesale business are segregated. 
Within each minor kind of business, 
wholesale operation differs somewhat, 
and more data by detailed kind-of-busi- 
ness groups would be most useful. 

Taking the wholesale trade as a unit, 
certain general information is available. 
Employment in wholesaling is fairly 
stable, ordinarily showing a fluctuation 
not exceeding 10 per cent in one year. 
Full-time employment is also the rule. 
Expenses as a percentage of sales tend 
to fall as the sales volume of the house 
rises. Over four-fifths of the sales made 
by wholesalers are regularly made upon 
credit. The customers to which whole- 
salers sell and their respective impor- 
tance in terms of business volume are: 
retailers (45.4 per cent), industrial us- 
ers (29.8 per cent), other waolesalers 
(20.2 per cent), export market (3.1 per 
cent), and household consumers (1.5 
per cent). One-half the wholesale 
houses are organized upon a corporate 
basis, and these houses do over three- 
quarters of the business. Three-quar- 
ters of the wholesale trade is done by 
establishments located in cities with a 
population exceeding 100,000, while 
one-half is done in cities whos? popula- 
tion exceeds 500,000. The larger 
wholesale merchants and industrial dis- 
tributors with annual sales of $500,000 
or more account for 8.0 per cent of es- 
tablishments and 55.7 per cent of sales. 


THe WHOLESALE MERCHANT 


Although general information about 
the wholesale trade is pertinent, the 
evolution of wholesalers is tied up with 
the wholesale merchant. Characteris- 
tically the wholesale merchant is a full- 
service independent wholeszler who 


buys and sells merchandise in domestic 
trade, who carries an adequate stock 
in his place of business, and who de- 
livers and gives credit tc his retailer. in- 
dustrial, and commercial customers. 
He assembles goods in large lots and 
redistributes these, usually through 
salesmen, in smaller quantities. He 
may perform the grading function, and 
often gives advice to the retail trade, 
usually his best market.’ 

With the rise of mass productior. dur- 
ing the latter part of the nineteenth 
century and the first quarter of the 
twentieth century, industry after indus- 
try began to have a capacity to produce 
in excess of the quantity which could be 
easily sold. As long as there was a 
scarcity of goods, or a seller’s market, 
the old-line wholesaler or wholesale 
merchant performed the vital function 
of physical distribution to general satis- 
faction. Along with the arrival of ex- 
cess productive capacizy, the United 
States developed the automobile system, 
improved railroad transportation, pub- 
lic warehouse facilities, a strong fashion 
trend, improved communicaficn and 
dissemination of knowledge (motion 
pictures and radio), and a number of 
other new social and business forces.” 
Excess capacity gave producers the 
need for pushing their individuel items 
and brands; changing conditions gave 
them the opportunity to experiment. 
The rise of price to the fore as a pur- 
chasing motive came with the buyers’ 
strike of 1920. Soon came the wide- 
spread development of domestic me- 
chanical equipment. Retail adjust- 
ments to both these changes caused 
the further growth of large-scale re- 
tailers. Other forces reacted similarly. 
Thus, from both the manutecturing 
and the retail areas, changed conditions 


ê Census of Business: 1935, op. c, p. 43. 

1T. N. Beckman and N. H. Engle, of. cit., 
pp 535-54, An excellent discussion of these 
developments is given in detail. 
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led to experimentation—experimenta- 
tion which often considered the elim- 
ination of the old-line wholesaler. 

The old-line wholesaler or wholesale 
merchant had some apparent weak- 
nesses which were thought to be sub- 
ject to exploitation. With several com- 
petitive brands in stock, the wholesale 
merchant had an interest in commodity 
sales rather than brand sales. ‘Total 
coffee sales, for example, were more 
important to a wholesale merchant than 
Maxwell House coffee sales, but Gen- 
eral Foods would be interested only in 
Maxwell House coffee sales. In gen- 
eral, wholesale merchants would push 
commodities rather than brands. 

Wholesale competition, in the second 
place, was such that salesmen were gen- 
erally used and sales expense amounted 
to one-quarter or more of the expense 
incurred by wholesale merchants.® If 
retailers could be combined and create 
their own wholesale establishments, 
could not this selling cost be saved? 

In addition, it was thought that 
many wholesalers had not adopted the 
newer scientific methods of manage- 
ment, and it was known that there were 
few cash-and-carry houses. As a re- 
sult, the wholesale merchant began to 
face various types of new competition, 
particularly during the 1920's. 


CHARACTERISTICS OF COMPETITION 


Certain characteristics of this new 
competition should be noted. First, 
the functions of storage, delivery, credit, 
and so forth, formerly performed by 
the old-line wholesaler did not often 
disappear, but were absorbed by manu- 
facturer, retailer, or new type of whole- 
saler. Second, manufacturers were try- 
ing to obtain brand emphasis rather 
than lower costs. If a manufacturer 
could do his own wholesaling at a cost 
comparable to the margin which he 


8 Census of Business: 1935, op. cit, pp. 92- 
96, : 


would give a wholesale merchant, man- 
ufacturer-controlled distribution would 
be advantageous. Third, chain stores, 
department stores, and other large re- 
tailers entered wholesaling to obtain 
economy. Later, with the development 
of retail private brands, economy and 
brand control both became of major 
importance. ‘ 

From 1929 to 1935, the proportion 
of manufacturers’ sales to wholesalers 
and jobbers declined from 31.8 per cent 
of total sales to 27.3 per cent. Simi- 
larly, the share of sales to industrial 
and other large users declined (26.0 per 
cent in 1929 and 24.6 per cent in 1935), 
while the proportion of manufacturers’ 
sales going to their own branches and 
offices increased (18.0 per cent in 1929 
and 20.6 per cent in 1935).° These 
changes are further reflected in Table 1, 
which shows the changes in wholesaling 
between 1933 and 1935. 


CHANGES AND TRENDS 

This competitive struggle will be 
broken down somewhat further by de- 
scribing a few specific changes which 
have taken place and indicating some 
of the more significant trends. 

1. Sales branches and offices handled 
one-quarter of total wholesale trade in 
1935 (see Table 1). The growth of 
this type of wholesaler has been aided 
by the increased importance of style 
and fashion, the need for servicing me- 
chanical domestic equipment, manufac- 
turers expanding to offer broader lines 
of merchandise, and similar develop- 
ments. In the case of fashion goods, 
perishables, and servicing, even in- 
creased cost may be justified because 
of the ability of sales branches to ex- 
pand sales and increase customer satis- 
faction. In some kinds of business—for 
instance, tire and tube wholesaling— 


® Census of Business: 1935, Distribution of 
Manufacturers’ Sales (Philadelphia, April 
1937), p. 19. 
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wholesale merchants have not been able 
to attain sufficient sales volume to make 
low costs possible, thus giving the man- 
ufacturer an opportunity to push his 
own brand and also cut distribution 
costs.1° Wherever openings have ap- 
peared, either due to the nature of 
merchandise or to the failure of old- 
line wholesale merchants to operate effi- 
ciently, manufacturers have been ready 
to step in because of their neec for 
brand-selling pressure. 

2. Manufacturer control has not 
been limited to sales branches and of- 
fices. In the distribution of oil prod- 
ucts through bulk tank stations, the 
large refiners are dominant. Similarly, 
the General Electric and Westinghouse 
wholesale systems in the electrical field 
and the McKesson wholesalers in the 
drug field are very important operators. 
Other examples might also be given. It 
is significant to note, however, that 
some manufacturers with full lines of 
merchandise have found the best solu- 
tion to their marketing problem to be 
the operation of chains of old-line full- 
service wholesale merchants. 


Cutting costs 


3. Chain-store warehouses, cash-and- 
carry wholesalers, retailer-co-operative 
warehouses, and similar abbreviated- 
service wholesalers can cut wholesale 
costs. Taking the full-line grocery 
trade, wholesale merchants had costs 
equal to 9.2 per cent of sales; cash-and- 
carry wholesalers, 4.9 per cent of sales; 
and retailer-co-operative warehouses, 
5.0 per cent of sales.“ Chain-store 
warehouses in the combination-store 
field (meat and groceries) had costs 
equal to 3.9 per cent of sales. It is 


10 Census of Business: 1935, Wholesale Dis- 
tribution, Vol. I: United States Surstmary 
(Philadelphia, May 1937), pp. 56, 63. 

11 Jbid., p. 19. AD statistical items in para- 
graphs 3 and 4 are taken from this publica- 
tion. i 


doubtful whether all the apparent sav- 
ings are real, because some of the de- 
leted services must be absorbed by the 
retailer, except possibly in some phases 
of chain-store operation. The future 
of the chain-store warehause is tied up 
with the growth of retail chain stores, 
but neither cash-and-carry wholesalers 
not retailer-co-operative warehouses are 
unduly popular, their 1935 sales volume 
being less than one-eleventh of the sales 
of wholesale merchants in the full-line 
wholesale grocery trade, where they are 
strongest. It would appear that many 
retailers really need the services offered 
by old-line wholesale merchants more 
than the possible economies of limited- 
service wholesalers. 


Old-line wholesalers 


4, The old-line wholesale merchant 
has continued to do about one-third of 
the total wholesale business. Where 
many small items are handled with a 
quick turnover, as in foods or drugs or 
tobacco, and where many retailers han- 
dle the merchandise in small quantities, 
the wholesale merchant’s position has 
remained strong. Except for the 
growth of large retailers or chains which 
buy direct or do their own warehousing, 
the position of the wholesale merchant 
is relatively secure in such kinds of 
business. Improved business technique 
is also making the wholesaler a stronger 
competitor in all lines of business. The 
development of wholesaler-retailer vol- 
untary chains also offers certain advan- 
tages, but is handled elsewhere in this 
volume. 

5. Old-line wholesalers have adapted 
themselves to modern conditions. Full- 
line dry-goods houses, for example, now 
do the bulk of their business in clothing 
and furnishings,1* although notions and 
piece goods were primary in the past. 

12 Census of Business’ 1935, Wholesale Dis- 
tribution, Vol. VIII: Commodity Sales (Phila-~ 
deiphia, May 1937), p. 28. 
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The national wholesaler has largely 
been replaced by wholesalers whose 
sales area is relatively local. In many 
lines, wholesalers are limiting them- 
selves to one brand of an item (lino- 
leum) and selling to selected retailers. 
The old-line wholesaler of today has 
undergone a good part, at least, of the 
evolution which has characterized all 
distribution during the last twenty 
years. 


Modernized wholesalers 


6. The future will see further modi- 
fications in the operation of the whole- 
sale merchant, the typical wholesaler. 
Scientific management, selective distri- 
bution, and similar devices to cut costs 
are being adopted rapidly, and the 
bugaboo of hand-to-mouth buying is 
being met by better inventory con- 
trol. It is likely that the wholesale 
merchant, in his new form, will come 
very close to maintaining his present 
position during the next decade. In ac- 
complishing this, he will probably find 
it desirable to adopt more principles of 
scientific management, to adjust his 
sales volume to the low cost range for 


his city, to limit himself to one or two 
brands of many items, to meet price 
competition with a private brand, and 
to apply research to his sales problems. 
The modernized wholesale merchant of 
today can, in general, compete strongly. 

7. Regardless of future developments, 
it appears reasonably safe to forecast 
that there will continue to be some 
physical intermediary between manu- 
facturers and the retail trade. Such in- 
termediary will vary from chain, de- 
partment store, and public warehouse to 
full-service wholesale merchants. The 
shifts of the last twenty years appear 
to be slowing down, although some 
gains are still likely to be made by sales 
branches and offices. Similarly, more 
wholesale merchants may well be con- 
trolled by manufacturers to assure eff- 
cient operation and brand pressure. In 
general, however, most of the evolution 
of wholesaling which was precipitated 
by the appearance of unused manufac- 
turing capacity seems to have been 
completed. Today, it is believed that 
a point of reasonable stability upon a 
level of higher business efficiency may 
well have been approached. 
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Progressive Retail Management 
By Matcorm D. TAYLOR 


T IS the purpose of this article to 
present a picture of the retailing 

situation and to trace the effects of the 
application of scientific management 
methods on retail distribution. The re- 
tail world is in a state of unrest. Meth- 
ods of doing business today differ so 
greatly from those in use twenty years 
ago that many independent retailers 
who have grown old in the service of 
their customers find themselves bewil- 
dered by the rapidity of the changes 
that have taken place. 

In the period since the war, inde 
pendent merchants in general have 
looked on chain stores as their chief 
competitors. They have everywhere 
organized against the chains. In gen- 
eral their opposition has assumed two 
forms: first, an attempt to secure legis- 
lation unfavorable to the growth of the 
chains; and second, a more or less con- 
certed effort on the part of local cham- 
bers of commerce and civic organiza- 
tions to induce consumers to trade at 
independent stores. This opposition 
has resulted in the enactment of grad- 
uated chain-store tax bills in some 
twenty-five states, twenty of which at 
present have such laws. The active 
support of independents was at least 
one of the major factors responsible for 
the passage of the Robinson-Fatman 
Act. Many wholesalers and independ- 
ent retailers are supporting the Fatman 
chain-store tax bill now before Congress. 

To one who is an interested observer, 
rather than an active participant in the 
iight between these two agencies of re- 
tail distribution, it appears that money 
Jar too often has been spent by inde- 
pendent organizations in denouncing the 
feared competition rather than in im- 
proving the businesses of retailer mem- 
ders. Many merchants in 1940 are 
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using practices which progressive com- 
petitors abandoned twenty years ago. 
Before attempting to suggest a remedy 
for the present unrest, however, one 
should in fairness examine the services 
now being performed bv different types 
of retail organizations and attempt to 
evaluate them in the light of what is 
best for society as a whole. 


THE PLIGHT OF THE INDEPENDENT 
MERCHANT 


From the standpoint of the total vol- 
ume of business which they transact, 
independent merchants are still the 
largest factor in retail distribution. Are 
they keeping pace with changing meth- 
ods? 

The last complete Census of Retail 
Distribution was made by the United 
States Bureau of the Census in 1936. 
Representatives of the Census Bureau 
collected sales figures for the year 1935 
from a total of 1,653,961 retai! stores. 
Approximately 89 per cent of them were 
owned and operated by independent 
merchants and 8 per cent by chzin-store 
organizations. The 8 per cent operated 
by the chains, however, transacted 23 
per cent of the business. 

An analysis of the sales figures of 
1,527,088 * independent and non-chain 
merchants, whose businesses were stud- 
ied in detail, revealed some astonishing 
facts. Forty-four and one-half per cent 
of them, or approximately 680,000, had 
sales of less than $5,000 a year. The 
average store in this group had weekly 
sales of only $41.34 and yearly sales of 
only $2,150. Sixty-four per cent of the 
independents, or 977,616 of them, had 


1 Figures in this analysis are based on all 
types of stores exclusive cf chain anc mail- 
order units. See Census of Business: 1935, 
Retail Distribution, Vol. I, Table 4A, p. 2-16. 
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sales under $10,000 a year, and the an- 
nual sales of the average store in this 
group were only $3,650. Now, a re- 
tailer who does a business of only $3,- 
650 a year is receiving less compensa- 
tion for his labor than the poorest-paid 
factory worker. In many cases he 
works for nothing and is fortunate to 
receive a fair rate of return on his in- 
vestment. 

The figures just mentioned include 
every type of retail enterprise. Com- 
petition between independents and chain 
stores is at present most severe in the 
grocery business. It will be interesting, 
therefore, to see what sort of a business 
the average independent grocer had in 
1935. The investigators studied 166,- 
120 grocery stores which did not carry 
meats. Of these, 58 per cent had an- 
nual sales of less than $5,000, and their 
sales averaged only $1,920 per year; 
76 per cent had yearly sales of less than 
$10,000, and their sales averaged only 
about $3,100 a year. In other words, 
approximately three-fourths of the gro- 
cery stores had average sales of about 
$3,100. The grocer who has a volume 
of only $3,100 cannot possibly make a 
satisfactory net profit, and frequently 
he operates at a loss. The average 
markup on groceries is less than 20 per 
cent. The typical grocer in this large 
group, then, had less than $620 to cover 
all his costs of doing business, and in 
most cases, of course, he operated at a 
loss. 

The census experts in commenting on 
the grocery store situation as revealed 
in the census of retail trade in eleven 
cities which was made in 1927, said: 


The average store with an annual vol- 
ume of $5,000 has little chance of sur- 
viving, and while the possibility of profit- 
able operation increases with the annual 
volume, it is not until we reach a volume 


2Studies made by The Progressive Grocer 


show an average gross margin for grocery 
stores of 161 per cent. 
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of more than $50,000 that more than’ mere 
existence appears possible. 


If this is a fair statement of the situ- 


ation, only about one-fourth of the gro- 
cery stores can be expected to survive. 
Only 1.6 per cent of them had a volume 
in excess of $50,000. Of the independ- 
ent stores handling both groceries and 
meats, only 5.5 per cent had sales in 
1935 of more than $50,000, and sales 
in approximately 46 per cent were 
under $10,000. The position of the 
typical grocer as revealed by the 1935 
census, then, is not much better than 
that of the tenant farmer in southern 
agriculture about whom so much has 
been written. At best, he is eking out 
a living and little more. 

Professor Edmund D. McGarry, of 
the University of Buffalo Bureau of 
Business and Social Research, made a 
study of the mortality among independ- 
ent retailers in Buffalo over a ten-year 
period, 1918 to 1928 inclusive. It was 
found that of the new retail establish- 
ments opened during that period, 60 
per cent of grocers, 43.8 per cent cf 
hardware dealers, 35 per cent of shoe 
merchants, and 26.6 per cent of drug- 
gists remained in business less than one 
year. Only 16 per cent of the 1,459 
grocery stores in operation in 1918 were 
still in operation in 1928. The situa- 
tion in Buffalo probably is no worse 
than in other cities. As far as could be 
determined, the development of chain 
stores in Buffalo had not increased the 
rate of failure, although the total num- 
ber of independent grocery stores had 
been reduced. 

The only conclusion that one can 


_ draw from the statistical evidence now 


available is that the average independ- 
ent retailer is incompetent and ineffi- 
cient and that his continuance in a busi- 
ness which is unprofitable to himself 
constitutes a serious economic problem. 
When one considers the inadequate ac- 
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counting records which many retailers 
maintain, the utter lack of foresight 
used in buying, the failure to exercise 
even reasonable care in granting credit, 
the dingy windows and uninviting store 
interiors, one marvels that bankruptcies 
are so few. An investigation by the De- 
partment of Commerce in Philadelphia 
revealed that over 50 per cert of the 
retail grocers doing business in that city 
possessed no previous experience what- 
ever in retailing. Former barbers, 
bankers, butlers, bookkeepers, and 
boiler-makers accounted for the B’s in 
an alphabetically arranged list of pre- 
vious occupations. 

The remedy for the ills which beset 
the independent retailer would appear 
to lie in the application of mcre scien- 
tific methods in the management of his 
business. Let us see what scientific 
management has already accomplished 
in the treatment of the misfortunes of 
retailing. 


THE DEPARTMENT STORE 


The department store represents an 
early attempt to make retail manage- 
ment more efficient. One retailer, more 
enterprising than his competitors, con- 
ceived the idea of developing a series 
of well-managed stores under one roof. 
These stores were called departments, 
and merchandise of many kinds was 
carried. The owner of this new enter- 
prise wished to have the detailed knowl- 
edge of merchandise operations enjoyed 
by a specialty store handling a single 
commodity, such as shoes or clothing, 
without in any way sacrificing the 
power to attract customers in large 
numbers, which had long been the chief 
advantage of the old type oi general 
store. Since he could not personally 
supervise all parts of the store at the 
same time, he found it necessary to de- 
velop an organization and to delegate 
his authority to executives who were 
fitted by training and experience to con- 


trol different parts of the large enter- 
prise. The floorman bezame his repre- 
sentative in dealing with customers, the 
department buyer in dealing with man- 
ufacturers and wholesalers, the person- 
nel director in dealing with his numer- 
ous employees, and the controller in 
handling his finances and business rec- 
ords. 

The department was made the unit 
of control. The proprietor substituted 
accurate accounting and statistical 
knowledge for guesswork and blind 
faith that “all would be well.” The 
proprietor of the old general store knew 
only once each year whether he was 
making money or not. If he discovered 
at inventory time that he had lost 
money during the year, it not only was 
too late to do anything about it, but 
he could not determine how the money 
had been lost in order tc correct similar 
mistakes in the future. He had no 
method of determining on which lines 
of merchandise he was making a satis- 
factory profit and on which he was sus- 
taining a loss. Many general mer- 
chants,’ with inadequate accounting 
records, have actually been insolvent 
for several years without knowing it. 

The proprietor of this new type of 
store knew exactly where his profits 
came from and what occasioned his 
losses. He had a detailed knowledge of 
the daily operation of each department. 
Mistakes could be corrected without 
waiting to the end of the year. As the 
years passed he accumulated a vast 
store of useful merchandising informa- 
tion which he employed to advantage 
in his control of operations. Under his 
guidance store executives developed 
standards against which the periorm- 
ance of each individual department 
could be measured. 

A buyer was held responsible for see- 
ing that his maintained markup for the 
season did not fall below a minimum 
established for his department. In or- 
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der to hold his job he had to buy care- 
fully and scientifically. He studied 
style tendencies and catered to con- 
sumer preferences. He was obliged to 
purchase merchandise that could be 
quickly sold at a satisfactory profit, be- 
cause the controller, who wished to take 
advantage of all cash discounts on pur- 
chases, would not permit him to tie up 
the store’s money in dead stock. “Stock- 
turn,” a word that was not even in the 
vocabulary of the general merchant, be- 
came his fetish. l 


Volume of business and costs 


The volume of business transacted by 
department stores in 1929 amounted to 
$3,903,074,000; in 1933 it was $2,318,- 
280,000; and in 1935 it was $2,924,- 
870,000. In 1929 department stores 
accounted for about 8 per cent of the 
total retail business in the United 
States; in 1933, for 9.26 per cent; and 
in 1935, for 8.82 per cent. The depart- 


ment stores in Chicago alone had total. 


sales of $336,276,000 in 1935 and trans- 
acted 27.7 per cent of the total retail 
business in that city. In New York 
their total sales were $300,932,000 and 
they accounted for 10.6 per cent of the 
business transacted by all stores. One 
of the largest organizations is R. H. 
Macy and Company, which had net 
sales in 1930 of over $99,000,000 in its 
New York store alone; its sales in 1935 
were $78,759,626. 

The department store has no marked 
buying advantages, since its volume of 
purchases in any one kind of merchan- 
dise is no larger than that of a compet- 
ing independent who specializes in one 
line. One of its chief sources of strength 
has been its able management. 

At present this able management is 
faced with the difficult problem of re- 
ducing operating expenses. In general, 
expenses showed an upward trend from 
1926 through 1932, a small but steady 
decline from 1933 through 1936, and an 


increase again in 1937, according to 
studies of operating costs made by Har- 
vard University. Department stores 
did not even enjoy a good year in 1929 
as far as net profits are concerned, and 
they operated at a loss from 1930 
through 1934; they broke even in 1935, 
and showed a net profit of 1.6 per cent 
in 1936 and 0.4 per cent in 1937. 
Whether or not they will be able to 
merchandise successfully in the years 
ahead will largely depend on their abil- 
ity to cut operating costs. Since the 
majority of their customers now shop 
on a “price” basis, it is difficult for them 
to advance their average percentage of 
markup on merchandise handled. It is 
possible that intense competition may 
force them to take a much smaller 
markup in the future than they did 
formerly. If competing chain organiza- 
tions, specializing in only a few lines of 
shopping merchandise, continue to grow 
in number and in importance, depart- 
ment stores may be forced to make rad- 
ical changes in their present plans of 
operation. Mr. E. A. Filene many 
times prophesied that in the not far 
distant future we shall have “chains of 
department stores made up of chains 
of departments within the department 
stores.” 


Mar-Orprr Houses 
The second significant change in re- 


tail distribution from the standpoint of 


management and methods of operation 
came with the rise of the mail-order 
houses. Montgomery Ward and Com- 
pany was founded in 1872, and Sears, 
Roebuck and Company in 1893. In 
their early years, mail-order houses sold 
largely to people living in rural sec- 
tions; but later their business became 
profitable in the smaller industrial cen- 
ters as well. If the small-town mer- 
chants had been progressive and up to 
date, mail-order houses would never 
have been of much importance. The 
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mail-order houses carried more ade- 
quate stocks, their styles were moze up 
to date, and they offered merchandise 
backed by an unconditional guarantee, 
at lower prices than competing inde- 
pendents. The convenience of ordering 
merchandise in the home from a large 
illustrated catalogue appealed to many 
people living in the country in the day 
of bad roads and inadequate traveling 
facilities. 

The credit for the success of the large 
mail-order houses must be given to,su- 
perior management. They employed 
skilled buyers at large salaries to pur- 
chase merchandise. Their buying power 
in one line was much greater than that 
of the department store. As they grew 
in size they took over the entire output 
of many factories and in some instances 
erected factories of their own. The 
alert management has ever striven to 
keep abreast of changing methods in 
distribution, and this is something that 
the average independent retailer has al- 
most completely ignored. 

Following the World War, mail-order 
houses adjusted their methods of op- 
eration to meet changes in competition. 
Chain stores were rapidly increasing in 
number, and progressive retailers in the 
larger cities were extending their trad- 
ing areas farther and farther into rural 
sections and small towns as a result of 
the development of good roads and the 
increasing use of automobiles. The 
mail-order houses, in an effort to hold 
customers, perfected plans for selling 
their merchandise on an installment 
basis. Postage was paid on small arti- 
cles, and for a time a plan of prepaying 
freight was in use. This proved un- 
profitable, however, and was discantin- 
ued. 

About 1925 the mail-order houses 
saw that they would have to make a 
radical change in their methods of sell- 
ing in order to meet the change in the 
buying habits of their customers. Ru- 


ral people had been educated by moving 
pictures, newspapers, larm journals, 
and the radio to want more and better 
things than they had formerly wanted. 
They desired, moreover, to examine the 
merchandise and to compare prices be- 
fore making a purchase. So the mail- 
order houses went to the farmer for his 
business. They entered the chain-store 
field on a large scale. As of January 
31, 1939, Sears, Roebuck and Company 
had a total of 499 retail stores located 
in forty-five states, and Montgomery 
Ward and Company had 604 stores. 
The total sales of Sears. Roebuck and 
Company in 1939 were $619,294,199, 
and Montgomery Ward and Company 
had sales of $471,835,169. These fig- 
ures include sales made by the mail- 
order divisions as well as sales through 
the stores. 

The point that should be emphasized 
in this connection is that the alert ex- 
ecutives in these two great organiza- 
tions, whose combined sales in 1939 
were over a billion dollars, are keeping 
abreast of the times and are changing 
their methods of doing business to meet 
changed methods of distribution. What- 
ever success they have had in the past 
or will have in the future must be cred- 
ited to their able and efficient manage- 
ment. 


CHAIN STORES 


The third significant change in retail 
distribution came with the rapid in- 
crease—both in number and in size— 
of chain-store systems. Chain stores 
have operated in one form or another 
for many years; the Great Atlantic and 
Pacific Tea Company began business in 
1858, the Jones Bros. Tea Company in 
1872, and F. W. Woolworth Company 
in 1879; but it is since the World War 
that the great expansion in chain-store 
merchandising has taken place. Chain- 
store organizations in 1935 had sales of 
over seven and one-half billion dollars 
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and transacted 22.8 per cent of the 
total retail business. The Great At- 
lantic and Pacific Tea Company alone 
in 1930 had a sales volume of $1,062,- 
296,331 in its 15,418 stores. In 1938 
its sales made through some 13,300 
(estimated) stores amounted to $878,- 
972,000. The Kroger Grocery and 
Baking Company did a business of 
$267,086,000 in 1930 through its 5,165 
stores, and of $231,296,000 through 
3,992 stores in 1938. F. W. Woolworth 
Company had sales of $289,288,000 in 
1930 and of $304,305,000 in 1938. 
The chains transacted 20.0 per cent of 
all retail business in 1929, 25.4 per cent 
in 1933, and 22.8 per cent in 1935. 

Why have the chain stores been so 
successful? Expert management is the 
chief answer to this question. The 
problems involved in the efficient op- 
eration of a thousand widely scattered 
stores are far greater than in the opera- 
tion of one large department store do- 
ing a business comparable to that of the 
entire chain. Detailed statistical con- 
trol over the various units has been 
substituted for the somewhat more per- 
sonal control in the store under one 
roof. Expert buyers are employed at 
large salaries—salaries that in most 
cases the store under one roof could not 
afford to pay—yet the buying cost per 
store is small. The services of a $50,- 
000-a-year buyer in the A and P or- 
ganization, for example, would cost 
each store only about $4 a year. Em- 
ployees are carefully trained and their 
work is closely supervised. 

Through specialization in a relatively 
small number of items as compared to 
the department store or the old general 
store, the chains have greatly increased 
their merchandise turnover. Unlike the 
department store, the chain specializing 
in one line has a distinct advantage in 
buying. Many of them operate their 
own factories. As shown by the Fed- 
eral Trade Commission’s report, the 


Great Atlantic and Pacific Tea Com- 
pany in 1930 operated nine general food 
factories. It had thirty-five bakeries, 
three cheese plants, one creamery, nine 
milk plants in which its evaporated milk 
was being produced, six salmon can- 
neries, and seven coffee roasting plants. 

Chain stores carrying merchandise of 
a single type, such as groceries, offer the 
outstanding example of what scientific 
management has been able to accom- 
plish in retail distribution. Detailed 
statistical studies are often undertaken 
before the location for a store is se- 
lected. The executives know the 
amount of sales that can reasonably be 
expected from a new store before it is 
opened. They have the records of hun- 
dreds of other new stores opened in sim- 
ilar locations with comparable numbers 
of prospective customers, on which to 
base these estimates. The standardized 
form of layout and store arrangement 
has been developed as a result of elabo- 
rate studies of customers’ buying habits 
and convenience to employees. An ex- 
pert plans the uniform window displays. 
Every person in the entire organization 
knows exactly what he is expected to do 
and he is instructed in how to perform 
his tasks most efficiently. The execu- 
tives do not wait until the end of a year 
to find out whether a store is profitable 
or not. They know from week to week, 
and in many cases from day to day, the 
relative standing of every unit in the 
organization. 

The executives of the chains are 
keeping abreast of changing methods in 
retailing. The grocery chains have in- 
stalled meat departments; they now 
carry fresh fruits and vegetables; and 
soda fountains, selling a full line of soft 
drinks and sandwiches, are to be found 
in many. In order to meet changed 
competitive conditions, they have re- 
cently opened supermarkets on a large 
scale. According to a footnote appear- 
ing in an article by Mr. M. M. Zimmer- 
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man in Printers Ink magazine for Jan- 
uary 5, 1939, A and P now operates 901 
supermarkets. Mr. Zimmerman states 
that American Stores Company has at 
least eighty such markets and that Kro- 
ger operates at least thirteen. As com- 
petition between chains becomes more 
severe, we may find many of the chain 
stores of the future offering services 
such as delivery and charge accounts to 
customers, just as the depar-ment 
stores, because of intense competition, 
have been forced to open free garages 
for the use of patrons, 


THE SUPERMARKET 


It is difficult to say at this time 
whether or not the development of the 
supermarket represents a change in the 
direction of more scientific management 
of retail enterprises. Certainly the 
problems connected with the successful 
operation of large retail units of this 
sort are far greater than those faced in 
the operation of stores doing a business 
of $50,000 or $75,000 a year, compar- 
able in size to the units operated by 
chain grocery store organizations prior 
to the advent of the supermarket. Their 
gtowth in the chain-store field has been 
in part due to the effort of chains to 
meet the competition of alert and pro- 
gressive independents who saw in the 
supermarket, operating in a cheap loca- 
tion and buying in large volume, a 
method of meeting chain competition, 
and in part to the fear of an increase in 
the number of state graduated license 
tax laws and in the rates now imposed 
by the laws that are in effect. Perhaps 
the possibility of the enactment of a 
Federal statute, such as the Patman 
Law, has also had an influence on their 
growth. Moreover, the depression cre- 
ated a situation in which lower prices 
were an effective appeal. 

When they were first started, super- 
markets seemed to be out of line with 
the established buying habits of house- 


hold consumers. However, the appeal 
of mass accessibility of merchandise, 
the convenience of shopping in a com- 
plete food store where abundance of 
parking space is available, and the 
lower prices offered, apparently have 
overcome the inherent reluctance which 
customers had to serving themselves. 

It is doubtful if supermarkets can 
long enjoy the price advantages that 
they now possess. Located in the be- 
ginning in abandoned warehouses in low 
rent districts often at a considerable 
distance from the shopping center, they 
could operate for much less than other 
stores because of the saving in rent. 
Those first opened faced no competition 
from similar stores. W-th the opening 
of supermarkets by nearly all the large 
chain organizations, competition has 
again become keen. The effort to outdo 
competitors has resulted in the leasing 
or purchase of property nearer the shop- 
ping centers, and in the erection of ex- 
pensive buildings. It has also appar- 
ently resulted in more services being 
offered to customers, such as the carry- 
ing of parcels to the car and an increase 
in the number of attendants in the 
store. 

Reliable data regarding the number 
and importance of supermarkets are not 
available at present. There is little 
agreement among marketing students 
as to what constitutes a supermarket or 
how it is to be distinguished from a 
large store. According to one estimate, 
which appeared in Business Week for 
May 1, 1937, “there were probably not 
1,500 full-fledged, bona fide supermar- 
kets in the United States” at the begin- 
ning of 1937. Mr. M. M. Zimmerman, 
in an article which appeared in Frinters’ 
Ink of December 15, 1938, estimated 
that there were at that time nearly 
3,700 independent supermarket opera- 
tors, exclusive of the chain units. In 
an article appearing in the January 5, 
1939 issue of the same magazine, he 
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estimated that the corporate chains 
were operating at least 1,500 super- 
markets. 


Co-OPERATIVE BUYING GROUPS 


Many independent retailers, in an ef- 
fort to secure some of the advantages en- 
joyed by their chain-store competitors, 
have banded together in co-operative 
groups. The Federal Trade Commis- 
sion, in its chain-store study, estimates 
that in January 1930 there were some 
395 such organizations in the grocery 
field which had a total membership of 
53,400 stores. There were 30 in the 
drug field with 7,550 retail druggists as 
members, and six in hardware lines with 
990 member stores. The American In- 
stitute of Food Distribution, Inc., in its 
study Group Buying by 100,000 Re- 


tailers, lists 802 co-operative groups of , 


food stores as of March 1, 1936, with a 
total of 107,141 member stores. The 
number of member stores in each of 
these three lines, groceries, drugs, and 
hardware, exceeds the number of units 
in each line operated by the orthodox 
chains. 

The co-operative groups are of three 
types: (1) the loosely organized buying 
clubs or groups in which the members 
pool their orders so that they can secure 
lower prices on quantity purchases, 
(2) the retailer-sponsored co-operatives 
formed for the purpose of aiding re- 
tailer members in meeting chain-store 
competition, and (3) the groups spon- 
sored by wholesalers who wish to make 
their position mere secure. While a re- 
tailer’s primary object in joining any 
one of the three groups is to obtain a 
price advantage in his purchases, the 
two latter groups represent in large part 
an attempt to give independent opera- 
tors the advantages of more scientific 
methods of management. In this effort 
to make their members more efficient in 
their business practices, they have cop- 
ied freely from the regular chains. 


MANAGEMENT AND Mass DISTRIBUTION 


The writer has attempted to point out 
that department stores, mail-order 
houses, and chain stores offer good ex- 
amples of what has been accomplished 
by scientific management in retail dis- 
tribution. The executives of these three 
types of organizations are continually 
changing their methods of doing busi- 
ness in order to keep abreast of the 
times. Mail-order houses have gone 
into the chain-store field, and chain 
stores have added lines of merchandise 
which are less adapted to standardiza- 
tion than those formerly carried. We 
have department stores with theaters 
and pipe organs, playrooms for children, 
tearooms for women, barber shops for 
men, and one store in Boston even has 
a department where a business man can 
park an extra suit of clothes and make 
a quick change without returning to his 
home. 

Any form of organization which of- 
fers a more economical and more effi- 
cient method of distributing merchan- 
dise will continue to prosper, and justly 
so. This is a day of mass production; 
why should we rail against methods of 
mass distribution? 

It is quite generally conceded by 
those who have studied the situation 
that the chains are performing the com- 
bined retail and wholesale functions at 
much less expense, in percentage of re- 
tail sales, than the independent retail 
and wholesale grocers perform them. 
That a substantial part of these savings 
are being passed on to consumers is 
conclusively shown by studies in the 
grocery field that have been made by 
investigators in several cities. For ex- 
ample, in an investigation made under 
the writer’s direction, it was found 
tnat chain grocers in Durham, North 
Carolina in 1933 were underselling 
independents by 11 per cent; in Lex- 
ington, Kentucky, Professor Edgar Z. 
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Palmer found that they were under- 
selling independents by 14.3 per cent; 
Professor Charles F. Phillips found that 
in five small towns in central New York 
State, chains undersold independerts by 
12.3 per cent; and a study made by 
Professor James L. Palmer and Mr. 
Einar Bjorklund disclosed that chain 
stores in Chicago were underselling in- 
dependents by about 10 per cent. The 
Federal Trade Commission’s Report on 
chain stores showed savings in four 
cities, which ranged from 6.4 per cent 
in Washington to 10.5 per cent in De- 
troit. 


WHAT OF THE FUTURE? 


And now in conclusion, what ‘s the 
Juture of the independent retailer? Will 
he be supplanted by these newe: and 
more powerful forms of organization, 
just as the hand loom was supplanted 
by the power loom in production? 
Those who are least efficient undoubt- 
edly will pass out of the picture and 
probably at a somewhat more rapid rate 
than in the past. This will be a good 
thing from the economic standpoirt, be- 
cause society has nothing to gain by 
subsidizing inefficiency in any form. 
Any kind of taxation which is designed 


to prolong the business life of a weak 
and inefficient merchant is in the long 
run harmful. The more progressive 
and efficient independents, who are will- 
ing to keep pace with modern methods, 
can compete with chain stores for many 
years to come. Success in the future 
will be written largely in terms of man- 
agement. Those who are willing to 
learn from the chains will make their 
stores more attractive, they will dress 
windows more carefully, they will im- 
prove their layouts, they will buy only 
merchandise which moves rapidly, and 
they will substitute accurate accounting 
records for guesswork and post mortem 
analysis. 

The effort and money now being 
spent in denouncing chain stores cannot 
be justified from the standpoint of 
either ethics or economics. If organiza- 
tions of independents would emphasize 
methods of improving retailing, if they 
would encourage group buying, if they 
would educate members in the most 
economical and efficient ways of con- 
ducting their businesses—if, in a word, 
they would strive to keep members 
abreast of the times, the outlook for the 
future of the “average” independent 
store would be more hopeful. 
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Integrated Marketing Institutions 


By WILLIAM GIRDNER 


N INTEGRATED marketing in- 

stitution may be defined as an 
agency which has reduced marketing 
costs through eliminating, simplifying, 
or consolidating various activities usu- 
ally undertaken in the course of carry- 
ing goods from producers to consumers. 
The chain store is an outstanding ex- 
ample of such an institution. Others 
are mail-order houses, supermarkets, 
some department stores, leased depart- 
ments chains, and co-operative groups 
of various sorts. 


CHAIN STORES 


The chain-store organization com- 
bines the retail and wholesale functions, 
and in many cases the manufacturer’s 
marketing functions as well. This has 
permitted a real reduction in marketing 
costs. The chain’s central warehouse, 
for example, supplies its store units 
more economically than the old-style 
wholesaler could service a variety of re- 
tail stores. Instead of wholesalers’ 
salesmen calling upon a retail unit at a 
regular or irregular intervals and “sell- 
ing” it kinds and quantities of merchan- 
dise which may or may not be suitable, 
the chain-store manager places an order 
on a definite schedule, to replenish a 
carefully selected stock. 


The elimination of wholesale sales- 


men and their expenses is an obvious 
and direct method of reducing market- 
ing costs. The simplification of the re- 
tail unit’s merchandise stock, with re- 
duction of investment in inventory, is 
not so obvious, but it represents per- 
haps an equally great saving in relation 
to certain former practices. The effi- 
cient chain-store system endeavors to 
reduce the costs of retail operation to a 
minimum—by correct selection of mer- 
chandise stocks. by elimination of un- 


55 


necessary variations in styles, brands, 
prices, and sizes, and by avoiding losses 
on obsolete and unsalable merchandise 
through frequent ordering. 

The first and perhaps the major con- 
tribution of the chain store to direct 
distribution is this integration of the 
wholesaling and retailing functions. 
But in addition to this, the chain-store 
organization often reduces the manufac- 
turer’s marketing costs. This is espe- 
cially true where the manufacturer’s to- 
tal output is taken by a chain, thus 
eliminating the manufacturer’s salesmen 
and their expenses. Still further reduc- 
tions—in what are sometimes consid- 
ered “production costs”’—are accom- 
plished when the manufacturer's sales 
are assured, when he manufactures only 
for known retail demand. Wasteful, 
speculative production (the cost of 
which must be reflected in net losses 
or increased prices to the consumer or 
both) is eliminated; production peaks 
and valleys can be smoothed out, mer- 
chandise turnover increased, and total 
costs reduced. 

The ideal of the chain—which, of 
course, can never be completely realized 
—is to pull the costs of marketing down 
to the costs of the physical task of col- 
lecting, storing, and transporting fin- 
ished goods to the point of customer 
service. To approach this ideal as 
closely as possible, the chain must base 
its entire operation upon gauging de- 
mand in a particular community and in 
a group of communities. A correct and 
economical stock of goods in the indi- 
vidual store is possible only if methods 
have been developed whereby demand 
—in terms of quantities, kinds, styles, 
sizes, and so forth—can be accurately 
and promptly gauged. This demand 
can then be supplied economically by 
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an efficient operating organization, with 
a minimum of waste effort. Goods 
which consumers do not require or de- 
sire will not be stocked in a store: they 
will not be packed or transported; and 
if there is close co-operation between 
the factory and store organization, they 
will not even be manufactured. Com- 
pletely integrated marketing begins with 
the consumer and extends all the way 
back to the raw materials of manufac- 
ture. Such integration exists today in 
several merchandise fields—such as 
men’s clothing and shoes—and truly 
deserves its description as “straight-line 
distribution.” A substantially lowered 
price to the consumer is the result. 

Some chains have found it necessary 
or desirable to operate their cwn fac- 
tories in order to achieve this desired 
integration. For example, most of the 
food chains own and operate their own 
bakeries, which gear their operations 
closely to store demand. 

There are, of course, a wide variety 
of chain stores. They range from 
chains selling one line of merchandise 
(such as hats or candy) in a small unit 
with annual sales of less than $50,000 
to chains selling hundreds of merchan- 
dise lines in a large unit witk annual 
sales of more than $1,000,009. The 
specialty chain selling one line of mer- 
chandise may secure all its goods from 
one or two manufacturers; the variety 
or dry-goods chains may buy from hun- 
dreds of manufacturers. About all that 
some of these companies appear to have 
in common is the basic method of mul- 
tiple-unit operation. 

Yet the basic characteristics of these 
chains, from the merchandising view- 
point, are very similar. For example, 
the variety chain, with a great diversi- 
fication of merchandise (but a strict 
price concentration) may appear to the 
customer to be a great deal different 
from the specialty chain. However, the 
hardware counters in two thousand 
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Woolworth stores may be regarded sim- 
ply as a chain of hardware stores in a 
particularly logical and fortunate loca- 
tion. And these hardware stores may 
be merchandised as any such chain 
would be merchandised. Similarly with 
the cosmetic counters, the stationery 
counters, and others. A certain group 
of men concentrates on the merchandis- 
ing of each set of counters—and the re- 
sult, in merchandising terms, is what 
might be called a “chain of chains.” 
Despite a type of horizontal integration 
(which has apparently led to increased 
costs in some other types of stores), the 
variety chain is able also to accomplish 
a vertical integration from manufacturer 
to point of sale on many lines of mer- 
chandise. 


RETAILER-OWNED WHOLESALERS AND 
VoLUNTARY CHAINS 


Many of the essential merchandising 
and operating features of chain-store 
distribution have been adopted by vari- 
ous types of co-operative retail and 
wholesale groups. One of the most suc- 
cessful types—found particularly in the 
food field—is the retailer-owned whole- 
saler, which supplies a group of retailers 
much as the chain-store warehouse 
supplies its units. This integration of 
retail and wholesale functions has sub- 
stantially reduced the wholesaler’s over- 
head expenses, and to some extent the 
price of merchandise sold at retail. 

The “voluntary chain,” typically, has 
been developed by a wholesaler or group 
of wholesalers. It has not been con- 
cerned primarily with reduction of ac- 
tual wholesaling costs as in the case of 
the retailer-owned wholesaler, but, in 
some cases at least, has apparently ac- 
complished a higher degree of integra- 
tion with producers and manufacturers. 
The relationships between some large 
voluntary chains and producers is very 
similar to that existing in the corporate 
chain field. 


1 
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DEPARTMENT STORES 


The large metropolitan department 
store buys and sells in volume equal to 
that of many chains and larger than 
some. To a varying degree—in differ- 
ent merchandise departments—it is able 
to assume wholesaling functions, and in 
some cases to absorb all or a large 
part of a manufacturer’s output. This 
should permit a substantial price ad- 
vantage. However, since the first de- 
partment stores were opened, there has 
been, as a result of customer demand 
and competitive enterprise, a great di- 
versification of merchandise lines and a 
gradual extension of special services to 
customers such as luxurious store sur- 
roundings, liberal credit and return 
privileges, and delivery. These added 
customer services have been reflected in 
increased costs, which to some extent, at 
least, have offset economies which may 
have been made in the integration of 
wholesale and retail functions. On cer- 
tain merchandise lines (e.g., men’s 
clothing and kitchenware) the competi- 
tion of the chains has made itself 
strongly felt. It has become apparent 
that—particularly on lines of wide con- 
sumption-—a higher degree of vertical 
integration is needed by the average de- 
partment store. 

Some of the methods adopted to se- 
cure this integration have been: (a) co- 
operative buying of some lines by a 
group of stores, (5) concentration of 
purchases with individual manufactur- 
ers who are thus enabled to reduce sell- 
ing expense and consequently deliver 
merchandise at lower prices to the store, 
and (c) central buying, through which 
many stores may make use of the serv- 
ices of an expert resident buyer. 

Groups of department stores now 
pool their purchases on various lines of 
fairly staple merchandise such as sheets 
and hosiery, placing orders directly with 
manufacturers, thus eliminating manu- 


facturers’ selling costs as well as under- 
taking to do their own wholesaling. In 
purchasing fashion goods, a capable res- 
ident buyer can accomplish real savings, 
particularly for a store located at some 
distance from a market. He performs 
much the same function for the depart- 
ment store as the headquarters buyer 
performs for the store units of a chain. 

On some merchandise lines—such as 
millinery and women’s shoes—individ- 
ual department and specialty stores, 
and even some departmentalized chains, 
have found it difficult to compete prof- 
itably with specialized chains which 
have achieved a high degree of integra- 
tion on these particular lines. A large 
percentage of such lines sold in depart- 
ment stores is now handled by leased 
department operators, who merchandise 
chains of leased departments with the 
same basic technique as that employed 
by the store chains. Some store chains 
also operate leased departments in other 
chain stores and in individual stores. 
Shoe chains, for example, may operate 
shoe departments in men’s clothing, 
women’s apparel, variety, and depart- 
ment store chains, as well as in indi- 
vidual department and specialty stores. 


SUPERMARKETS 


A new type of marketing agency 
which has developed during recent 
years, primarily in the food field, is the 
supermarket. The supermarket repre- 
sents an even greater telescoping of re- 
tail and wholesale functions. In effect 
the retail stock is expanded until it in- 
cludes most of the reserve supply which 
would ordinarily make up the wholesale 
stock. The customer often has to travel 
some distance, perhaps miles, to buy; 
he finds that he is expected to serve 
himself when he arrives at the super- 
market; and he then transports the 
goods to his home. He and his auto- 
mobile thus perform some of the func- 
tions both of wholesaling and of retail- 
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ing. If we assume that the family car 
would be in use anyway, the net reduc- 
tion in marketing costs is real and un- 
mistakable. 

In addition to individual supermar- 
kets, there are supermarkets operated 
by the chains, which are said to accom- 
plish even greater reductions in market- 
ing costs. In a statement at the end of 
1939, John A. Hartford, president of 
the Great Atlantic and Pacific Tea 
Company, said: 


Regular chain store prices average prob- 
ably 8 per cent less than the general retail 
level. But millions of consumers discov- 
ered in 1939 that super-market prices, 
through the further stepping up of chain 
store efficiency, are often as much as an 
additional 8 per cent below even regular 
chain store prices. Today, retail super- 
market distribution costs only 12 to 13 
cents of tke consumer’s dollar.t 


The supermarket necessarily draws 
its customers from a wide area. To 
draw and hold customers in the face 
of possible changes in their interests or 
their income status, and in the face of 
other supermarket competition, some 
supermarkets have begun to add serv- 
ices and to diversify merchandise lines. 
Originally little more than a low-rent 
warehouse, the supermarket is grad- 
ually taking on the character of a food 
department store, with a tendency to- 
ward the addition of non-food lines. 
Whether this will materially add to 
costs and eventually increase super- 
market prices remains to be seen. 


Mar-Orper Houses 


One of the earliest attempts to inte- 
grate marketing and to straighten the 
line between producer and consumer 
was made by the mail-order houses. 
The mail-order company undertook to 

1A3 quoted in Food Field Reporter, Jan. 
8, 1940, 


perform both the wholesale and tke re- 
tail functions, and so far as many cus- 
tomers were concerned, successfully and 
economically did so. When the mail- 
order houses began their operations, it 
was not possible for a sufficiently large 
number of rural and semirural consum- 
ers to visit a wholesale stock, as they 
now do in the case of the supermarket 
with the aid of the automobile; but it 
was possible to ask the consumer to 
order directly from a wholesale stock, 
relying upon a complete catalogue of 
that stock. The consumer purchased 
on the basis of a picture and a descrip- 
tion, just as a retailer might similarly 
order from a wholesaler’s catalogue. Of 
course, the mail-order house had to 
break its stock down in smaller quanti- 
ties than the wholesaler, and it neces- 
sarily issued a much more elakorate 
catalogue. But certairly it could do 
these things for considerably less than 
the combined cost of operating the av- 
erage wholesale house and retail store 
of thirty years ago. 

The mail-order house sometimes 
acted as little more than a trusted agent 
in linking the manufacturer and the 
consumer. Much heavy merchandise— 
such as stoves, furniture, and farm 
equipment—was shippel directly from 
the factory to the consumer. In some 
instances, the manufacturer was the 
mail-order company itself, which thus 
assumed responsibility for every mar- 
keting function from point of produc- 
tion to the consumer’s door. 

In the course of their growth, the 
mail-order companies have largely with- 
drawn from manufacturing activity and 
concentrated upon distribution. In 
many instances they row take all or 
most of the output o? manufacturers 
who, by co-operating closely with them, 
are able to reduce or eliminate market- 
ing costs. Mail-order companies still 
own a few factories, principally in fields 
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where substantially lowered merchan- 
dise costs appear to be impossible with- 
out such ownership. 

Today it is hardly possible to con- 
sider the two largest mail-order com- 
panies (which together account for 3 
per cent of all retail sales in the coun- 
try) apart from the retail chains which 
they have developed in the past fifteen 
years. The development of these 
chzins is, in itself, an interesting com- 
mentary upon the changing habits of 
rural consumers, who, primarily as the 
result of automobiles, good roads, and 
the spread of fashion influence, began 
to visit metropolitan stores where large 
stocks could be examined before pur- 
chasing. In establishing stores, the 
mail-order companies recognized the 
changed habits and desires of their cus- 
tomers, but at the same time endeav- 
ored to hold down costs by establishing 
what might be called non-food super- 
markets—department stores without 
many of the services which metropoli- 
tan department stores had developed. 


MANUFACTURERS’ EFFORTS TO 
INTEGRATE MARKETING 


In the instances which have been 
mentioned, the retail or wholesale dis- 
tributor has taken the initiative in ef- 
forts to integrate the marketing process, 
to reduce the “spread” between pro- 
ducer and consumer. ‘These efforts 
have created one of the most competi- 
tive areas in the economy. Manufac- 
turers controlling their own brands, in 
endeavoring to maintain their competi- 
tive positions, have sometimes tried to 
accomplish their own integration of 
product marketing. Some have gone 
into the chain-store business (not al- 
ways with a high degree of success), 
establishing their own stores and doing 
ther own wholesaling. Others have 
either purchased, or acquired controlling 
interests in, established chains. 

A few manufacturers who have not 


undertaken to do their own retailing 
have taken over wholesaling functions 
by setting up fully stocked branches at 
necessary geographic centers. Such a 
method is hardly possible or economical 
for the small-volume manufacturer, who 
must continue to rely upon jobbers, 
chain-store warehouses, or large stores 
for the .performance of wholesaling 
functions. But some manufacturers 
with large volume in many sections of 
the country have established either their 
own wholesale branches (e.g., large shoe 
manufacturers) or control of a group of 
distributors (electrical manufacturers). 

In nearly all fields, certain manu- 
facturers have attempted to develop 
“dealer co-operation” designed to im- 
prove the individual retailer’s merchan- 
dising through aid in ‘accounting, stock 
control, sales promotion, and so forth. 
(This activity is distinctly different, of 
course, from “dealer helps,” and from 
the type of selling, or over-selling, di- 
rected at the retailer rather than the 
consumer.) Such dealer assistance is 
likely to be more successfully given to 
specialty stores carrying only a few 
manufacturers’ products—such as cloth- 
ing or electrical appliance stores. The 
store carrying a large number of items 
(such as a grocery store) hardly offers 
enough volume to any one manufac- 
turer to justify such assistance. Such 
stores receive this type of aid primarily 
from wholesalers or their own group or- 
ganizations. 

Manufacturers have experimented 
from time to time with “exclusive deal- 
er” plans, whereby their goods are han- 
died exclusively by one dealer in a 
community. Occasionally such plans 
have proved successful, but a good 
many of them have been abandoned for 
various reasons. Often they have not 
represented a substantial integration, 
judged solely from the standpoint of 
total marketing costs. For manufac- 
turers of high-volume units (such as 
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automobiles) the “exclusive dealer” 
plan, or some modification of it such 
as “restricted” dealerships, has been 
more feasible, and has even proved ab- 
solutely necessary. These dealers play 
an increasingly important part in the 
manufacturers’ plans. The merchan- 
dising and marketing plans of an organ- 
ization such as General Mctors are 
based upen an elaborate system of re- 
porting from thousands of G—M dealers 
—covering’ such facts as cars on hand, 
retail deliveries, and unfillec orders. 
Production is based upon a calculation 
of needs in which the dealer’s co-opera- 
tion is essential. 

Consumer co-operatives have not 
been covered in detail in this summary, 
since their aggregate volume in this 
country is not great, and since, so far 
as marketing functions are concerned, 
they closely resemble chain-store distri- 
bution. 


THE TREND TOWARD INTEGRATION 

Retail price competition has provided 
a steady impetus toward the integration 
of the marketing process. The most re- 
cent estimate of the total cost of distri- 
bution, expressed as a percentage of to- 
tal retail prices, is 59 per cent? Much 
of this is an unavoidable expense made 
necessary by the concentration of pro- 
duction, the geographic extent oi the 
country, and the service demands of the 
consumer. But some of it is avoidable, 
and it is at least large enough to provide 
a competitive opportunity for retzilers, 
wholesalers, or manufacturers who, in- 
dividually or co-operatively, have devel- 
oped methods for the telescoping of 
marketing activity and the elimination 
of unnecessary costs. 

The trend toward integration has 
been so strong, particularly since the 
growth of chain-store distribution, that 

2 Paul W. Stewart and J. Freceric Dew- 


hurst, Does Distribution Cost Too Much? 
New York: Twentieth Century Fund, 1939. 


the partial or total elimination of the 
old-style individual wholesaler has 
seemed inevitable. This kas been in- 
evitable in certain fields. But in others, 
where he performs his function more 
economically than eithe> the manuiac- 
turer and/or the retailer can perform it, 
the wholesaler is still a vital factor. In 
such cases he represents the greatest in- 
tegration which can at present be ex- 
pected. 

There are certain obstacles to the full 
integration of marketing some of which 
may be temporary and some of which 
are more or less permanent. One of 
these—and perhaps ultimately the most 
important—is the desire of the con- 
sumer for certain services, for which he 
is perfectly willing to pay, if and when 
income permits. This was well illus- 
trated in the case of the mail-order com- 
panies which has been noticed. The 
companies felt it necessary to establish 
stores despite the fact taat distribution 
through these stores could hardly fail 
to be more expensive, for some time at 
least, than through their mail-order 
plants. 

A iurther example: Despite the fact 
that food prices in supermarkets are 
lower, many customers will prefer to 
shop nearer home in a convenient chain 
store, or to shop by telephone and have 
their orders delivered by an individual 
service grocer. In other words, they do 
not wish to spend time and energy in 
performing certain wholesaling and re- 
tailing functions for themselves, and 
they are willing to pay others to co so. 

Again, there are now in existence in 
every large city a good many “exclu- 
sive” stores which consumers generally 
recognize as high-cost stores where 
prices are likely to be higher than for 
comparable merchandise elsewhere. Yet 
the public patronizes these stores in suf- 
ficient volume to keep them in opera- 
tion, sometimes very profitably so. 
Such stores have purely social func- 


INTEGRATED MARKETING INSTITUTIONS 61 


tions in addition to their economic func- 
tions. The exclusive shop, the depart- 
mert store, and even the corner drug 
store are social as well as economic 
institutions. ` 

The social aspects of retailing are 
evident in the constant tendency toward 
improvements in selling environment 
and extension of customer service. The 
basic economic aspect reasserts itself 
when competitors begin to appear in 
pine-board stores or abandoned ware- 
houses, but with lower prices. 

Cn the whole, it may be said that the 
consumer himself places the ultimate 


limit on the extent to which marketing 
can be fully integrated from point of 
production to point of use. For a good 
many customers, probably the great 
majority, that limit has not yet been 
reached. 

From the viewpoint of total purchas- 
ing power and of individual income, the 
continued integration of marketing ef- 
fort seems highly desirable. Lower 
merchandise prices in any field, are, of 
course, a direct contribution to the real 
income of the consumer, making it pos- 
sible for him to buy more of other goods 
and services with a given dollar income. 
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The Advertising and Selling Process 
By Harry R. Tospar 


ELLING and advertising in the 

modern economy have in recent 
years often been examined without 
much clarification. Much barren argu- 
ment has taken place between critics 
and advocates of American business be- 
cause of the failure to define objectives 
and agree upon premises. Critics often 
in attacking business are not attacking 
business as such, but are attacking pri- 
vate property or the competitive econ- 
omy or the capitalistic system. Obvi- 
ously, if one’s economic philosophy 
includes allotment by governmental au- 
thority to consumers upon bases to be 
determined by that authority, certain 
business processes, among them adver- 
tising and selling, appear unnecessary 
and even undesirable. 

In any brief essay, therefore, one can- 
not argue the validity of the various 
philosophic systems underlying commu- 
nism, socialism, fascism, or private cap- 
italism; nor is it feasible on a compara- 
tive basis to examine operating exam- 
ples of each system. ‘This discussion 
therefore will be based upon the as- 
sumption that public welfare is best 
served by a system of private capitalism 
in which the effort is made to secure the 
benefits of private initiative and pri- 
vate enterprise without accepting the 
necessity for condoning abuses. The 
acceptance of social controls to limit 
abuses is implied as long as the social 
cost of these controls in terms of public 
welfare does not outweigh the social 
cost of the abuses toward which the 
controls are directed. The broader ar- 
gument on philosophic and economic 
systems must be left to others. Suffice 
it to say that the burden of proof rests 
upon the advocates of systems which 
have not demonstrated their capacity to 
serve public welfare more satisfactorily 


62 


than private capitalism. Furthermore, 
the limitations of human nature must 
be taken into account. No philosophy 
is acceptable which involves a change 
in the fundamentals of human nature 
and human behavior not warranted by 
historical experience during the period 
of recorded history. 


NATURE OF THE ADVERTISING AND 
SELLING Process 
To place advertising and selling in 
the modern world, one needs to view 
them as processes having broad eco- 


nomic and psychological aspects as well 


“ds the narrower business Implications. 
They are psychological because they in- 
volve the human mind and its working 
in valuation processes and in the requi- 


site meetings of the minds of tuyers 
d sellers. In short, selling processes 
have to do with human actions and hu- 


man behavior. 


nomic point of view, the purpose o 
the selling processes for which adver- 


From the broad ¢co-, 


tising and personal salesmanship are 
used is the effectuation of transfers of 


oods, money, and services. From the 
psycholo cal point of view, the pur- 
pose of the Sin processes is tke de- 
velopment in the buyer of consent _to 
purchase, and of favorable attitudes to- 


ward vard the seller so that. subsequent repe- 
titions of the process may require Tess 


effort. To the business enterprise, thed 


selling process has as its objective the 
transfer of ownership of goods to buy- 


ers at prices which will yield a profit 
and warrant continuance of the bugj- 
ness enterprise in its activity of serving 
the wants and needs of the publid 
Since advertising and selling irvolve 
private business, human nature, and 
public welfare, it is evident tha: any 
attempt to analyze the selling process 
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must take cognizance of these differing 
ais of Vee cad ee attempt to 
determine relationships between such 
analyses, The economist’s interest in 
economic analysis of the selling process 
is that of public welfare. The student 
of business science in his analysis hopes 
to determine the position of selling in 
the performance of marketing functions. 
Business executives are interested in the 
analysis of advertising and selling proc- 
esses with a view to determine what 
acts must be performed to effect neces- 
sary sales, and the ways and means of 
performing these acts. The legal mind 
is interested in the analysis of selling 
processes and sales transactions in order 
to determine a basis for justice in the 
establishment of rules and relationships 
and in the adjudication of differences 
between sellers and buyers. The social 
scientist is interested not only in the 
position of selling in the economic proc- 
ess but also in the appraisal of social 
benefits and social detriment flowing 
from particular ways of performing sell- 
ing functions. 


ELEMENTS OF THE SELLING PROCESS 


Large-scale selling effort is necessary 
for the smooth working of the modern 
economic and industrial system, and is 
itself a part of the functioning of that 


system. ithout selling, mass produc- 
tion in advance of sa e 


place.. Manufacturing would be se- 
verely limited in its development; fac- 
torv production except upon a local and 
very small scale could not exist. As a 
consequence, many of the wants of the 
modern family could not be satisfied, 
because of the enormous amount of 
energy which would be required to sat- 
isfy them without large-scale produc- 
tion. 

It is obvious that in m i - 

jal soci few persons are_self-suffi- 
cient, Few persons can satisfy all their 
wants by their own unaided effort. The 


consumer must enter the market to sat- 
isfy his needs. The manufacturer, on 
the other hand, must sell the products 
which are the result of his large-scale 
operations if he is to continue produc- 
tion. His enterprise cannot Icng exist 
without disposing of its output. But 
the personal contact of buyer and seller 
which once was sufficient to equalize 
production and consumption has in re- 
cent times no longer been possible. 
The manufacturer produces for consum- 
ers no one of whom he may know per- 
sonally or ever meet. The buyer pur- 
chases directly or indirectly from a 
producer with whom he may never be- 
come acquainted. 

In the advertising and selling proc- 
esses it becomes necessary for selling 
organizations to perform a number of 
tasks. These are not definite, are not 
taken up in the same order in each case, 
and may be stressed or minimized de- 
pending upon conditions. However, it 
is useful at this point to focus attention 
somewhat more sharply upon the ele- 
ments of the process and to compare 
them with elements in the buying proc- 
ess. After the decisions have been 
made concerning types of goods and 
prices to be charged, the seller must: 

1. Secure information about classes 
or groups of users and buyers and about 
individual buyers within classes, par- 
ticularly where contacts are to be made 
ultimately with individual prospective 
buyers; 

2. Plan selling actions to buyers in 
general and by classes as well as to par- 
ticular buyers; 

3. Solicit buyers, whether by per- 
sonal selling, by advertising, by mail, 
or by other means. This solicitation 
may be informational or persuasive in 
character, and use rational or emotional 
appeals, or combinations of these; 

4. Secure the attention of the pros- 
pective buyer, make him an offer, and 
make the sale; 
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5. And finally, after goods are deliv- 
ered and paid jor, perform certain du- 
ties and services which will increase 
satisfaction of the buyer and enhance 
his willingness to make future pur- 
chases from the same vendor. 


PSYCHOLOGICAL ANALYSIS OF THE 
SELLING Process 


The selling process designed to ac- 
complish an economic purpose rests in 
its essentials upon a series of psycho- 
logical reactions, because the objective 
of advertising and selling can be ob- 
tained only after there has been an 
agreement, a meeting of the minds of 
buyer and seller. The advertising and 
selling problem of the enterprise is in 
particular to induce the buyers to ac- 
cept the valuation which has been 
placed upon the product or service of- 
fered by the seller, or at least to accept 
a valuation which is in excess of the 
sacrifice to the buyer involved in the 
price and in excess of the values placed 
upon competitive goods and services. 
Furthermore, the advertising and sell- 
ing process must endeavor to translate 
valuations into desire which leads to 
purchase action. The process includes 
efforts to persuade the prospective buy- 
ers that of all the wants which at that 
time remain unsatisfied, the cne which 
the enterprise is desirous of filling 
should in reality be filled by purchase. 
Lastly, it is the task of advertising and 
personal selling to convince the pros- 
pective buyer that those gocds which 


the seller offers will most satisfactorily’ 


meet these needs. 

It has been pointed out that there is 
danger of laying too much stress upon 
the relative subjective valuations of 
commodities. Two qualifications may 
be mentioned: First, each transaction 
may involve much more than the com- 
modities or services which constitute 
the subject of the transaction. Per- 
sonal relations, personal preferences and 


prejudices, which would be disregarded 
if one were moved only by rational mo- 
tives, play in actual practice a large 
part in influencing decisions. Second, it 
must be remembered that the buver is 
frequently unable or unwilling to make 
his subjective valuation an accurate 
one. 

The psychology of the selling process 
is broadly the psychology of human na- 
ture and human behavior as expressed 
in the limited relationships of buyer and 
seller. The selling process has most 
commonly been presented by writers 
on salesmanship and by some psycholo- 
gists in terms of a series of mental states 
—for instance, attenticn, interest, de- 
sire, conviction. This focusing of the 
analysis implies that the selling process 
is one in which the seller seeks to induce 
in buyers a succession of mental states 
ending with action or satisfaction from 
action. More understandable and more 
consistent with economic analyses are 
the analyses of those who view the sell- 
ing process as a situation-response proc- 
ess. Closely allied to tae psychological 
analysis which views the process as in- 
tensification of desire to the point where 
desire is followed by purchase response 
is the analysis which adapts this point 
of view to the tasks which the seller 
must perform, namely: (1) determin- 
ing the wants and needs of the buyer; 
(2) determining the relationship of the 
goods, tangible or intangible, to the 
buyer’s wants; and (3) demonstrating 
to the buyer how his needs and wants 
may be met by accepting the sales 
proposition of the seller. 


3 
ECONOMIC DEVELOPMENT OF ADVER- 
TISING AND SELLING 


The growth of large-scale specialized 
production units and the growing lack 
of self-sufficiency of consuming units 
have necessarily been accompanied by 
increase in the effort required to bring 
consumers and producers together. Sat- 
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isfaction of consumer needs and wants 
by specialized producers requires ex- 
change, whether that exchange be ef- 
fected by the volition of buyers and 
sellers in a competitive economy or by 
allotment processes in a controlled econ- 
omy. In the competitive economy with 
which we are concerned, it becomes ob- 
vious that either the buyer must come 
to the seller or the seller must go to the 
buyer or they must share, in equal or 
unequal portions, the burden of coming 
together in a market. Otherwise the 
seller cannot sell that which he must sell 
if he is to secure a return for his labor 
and management and for the outlays 
which he has made for the labor and 
material furnished by others; nor will 
the consumer be satisfied. 

In the United States the initiative in 
exchange is shared in unequal portions 
by Suyer and seller. Largely, the ini- 
tiative is taken by the seller, for rea- 
sons which will presently be developed. 
Historically, both seller and buyer have 
taken the initiative at various times. 
In medieval and early modern times it 
would appear that the seller and the 
trader took the initiative in bringing im- 
ported products to the various fairs and 
markets. For products made within a 
nation’s borders, particularly products 
of the craftsmen’s guilds, there were 
definite limitations to the extent to 
which the craftsmen might go in carry- 
ing on selling activities in various locali- 
ties. Guild rules, as late as the eight- 
eenth century, to a considerable extent 
compelled the buyer to take the initia- 
tive. The growth of the domestic or 
“putting-out” system by which selling 
came into the hands of merchants and 
more enterprising craftsmen indicates 
the beginning of a period in which the 
seller more largely took the initiative. 
However, ordinarily a producer under 
the putting-out system took no initia- 
tive, having shifted the burden of sell- 
ing to the trader or trader craftsman. 


It has been argued that it was the re- 
luctance of the producer to take the 
initiative in selling that caused the rise 
of the domestic system of production. 

With the increase in the quantity of 
production which resulted from the in- 
troduction of machinery and power dur- 
ing the industrial revolution, the prob- 
lem with which manufacturers were 
confronted in disposing of their prod- 
ucts became one of major consequence. 
The selling task of converting potential 
markets into active buying markets 
was, in certain industries, shifted to 
selling agents, selling houses. This did 
not mean that buyers took the initia- 
tive, but rather that producers, feeling 
themselves unwilling or incompetent to 
take the initiative, shifted the necessary 
selling function to agent traders who 
themselves undertook to bring the prod- 
ucts to the attention of buyers, whether 
middlemen or consumers. 

Since the industrial revolution the 
seller in the United States has, by and 
large, taken the initiative in effecting 
exchange transactions, although there 
are many circumstances where the ini- 
tiative is not taken solely or even pri- 
marily by sellers. The seller with large 
quantities of goods on hand as a result 
of efficient means of production, or with 
large capacity to produce things, is com- 
pelled by his own interest to seek out 
those members of the buying public 
who wish to buy such goods. The self- 
interest of a manufacturer in endeavor- 
ing to sell the production of which he is 
capable is considerably stronger than 
the interest of the buyer who may in 
many cases find it possible to secure 
such products from a variety of sources 
and who may at times find substitutes 
for particular products. To the manu- 
facturer of a specialized product there 
is no alternative other than sele at a 
price—preferably at a price which cov- 
ers his costs and yields a profit. Con- 
tinued failure to sell at such a price or- 
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dinarily leads to disaster. Contrariwise, 
failure to buy from one source is not 
usually disastrous for the buyer. 

The growth of expert buying organ- 
izations in large-scale manufacturing 
and distributive enterprises and in in- 
stitutional consumers has been marked 
by growth in initiative among such buy- 
ers. Nevertheless, the student cannot 
fail to be impressed by the fact that the 
buying process in distributive organiza- 
tions handling consumer goods is still 
largely a process of selection among the 
offerings of sellers who have taken the 
initiative of bringing their wares to the 
attention of these buyers. Likewise, in 
industrial purchasing one gains the im- 
pression that, except among a small mi- 
nority of competent and well-supported 
purchasing departments, the principal 
role of the buyers is selection among the 
offerings brought to the buyer by the 
initiative of sellers. The principal work 
of most purchasing agents is to make 
selections using all the aids which the 
seller furnishes in the way of salesmen, 
service men, correspondence, catalogues, 
and other sales literature in an effort to 
go beyond the offerings made by per- 
sonal solicitation. Passive sellers may 
occasionally be sought out, but it is the 
exception rather than the rule that a 
seller may rely solely upon the initiative 
of buyers. 


Economic OBJECTIVES OF ADVERTISING 
AND SELLING EFFORT 


Economically, the objectives of pres- 
ent-day advertising and selling effort 
are three in number: 

1. The major objective discussed 
above is that of bringing products to 
consumers or consumers to products di- 
rectly or through intermediaries. This 
objective arises out of the dispersion of 
users and producers and the previously 
noted assumption of responsibility by 
sellers for a major portion of initiative 
in bringing about such contacts. The 


theory of mutual satisfaction, of in- 
crease of economic utilities through ex- 
change, need not be repeated here. 

2. Advertising and selling effort in so 
far as they influence demand may cre- 
ate uniformities of desires so that mass 
production of specialized articles may 
be disposed of. It must be recognized 
that the creation of sufficient similarity 
of desires so that consumers generally 
may not be compelled to sacrifice the 
economy of large-scale production to 
the whims of individuals is a justifica- 
tion of selling effort against which is to 
be placed the alleged social cost arising 
from loss of individuality in products. 
In view of the insufficiency of available 
knowledge as to consumer wants and 
desires, it is indeed prcbable that uni- 
formities will be created at times for 
products which do not represent the 
best solutions to the consumer desires. 
Nevertheless, since competitors, by of- 
fering more satisfactory products and 
using similar methods to create uni- 
formities, will tend to attract purchas- 
ers, society has some check upon the 
abuse of advertising and selling effort. 

It is, of course, common knowledge 
that compromise and shifts will be re- 
sorted to by purchasers in the adjust- 
ment of purchase to income limitations. 
But consumers also have to make com- 
promises because of the inaccessibility 
or unavailability of commodities which 
would completely satisfy desires. These 
in turn may be due either to the state 
of the arts of production, to mistakes 
of manufacturers or middlemen, or to 
ignorance of consumers as to their own 
wants. Consumers’ compromises fur- 
nish both an opportunity to use selling 
effort to create uniformities and a check 
upon abuse of that effort. 

3. Although it is expected that the 
consummation of transactions will, in 
the absence of fault or ignorance, not 
take place without an increase in satis- 
factions for both parties, advertising 
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and selling effort in many situations is 
directed also toward expanding satis- 
factions received from products beyond 
the point which would be required to 
effect transactions. This objective 
might be called in Marshallean termi- 
nology the expansion of consumer sur- 
plus. 

In the assumption of a competitive 
regime, it is implied that the economic 
objectives are pursued with a view to- 
ward profitable operation of the private 
enterprise. The business man produces 
for demand by the satisfaction of which 
he expects to profit. He endeavors to 
create uniformities of demand because, 
unless sufficient uniformities exist or are 
created, his product cannot be sold at 
a profitable price. He endeavors to in- 
crease buyer valuations of his products 
in order to increase either amount or 
stability of profit. 


SELLER VERSUS BUYER INITIATIVE 


The factual statement that in the 
United States the largest share in ini- 
tiating the transfer of manufactured 
and semimanufactured goods is taken 
by the sellers requires no defense. But 
the question as to whether public in- 
terest would be better served by placing 
the burden of initiative upon buyers im- 
mediately precipitates the questioner 
into the controversial ring. Would the 
gradual replacement of seller initiative 
by buyer initiative more fully contrib- 
ute to public well-being? The selling 
enterprise consists of several hundred 
thcusand manufacturing concerns and 
several million trade and service enter- 
prises. The buying group consists of 
all these plus many more millions of 
ultimate consumers purchasing as indi- 
viduals or families and likewise as gov- 
errmental bodies, institutions, or other 
groupings. Granting the necessity of 
bringing consumer and producer to- 
gether, we are confronted, therefore, 
with the problem of determining the 


relative costs of the alternatives: (1) 
sellers taking full initiative, going to 
buyers at their homes or places of busi- 
ness for solicitation and delivery; (2) 
buyers assuming full initiative; (3) the 
burden of making connections shared, 
either as in the present system where 
sellers predominantly take the initia- 
tive, or in a proposed system in which 
buyers predominate. 

Brief examination of buying proc- 
esses under conditions of predominant 
buyer initiative may be brougkt out of 
the realm of pure speculation by ob- 
serving the practices of most expert and 
aggressive buyers of large businesses, 
such as chain stores and manufacturing 
enterprises. The elements of zhe buy- 
ing process parallel the elements of the 
selling process mentioned above. It 
does no violence to facts to suggest a 
similar list. After determination of 
general types of goods needed and pur- 
chase price limitations, the buyer must: 

1. Secure information about sellers 
and suppliers in general, as well as 
about individual prospective sources 
from which satisfactory purchases may 
be made; 

2. Plan purchases by classes of 
goods, by sources, and perhaps from 
particular sellers; 

3. Establish contact by mail or per- 
son or otherwise with sources of sup- 
ply; 

4. Secure attention of the source or 
supplier and negotiate the purchase; 

5. After the order has been filled and 
received and paid for, handle relation- 
ships with suppliers in such a way as to 
become a satisfactory and desirable 
customer from the standpoint of the 
seller. 

Obviously, the completeness with 
which the list of functions is performed 
by particular buyers will depend upon 
the importance of the buying function 
and the competence with which that 
function is discharged in the particular 
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situation. In the well-managed pur- 
chasing department of an institution or 
industrial enterprise, or in the buying 
departments of retail stores, all these 
steps may be represented. For the ulti- 
mate consumer, the performance of 
even a partial process of purchasing 
from retail stores is frequently faultily 
and carelessly done. 

If generally similar functions need to 
be performed whether the processes are 
initiated and carried through by buyers 
or by sellers, the problem of determin- 
ing social advantage of alternatives is 
simplified. Little attention, however, 
needs to be devoted to the first two al- 
ternatives of complete assumption of 
responsibility by either buyers or sell- 
ers. Under no conceivable efficient ar- 
rangement of work would it be possible 
to have either buyers or sellers take the 
initiative exclusively without denying 
the premise upon which this paper is 
based, namely, that of free private en- 
terprise. 

The problem involved is therefore the 
extent to which the public welfare is 
served by having initiative taken pri- 
marily by the seller as compared to 
initiative taken primarily by the buyer. 
Were buyers to assume the responsibil- 
ity, it is clear at once that at present 
there are more buying persons or or- 
ganizations to make the contacts, and 
that many of these will be duplicating 
on a small or large scale the work of 
others situated in the same areas. In 
the absence of extensive additional or- 
ganization of consumers, with the pos- 
sible accompaniment of restricted con- 
sumer freedom, the minimum amount 
of contact work for predominant buyer 
initiative would be greater—more hu- 
man energy and time would be re- 
quired. Practically, the organization of 
ultimate consumers for buying has not 
proceeded very far in the United States 
up to the present. Such organizations 
as have been formed have as their ma- 


jor objective largely the more economi- 
cal provision of goods, the original in- 
troduction and present distribution of 
which are consequences of seller initia- 
tive. The introduction of newer and 
better products appears generally to 
have been the result of the system of 
seller initiative with intense seller in- 
terest in the successful sale of the indi- 
vidual product as a prerequisite. 

It is only upon a limited scale and 
for the most part for limited ranges of 
products that ultimate consumers have 
ever been able to organize to do their 
buying through co-operative groups. 
The picture is not yet clear, but it is 
probable that, taking all things into 
account, co-operative groups cannot 
perform all the functions performed by 
private enterprise more economically. 
Such data as are available represent op- 
eration under relatively favorable cir- 
cumstances for co-operation. 

As constructive evidence of benefits 
of present market practices in which 
sellers initiate transactions, it is cus- 
tomary to point toward the unprece- 
dented rise in economiz welfare, the 
amazing increases in production and in- 
dustry, and the improvements in trans- 
portation and communication, in the 
short period since aggressive selling 
processes have developed and advertis- 
ing has flourished. From another point 
of view, the performance of co-opera- 
tive buying organizations and the very 
limited evidence as to the results of 
buyer-directed performance of market- 
ing functions give little svidence to re- 
fute the conclusions drawn from the 
industrial development of the century 
of growing initiative on the part of sell- 
ers. 

It seems highly probable that the 
present division of necessary functions 
between sellers and buyers will undergo 
modification in the interest of lowering 
costs. It is certain that special abuses 
of selling and of buying processes will 
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gradually be defined and controlled or 
prohibited in one way or another. The 
growth of large-scale enterprise in pro- 
duction and distribution is being fol- 
lowed by large-scale competent buying, 
greater buying initiative, and the de- 
velopment thereby of certain effective 
buying checks upon abuses of seller ini- 
tiative. 


THE SELLING PROCESS AND THE SALES 
PROGRAM 


The advertising and selling process 
presents to business executives the prob- 
lem of choosing the means which are to 
be used in effecting exchanges and of 
seeing that methods adopted are satis- 
factorily carried out. Theoretically, it 
may be said that every selling execu- 
tive is working toward a selling program 
embodying an ideal proportion of per- 
sonal salesmanship, advertising, and 
other available means+ of performing 
selling functions so that he can effect 
distribution at minimum cost and maxi- 
mum long-run profit for the seller. 
That such an optimum proportion exists 
is only conjectural, but there is much 
evidence to support the point of view 
thet in given situations some propor- 
tions are better than others. There are 
many instances of accomplishment of 
increased effectiveness or decreased 
costs brought about by some variation 
in the application of the chief selling 
methods or by some application of one 
or more minor selling means. Some- 
thing analogous to the law of dimin- 
isking returns seems to operate. 

The principal basis for the building 
of selling programs is the experience of 


= The important methods of effecting sales 
mey be classified briefly as (1) personal solici- 
tation, (2) advertising in its manifold forms, 
(3) correspondence which at times approaches 
direct mail advertising, (4) samples, often 
used in conjunction with personal solicita- 
ticn, (5) bulk or sample display, fairs, and 
exhibitions, (6) auctions, (7) competitive 
bids, and (8) reciprocity. 


the business and of executives person- 
ally. However, personal experience 
may be lacking, limited, and mislead- 
ing. Consequently the practice of the 
trade or the custom or practice of indi- 
vidual competitors often influences pro- 
grams of selling and advertising even 
though in many cases detailed Injorma- 
tion as to the resultfulness of such prac- 
tices is unknown. 

It is only within relatively recent 
years that experimentation, research, 
and analysis have been used on the ex- 
tensive scale to reduce the risk of mak- 
ing decisions with regard ta selling 
programs. Relative to the extent of 
ignorance and to the number, impor- 
tance, and intricacy of problems in- 
volved, the number of firms which have 
studied or are competent to study prob- 
lems of determining selling programs is 
small. Neither business nor science has 
developed the adequate factual back- 
ground for making such decisions, and 


„even very large firms find it impossible 


to carry on economically the amount of 
research necessary to reduce markedly 
the margin of error in the prediction of 
human behavior with reference to the 
results of selling processes. Under these 
conditions it is not strange that mis- 
takes will often be made and that sell- 
ing effort may not be so efficient as the- 
oretically it should be and will be when 
more facts are available upon which to 
base decisions. 

Ignorance would appear therefore to 
be a most important cause of waste in 
the execution of selling Junctions, 
whether those functions are to be per- 
formed by advertising or by personal 
solicitation or by any one of the other 
methods. But no impartial student can 
deny that, in addition to ignorance, 
such knowledge as we have may be di- 
rected toward ends which are not con- 
sistent with public welfare. It is these 
abuses that are so rarely seen in proper 


perspective either by the critics of ad- 
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vertising and selling methods or by 
business proponents. Nevertheless, ef- 
fective remedy should be predicated pri- 
marily upon the removal of ignorance 
and the education of producers and con- 
sumers—not upon the multiplication of 
controls which stifle initiative in a field 
in which creative ability is so much 
needed. 


CoNCLUSION 


Economic exchanges must be effected 
in a society predicated upon the price 
system if that system is to operate in 
the distribution of goods, services, and 
incomes; but whether these exchanges 
are to be effected by the seller or by 
the buyer or whether the mutually ben- 
eficial transfers of goods or services are 
to be brought about by the efforts of 
both buyers and sellers, are questions 
which as discussed involve many of the 
criticisms of advertising and selling. 
Both the buyer who searches for sources 
of supply and makes his purchases and 
the seller who searches for buyers and 
tries to persuade them to purchase are 
engaged in economically productive ac- 
tivity, although one may question the 
efficiency with which this productive 
work is performed in any specific case. 
But it appears logical that the manu- 
facturer who can produce a specialized 
product for a hundred thousand con- 
sumers can organize his search for and 
solicitation of those prospective buyers 
at a smaller unit cost than the hundred 
thousand customers would pay to get a 
similar amount of such goods if they 
had to search out and make purchases 
upon any bases so far initiated by buy- 
ers. 


Advertising and selling effort, in addi- 
tion to effecting the exchange, or per- 
haps as a basis for effecting the ex- 
change, creates economic value which is 
represented in price by maintaining or 
increasing subjective valuation against 
competition. But question may be 
raised as to the social desirability of 
the values so created. To answer it 
requires restatement of basic philoso- 
phies and appraisal of human values. 
Furthermore, by facilitating the devel- 
opment and the stabilization of eco- 
nomical production, selling effort con- 
tributes to public welZare. Because 
those actively engaged in sales work are 
not fully conscious of the importance of 
the work which they can and do per- 
form, the basic significance is often 
underestimated. “Sales mean jobs” is 
more than a superficial slogan. While 
as a whole advertising and selling effort 
tend to bring lower price and greater 
production, wisely directed effort will 
contribute also to regularity of employ- 
ment and higher living standards. 

There can be no doubt that inefficient 
selling is responsible for much economic 
waste. That serious abuses have ex- 
isted in the performance of selling func- 
tions admits of no contradiction. But 
that the socially desirable solution is 
elimination of the advertising and sell- 
ing process, or restriction to a point in- 
consistent with securing to society the 
benefits of sellers’ initiative, does not 
follow. The improvement of methods 
which have so amply demonstrated con- 
structive possibilities is reasonably to 
be preferred to experiments which rele- 
gate to the junk heap the experience of 
a century. 
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The Function of Management in Marketing 
By Donatp R. G. Cowan 


N MODERN marketing activities 
people perform various functions 

such as demand creation, assembly, 
transportation, storage, grading and 
standardization, financing, risk bearing, 
and the dissemination of market infor- 
mation. Among these, the function of 
management has not been adequately 
recognized, possibly because of the de- 
sire to distinguish functions peculiar to 
the field of marketing. In modern eco- 
nomic literature, management occupies 
an important position as an agent of 
production, and its influence upon the 
otker productive elements has, in gen- 
eral, been described. Yet, the other 
functions of marketing would be mecha- 
nistic and lacking in cohesion without 
the over-all and through-all influence of 
management as a motivating force at 
every step in distribution. 

This point becomes clearer if we 
consider the function of risk bearing. 
Business risks today are especially as- 
sociated with marketing activities. In 
production, plant operating efficiency is 
measured by industrial engineers, labor 
standards are established, wage agree- 
ments are made for extended periods, 
and rentals are fixed for many years at 
a time. It would be wrong to contend 
that there are no risks in production, 
but it is true, nevertheless, that many 
of them are commensurable, while 
others, such as those related to volume 
af output, are dependent on marketing 
conditions. Manufacturers no longer 
wait for the public to place individual 
orders for made-to-measure suits, shoes, 
and other goods. Instead, they turn 
out great quantities of goods in antici- 
pation of mass demands, In the inter- 
val before consumption, tremendous 
risks, including possible changes in 
amounts needed, styles, and prices, are 
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borne by owners at different stages in 
the marketing channels between pro- 
ducers and consumers. Whether these 
risks are carried by merchants in the 
ordinary course of trade or are shifted 
to specialists and speculators by hedg- 
ing and other transactions, depends on 
the decisions of different managements. 
Indeed, all economic activities would be 
governed by pure chance or by immuta- 
ble mechanical tendencies if it were not 
for management’s influence. 

In a very real sense, the management 
of one firm contributes to the risks of 
competitors in innumerable ways, such 
as by marketing new or improved prod- 
ucts, launching advertising and promo- 
tional campaigns, changing prices, or 
withdrawing selling effort. On the 
other hand, the earnings of each firm 
depend much upon the ability of its 
management to offset or displace the 
elements of pure chance in all its ac- 
tivities, to the end that the net returns 
of the enterprise may be as large and as 
certain as possible. While management 
itself varies in its ability and has its 
own extremes and norms as manifested 
by leaders, followers, and typical firms 
in each industry, certain positive con- 
tributions, performed with more or less 
ability, are made by it in each situation. 
What are these contributions in the 
field of marketing? 


Exercise oF CHotcz 


The exercise of choice is the first 
contribution of the management func- 
tion to marketing. The making of 
choices includes the power to decide, 
but is somewhat broader in scope. De- 
cision usually implies action, whereas 
choice may be to act in a preferred 
manner, to delay action, or not to act 
at all. Closely akin to the power of 
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choice is the prerogative of sovereignty, 
in all political, social, economic, reli- 
gious, and other human institutions. 

Management makes choices in every 
marketing situation. Some of them are 
of a long-run, fundamental nature, while 
others pertain to the daily operations of 
a pulsating organization. A man with 
some capital chooses to enter the whole- 
sale trade, to specialize in automobile 
accessories, to handle only certain 
items, to locate in Chicago, to have ten 
salesmen, to cover limited classes of re- 
tail dealers, to adhere to certain pricing 
policies, to offer a special discount or 
delivery service in order to obtain an 
order from customer Brown, and to 
send salesman Jones to interview Brown 
next Tuesday. The original choices 
subsequently limit the scope of those 
made daily; but the latter, if unwisely 
made, may force reconsideration of the 
preceding decisions. For instance, 
shortsighted pricing or advertising poli- 
cies, or the choice to have no policies 
whatsoever, may eventually cause a de- 
cision to discontinue the business, or 
to shift effort to a new group of prod- 
ucts, different markets, and new meth- 
ods of operation. In a very real sense, 
therefore, original choices are subject to 
daily redecisions. 


Delegation of choice 

Like sovereignty in a state or nation, 
the prerogative of choice is divided in 
a large marketing organization, and 
delegated to many individuals who, by 
ability and „proximity to a situation, 
are most able to make intelligent de- 
cisions, Indeed, one of the marks of 
a capable sales manager is his ability to 
relegate the handling of daily opera- 
tions to properly trained assistants, and 
to concentrate his own attention on 
long-range policies and plans, upon 
which the general methods of handling 
the daily details depend. Even the 
salesman, working alone on a route, 


may have much latitude in “managing” 
his time, activities, and selling methods 
within the scope of a general plan, and 
may continue to do so as long as his 
results are satisfactory. On the other 
hand, the laborer or helper in the whole- 
sale warehouse may have very little 
choice, other than to exchange his ef- 
fort for the best wages offered. 

The exercise of choice may rest in 
numerous committees rather than with 
individuals. They may range from the 
frequent meetings of those directing 
current selling tactics to the less fre- 
quent meetings of the board of direc- 
tors, at which very broad marketing 
and other policies may be decided. Not 
infrequently the actual choice is made 
by a dominant member of a committee, 
other members remaining passive. 
` The other functions of marketing are 
continually subject to management’s 
choice. In demand creation, both ad- 
vertising and selling efforts are used in 
different amounts and with varying de- 
grees of effectiveness, depending on the 
appeals used and marketing conditions. 
In assembly, the variety, the quantity, 
and the quality of numerous products 
must be chosen to satisfy the require- 
ments of different regional markets. In 
transportation, trucks may be used in- 
stead of railways for short distances. 
Storage may take place in either mer- 
chandise or custodian warehouses. 
Standardization requires the choice of 
product-characteristics suited, at vari- 
ous price levels, to the requirements of 
high and low income groups. Financing 
involves the selection of sources of 
working capital for carrying goods in 
storage and on shelves. Market news is 
available from many sources, both pub- 
lic and private, and it must be selected 
for its authenticity. 

Managers of marketing operations do 
not formally distinguish ketween these 
functions, as marketing teachers do. 
Nevertheless, they are continually mak- 
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ing choices between products to be sold, 
channels through which to distribute, 
expenditures for different kinds of ef- 
fort. prices at which different volumes 
may be sold, salesmen and sales su- 
pervisors possessing different personal 
traits suited to the requirements of 
various markets, and advertising of 
many kinds and appeals. In practice, 
how are these choices made? 


Basis of choice 


Experience is the basis upon which 
many choices are made. Each action is 
undertaken according to whether those 
preceding have succeeded or failed. Al- 
though unaided experience is capable of 
making many right decisions, its limita- 
tions are fairly obvious. The working 
span of a man’s life is short compared 
with the life of a well-established mar- 
keting organization. The difficulty of 
acquiring an intimate knowledge of re- 
gicnal conditions is great. The human 
mind tends to exaggerate the impor- 
tance of single extreme events, espe- 
cially those which are most recent or 
inadequately qualified by similar but 
less extreme happenings. Moreover, 
superficialities may obscure more fun- 
damental tendencies from view. The 
size of organizations, the mass markets 
for their products, and the intricate 
mechanism of modern marketing make 
it necessary for management to fortify 
its experience with the use of analytical 
methods. 

These methcds, when properly used, 
avoid the exaggerating effect of extreme 
events upon judgment, by showing the 
tendencies among a number of similar 
cases and the degree of variation in 
them. Furthermore, they show which 
are the major and which the minor in- 
fluences, and quite frequently dispel as- 
sumption based on circumscribed ex- 
perience. 

The methods of choosing what char- 
acteristics to incorporate in products in 


order to satisfy demand, provide a good 
example. Until very recent years, man- 
agers, especially those in factory pro- 
duction, decided this important ques- 
tion on the basis of their own personal 
preferences and observation cf what 
seemed to sell easily. 


Determining consumer preference 


It is still the common practice in 
many companies for a committee or 
panel of executives to inspect their own 
products from time to time aad com- 
pare them with those of competitors. 
In a food, for example, the presump- 
tion that such a committee may know 
what consumers prefer is often errone- 
ous. The production man on the com- 
mittee has built his own ideas into the 
product for so many years that blind- 
folded he could pick his own creation 
and vote it the best because it satisfied 
what he believed consumers wanted. 
He may prefer a pronounced flavor, not 
realizing that consumers have grad- 
ually turned to milder flavors since he 
was a more disinterested consumer. 
Again, the chemist is unable to disso- 
ciate consumer reactions from his chem- 
ical analyses, and may believe that the 
product containing the best ingredients 
is the one necessarily preferred by con- 
sumers. Similarly, the operating man 
minimizes the important points of supe- 
riority in a product, especially if they 
entail increased manufacturing expense. 
It is human nature for the members of 
the committee to take pride in their 
own handiwork and to be influenced by 
the individual differences in their senses 
of taste, smell, hearing, sight, and 
touch. Even by the most careful meas- 
urement of individual sense perceptions, 
it is extremely difficult to choose a panel 
of experts who accurately reflect public 
opinion in their judgments. It seems 
preferable, therefore, to put trust in the 
so-called law of large numbers by using 
as testers sufficiently large groups of 
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consumers drawn from classes compris- 
ing the market for each product. 

This method provides dependable in- 
formation regarding actual consumer 
choices. Instead of asking whether a 
single product is liked (which is usually 
answered affirmatively when the prod- 
uct is free), comparison of two products 
should be requested. If more than two 
products are compared at once, confu- 
sion is likely to arise in the minds of 
testers and in the information obtained. 
When a higher percentage of testers 
prefer one product, the reliability of the 
indicated preference as a basis for a de- 
cision of management depends on how 
many made the test, how independent 
were the individual opinions, the rela- 
tive degree of preference shown, the 
representativeness of the testers, and 
other analytical considerations. Con- 
sumer testing provides information for 
choosing not only the characteristics to 
build into or omit from products, but 
also the advertising and selling appeals 
to use, the prices to ask, the packages 
to devise, and, to a varying extent, 
the marketing methods to apply prof- 
itably. 


Vartous methods 


Space does not permit an extended 
description of how other analytical 
methods may enable more intelligent 
choices in nearly every important situ- 
ation confronting market management. 
Merchandising cost analysis provides 
knowledge regarding the comparative 
profitability and desirability of different 
distributive channels. Use of the ex- 
perimental method, in which extraneous 
conditions may be controlled, may 
throw much light on quantities which 
people will buy at different prices, un- 
der various store arrangements, from 
different kinds of displays, or when mo- 
tivated by different advertising and sell- 
ing appeals. Analysis of psychological 
and other traits may provide a basis for 


more systematic choice of salesmen and 
supervisors. Time studies, analogous 
to those made in factories by industrial 
engineers, may enable better routing of 
salesmen and apportioning of effort 
among customers of varying sizes and 
types. Statistical methods may be ap- 
plied in choosing the markets possessing 
greater potentialities and the salesmen’s 
interview methods yielding larger or- 
ders. Scientific analysis, when applied 
by competent research men, is an in- 
creasingly important aid to manage- 
ment in the responsible task of making 
correct marketing choices. 


CO-ORDINATION OF MARKETING 
ELEMENTS 


Management’s second contribution as 
a function of marketing lies in its co- 
ordination of the individual elements on 
which it has exercised the power of 
choice. Its central aim, of course, is to 
bring about combinations which will 
maximize net profits. A part of this is 
accomplished by serving as a medium 
of communication between different 
divisions and subdivisions of an organ- 
ization, for the transmittal of choices, 
and the prevention of complications 
arising from conflicting cecisions. Tact 
and enthusiasm are essential elements 
in managing subordinates and bring- 
ing about successful accomplishments. 
These aspects of co-ordinating activi- 
ties, while necessary, are not the most 
important part played by management. 
Ultimate success in co-ordination de- 
pends on how well the various influ- 
ences exerted upon expenses and income 
are understood. 

In seeking the best combination, 
management has innumerable alterna- 
tives. It may seek large volume at low 
prices, or small volume at high prices. 
It will consider whether much of a 
sacrifice in price is necessary to obtain 
a large volume. Furthermore, the ef- 
fect of large volume upon unit expense 
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will have to be weighed. If fixed ex- 
penses are a large portion of the total 
expenditures of the organization, large 
volume will be very desirable because 
unit expenses will be decisively reduced. 
Thus, a small reduction in price may 
increase sales volume greatly, reduce 
unit expenses more than proportion- 
ately, and thereby increase net profits. 
On the other hand, a very large reduc- 
tion in price may be necessary to in- 
crease the volume, and the resulting 
profits may not be nearly so attractive, 
or may be actually reduced. A further 
complication may arise when direct or 
out-of-pocket expenses are large and 
fixed expenses are relatively unimpor- 
tant, and especially where the former 
display decisive tendencies to yield di- 
minishing returns. Under these cir- 
cumstances, an increase in volume may 
cause a less than proportionate decrease 
in unit expenses and, beyond a certain 
point, an actual reduction in total prof- 
its. If volume, prices, and expenses 
were simple elements and the only vari- 
ables involved, it would be a relatively 
simple procedure for management to 
experiment with changes in prices in 
order to find the best combination. 
Such is not the case. 

Most marketing organizations handle 
a family of products, and changes in 
prices, either up or down, affect dif- 
ferently the sales volume of component 
products. Marketing usually takes 
place in many different areas, and, ow- 
ing to great differences in income strati- 
fication and other market conditions, 
the response of demand to price changes 
lacks regional uniformity. Further- 
more, the geographic proportions of the 
various products may differ widely. 
Turning to the consideration of ex- 
penses, there is a tendency for salaries, 
wages, rents, and other expenditures to 
be higher in more densely populated 
areas, which necessitates the selling of 
larger volume in metropolitan centers in 


order to keep unit expenses on as low a 
level as in other selling areas. The han- 
dling of products in different regional 
proportions involves different expendi- 
tures because rarely are they scld en- 
tirely through the same channels, in 
equal amounts, or with the same fre- 
quency. Customers in one area may 
buy larger quantities and require dif- 
ferent selling tactics than those else- 
where. Advertising expenditures, vary- 
ing from place to place, mey make 
demand more insistent and more willing 
to pay higher prices. All of these con- 
siderations will be further affected by 
various competitive and merchandising 
conditions. 


Skill and experimentation required 


In this labyrinth, especially when the 
organization is national or international 
in scope, management must display 
amazing skill and shrewdness in adjust- 
ing the innumerable interrelated ele- 
ments to meet continually changing 
prices, expenses, competition, and con- 
ditions of demand. Thus, waile man- 
agement does not distinguish the other 
marketing functions academically, it 
welds together the various types of de- 
mand creation, assembly, transporta- 
tion, storage, standardization, financing, 
risk bearing, and market news in deli- 
cately balanced quantities bes: suited to 
the needs of each marketing organiza- 
tion. The varying ability of manage- 
ment to perform this service determines, 
in the long run, the comparative success 
of different companies. Even within a 
single organization, there are many 
striking examples of differing ability to 
co-ordinate. Sometimes a new execu- 
tive will reduce selling effort (and ex- 
pense) substantially by shifting it to 
more desirable customers, suffer little 
or no reduction in volume and some- 
times increase it, obtain higher prices 
for the quantity sold, and receive larger 
net profits by so doing. Another execu- 
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tive may fail under similar circum- 
stances, or may improve profits by re- 
ducing prices and setting in motion a 
series of adjustments suited to different 
conditions. 

In the process of co-ordination, the 
experimental method has been the one 
principally employed by management. 
By trying a little more of this element 
and a little less of that, it seeks, through 
continual trial and error, to maximize 
profits or to reduce losses. To a con- 
siderable extent, research may help by 
scientifically holding constant or equal- 
izing extraneous factors in order to re- 
veal more clearly the effect of changes 
in the particular factor, method, or pol- 
icy under consideration. The applica- 
tion of scientific methods as an aid to 
management in fitting the innumerable 
interrelated elements into the most prof- 
itable combination is still in its infancy. 
Managers grow old without ever com- 
pleting the process, because conditions 
are always changing. When manage- 
ment reaches the stage of comfortable 
complacency, believing that the rules 
and combinations have all been estab- 
lished, it is a danger signal that new 
blood and analytical methods must be 
introduced in order to prevent that firm 
from falling behind in the competitive 
race for profits. 


NECESSITY FOR EVALUATION 


A third contribution which manage- 
ment makes to marketing is the evalua- 
tion of performance. Choices are made, 
combinations are worked out, and then 
judgments are formed as to how suc- 
cessful they have proved to be in actual 
use. For instance, a decision is made to 
select certain customers for special sell- 
ing effort, and adjustments are brought 
about in the routing of salesmen in or- 
der that time and quality of effort may 
be provided for the purpose. Then at 
the end of six months or a year, the net 
effect on sales to the selected customers 


and to those not so treated may be esti- 
mated from the standpoint of total im- 
provement in the profits of the whole 
sales organization. These tkree steps 
are interrelated. Evaluation may result 
in choosing to abandon the original pro- 
gram or to apply it more thoroughly. 
It may show that the original choice 
was correct but that necessary adjust- 
ments in other organizational factors 
were not carried out adequately. More- 
over, it leads to the making of new 
choices and combinations, and thereby 
contributes to evolutionary progress. 

Evaluation of performance takes 
place continuously at all levels of the 
management pyramid, from the results 
of applying the broadest and most far- 
reaching marketing policies to the rela- 
tively unimportant question of whether 
a call on a particular customer yester- 
day or today was most fruitful. It 
weighs the effects of different methods 
of advertising and selling, transporta- 
tion, storage, and other functional mar- 
keting services, thereby causing their 
continual remolding separately and in 
combination. In existing marketing or- 
ganizations each level of management 
judges the performance o: the next level 
below in order to promot2, demote, and 
make changes in compensation. Thus, 
there is an all-pervading incentive, 
brought about by evaluation, to apply 
the same process to the various market- 
ing policies and methods at each stage 
of the hierarchy. 

Management uses various methods of 
evaluating performance. Most common 
of all is that of personal observation, 
both of people and of operations. Ow- 
ing to the physical limitations of mak- 
ing observations, large organizations 
must depend on standard measure- 
ments, usually numerical in character. 
Practically the entire accounting struc- 
ture of corporations is maintained for 
the major purpose of assembling nu- 


merical information atid organizing it 
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into useful forms. Classifications are 
made to show volume, expenses, gross 
profits, and net results by products, pe- 
riods, regions, and persons. From 
these, management makes comparisons 
and deduces relationships. 

In recent years the science of statis- 
tics has established more exact stand- 
ards of performance through its meas- 
urement of average tendencies, degrees 
of variation, and relationships. The re- 
cent development of more scientific 
yardsticks for sales performance pro- 
vides illustrations. Travel from terri- 
tory to territory and observation of 
how differences in regional conditions 
seem to affect sales volume, provides a 
qualitative judgment of the factors to 
be considered in evaluating salesmen’s 
performance. To set up exact stand- 
ards, however, it is essential to meas- 
ure statistically the variations in the re- 
gional conditions and their effect on 
sales. Then these measured influences 
must be combined in the proportions 
pertaining to each area. When capably 
devised, these multiple standards pro- 
vide a fair basis of judging performance 
because they are deduced from actual 
experience. They may be made to in- 
clude measurements of consumptive, 
merchandising, and competitive influ- 
ences, as well as allowances for the ef- 
fects of those advertising and selling 


efforts not directly under salesmen’s ' 


control. Essentially the same methods 
may be extended to the evaluation of 
salesmen’s interview technique, adver- 
tising appeals, and the like. 
Management is also turning to other 
sciences for aid in evaluation. There 
is resort to the measurement of psycho- 
logical and other personal traits in hir- 
ing and promoting salesmen. Engineer- 
ing methods of measuring time and 
phvsical activities are being applied in 
judging performance of many market- 
ing operations in which equipment and 
material effort are required. Evalua- 


tion itself completes a cycle of logic in 
which preconceived ideas are put into 
action, judged, and discarded or added 
to the fund of knowledge for manage- 
ment’s future use. 


THE SPOKESMAN CF THE MARKETING 
ORGANIZATION 


Management’s fourth contribution is 
its service as spokesman for the market- 
ing organization, as well as for the other 
important phases of a business. Since 
it formulates all the policies for buying 
from suppliers of goods and services 
and for selling to customers, it portrays 
the very soul of the organizaticn in all 
its dealings and contacts with consum- 
ers, producers, leborers, micdlemen, 
competitors, stockholders, and the gov- 
ernment. Such little things as the an- 
nouncement of a radio program, the 
response to a telephone call, tke greet- 
ing of a customer by a salesman, the 


_ broken promise to deliver goods by a 


certain hour—all portray, for better or 
worse, the personality of the corpora- 
tion. 

Corporate character, like that of a 
person, is reflected in actions affecting 
others. These actions depend on the 
underlying motives of management. 
Although the proiit-seeking motive is 
very important in bringing about and 
maintaining efficiency within a corpora- 
tion, it is neither the only motive nor, 
at times, the most dominant one. 
Power, pride, and maintenance of a 
good name are among the other human 
traits which motivate management. 

The manner in which these motives 
have been represented to the public has 
had a reflex influence upon marketing. 
A considerable portion of existing legis- 
lation has been enacted for the purpose 
of regulating the real or fancied unfair 
trade practices adopted by management 
in its quest for profit. On the other 
hand, the many philanthropic gifts to 
charitable, educational, and religious 
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causes, which management may make 
out of a corporation’s income, pass un- 
noticed or are often forgotten. The 
gratuitous help to customers is fre- 
quently accepted as a routine matter, 
although it may gradually improve and 
cheapen the distribution of goods to 
consumers. In fairness to itself and to 
all other elements in a business organ- 
ization, management has a duty to per- 
form in seeing that its policies are fairly 
represented to the public. 

Both the just and the unjust criti- 
cisms directed against business in re- 
cent years are gradually leading man- 
agement to a more careful consideration 
of public opinion. By sample surveys, 
the divergent views of producers, con- 
sumers, laborers, and others are being 
carefully assembled and evaluated. As 
a result, marketing policies are likely to 
be modified in the directions indicated 


by public opinion. It is to be hoped, 
also, that management, which is com- 
posed of many men cf ability and of 
high morality, may become more articu- 
late in telling various classes of the pub- 
lic what marketing policies and methods 
contribute to their own best interests. 


In conclusion, management, in its 
marketing phases, knits together and 
gives life to all other marketing activi- 
ties. It performs this function by mak- 
ing choices, seeking the most profitable 
combination of the elements, evaluating 
distributive results, and representing 
the marketing organization in all its 
contacts with the public. The success 
of each organization and the future 
progress of marketing methods depend 
upon the efficient performance of the 
management function. 
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Strategies and Policies in Marketing 


By PauL T. CHERINGTON and Harrison A. Roppick 


NE of the most striking things 

about the whole field of market- 

ing is the ephemeral nature of market- 

ing forms and the durable properties of 
the underlying marketing processes. 

Grocery stores are selling cigarettes 
and vitamin pills; supermarkets have 
burst into activity; pharmacies are re- 
appearing; drug stores have frankly be- 
come eating places; and cigar stores 
often are haberdashery shops. And so 
with wholesalers, jobbers, brokers, de- 
partment stores, mail-order houses, 
chain stores, buyers’ groups, heating 
contractors, coal merchants, petroleum 
service stations, and the whole list of 
marketing functionaries from producer 
to consumer—they are all in a state of 
fluidity in organization, control, financ- 
ing operation, interrelationship, and 
methods of obtaining profits. 

But the jobs these institutions are 
doing remain basically the same that 
they always have been. Whatever the 
form, the jobs being done are the as- 
sembling, grading, storing, and moving 
of goods, the assuming of risk, and the 
providing of satisfactory buying and 
selling surroundings and locale. Each 
of these fluid marketing factors, in one 
way or another, is trying to make it 
possible for the inhabitants of a not 
wholly satisfactory planet to get what 
they want, when they want it, where 
they want it, as they want it, and at a 
price which they can afford to pay. 


{COMPLICATIONS OF BASIC PROBLEM 


Basically, all marketing consists in 
atiempts to supply human wants for 
material goods or services; and the im- 
pertant factor is that under our present 
economy this is to be done under com- 
petitive conditions, and presumably and 
if possible, at a profit. But the basic 
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problem seldom exists in simpře form. 
Supply and demand still do underlie the 
whole process; but both are compli- 
cated by numerous collateral influences 
and are even changed by intervening 
mechanisms and techniques. 

Strategies and policies have to do 
with purposes and ends, rather than 
with techniques or methods. If mar- 
keting partakes of the nature of war- 
fare and calls for strategy: Who is at 
war? What is the war about? What 
are its main purposes or long-term 
ends? What are the immediate objec- 
tives? If it is like statesmanship and 
requires the formulation of policies: 
What are the wisest courses to pursue— 
for immediate effects, for ultimate ends, 
from each important management view- 
point aside from marketing? 

Thus outlined, our subject becomes 
partly social, partly economic, partly 
mathematical, partly psychological. It 
has to do with markets, competition, 
profits, personnel, qualities, standards, 
movements of public opinion and trends 
of habit or taste, and with wholesalers, 
brokers, bankers, and all kinds of re- 
tailers, and their pullings and haulings. 

If the marketing forms and channels 
are in process of constant shiiting and 
the marketing functions are reasonably 
stable, it seems likely that problems of 
strategy and policy will normally be 
best solved when they get back of the 
immediate shifting externals to the un- 
derlying job. This, of course, does not 
mean that the externals can be neglected 
or ridden over roughshod. It means 
that behind the immediate smoke of 
battle, or “representations” of states- 
men, marketing realities must be dis- 
cerned if marketing strategy and poli- 
cies are to be anything more than 
makeshift expediency. 
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We cannot give adequate discussion 
in a paper like this to all of these sig- 
nificant underlying factors bearing on 
strategy, but perhaps by illustrating a 
few we can develop some idea of what 
they are like and how they work. 


STRATEGY BASED ON NATURE OF 
Propuct 


Here, for example, is a simple case in 
which marketing strategy and policies 
were determined mainly by the nature 
of the product. This is the case of a 
maker of low-priced candy bars, a 
quick-turning, semiperishable, low-unit- 
price item made in considerable variety 
of flavor and form. The basic problems 
were to secure the greatest possible dis- 
tribution and display on candy count- 
ers; to reduce sales expense; and to 
increase gross margin. Although each 
item required continual sales effort to 
maintain volume, there were several 
hundred items in the line and conse- 
quent thinning of efforts on any one. 
This was aggravated since more new 
items were added each year than were 
discontinued. It also resulted in low 
turnover, high return of stale merchan- 
dise, narrow gross margin, and high 
unit production costs. 

The policies and strategy adopted 
fell into two stages. First, the lowest- 
margin, lowest-volume items were dis- 
continued at once. This promptly per- 
mitted devotion of greater sales effort 
to the rest of the line, increased turn- 
over, and reduced amount of szale mer- 
chandise returned for credit. The line 
was still far too large, however, but it 
was considered too drastic to move rap- 
idly, since total volume would probably 
suffer. 

As a second step, therefore, all items 
were classified according to an A, B, or 
C rating, according to gross profit mar- 
gin, past sales volume, potential sales 
volume, and contribution to complete- 
ness of lines. Salesmen were paid a 


greater compensation on A than on B 
items, and the lowest rate on C prod- 
ucts. As a consequence, on C items, 
salesmen became order-takers only, and 
devoted their sales efforts to A’s and 
B’s. 

Over a period of a year or so, the re- 
sults aimed at were achieved. Total 
volume increased and the proportion of 
sales in A and B products was greatly 
raised. Because fewer items were pro- 
moted, the concentration of effort re- 
sulted in wider and better display on 
candy counters; the increased volume 
reduced sales expense; the turnover of 
the remaining items increased substan- 
tially; it was easier to keep only fresh 
merchandise in the ñeld; and the 
greater volume on fewer items some- 
what lowered manufacturing costs. 

In order that the size of the line 
should not rise again through introduc- 
tion of more items than were discon- 
tinued, the number added each year was 
reduced approximately 80 per cent from 
previous levels. This was done auto- 
matically through the introduction of 
a carefully planned pre-testing program . 
designed to test degree of repeat pur- 
chases of proposed new items. Only 
those items showing exceptional results 
were added, and at the same time the 
line was reviewed to determine if any 
old items that were seriously declining 
in value should be dropped. 


CASE OF AGGRESSIVE COMPETITION 


So much for a case where the nature 
of the product was the most obvious 
factor in determining strategy. But in 
many cases some other factor may be 
dominant. Say, for example, a new 
move by an aggressive competitor calls 
for a change in policy. Here is a case 
in point, and, strange to say, one in 
which the plan adopted was not perfect. 

The maker of an electric appliance 
found that one of his competitors had 
put out a new device representing a 
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change in size, appearance, and con- 
struction, but little or no change in op- 
erating effectiveness. The new product 
had considerable sales appeal, however, 
and threatened to replace the older 
product. 

The maker of the older appliance, as 
a first defensive move, announced that 
the new product was no better and in 
some respects was poorer than the 
standard one. It was also said that the 
company would not make a change un- 
til a genuine advance in operating ef- 
fectiveness was achieved, wkich, of 
course, was not very impressive, al- 
though sensible. Feverish activity then 
followed to find that change. Finally a 
departure as radical as that made by 
competition was developed, that had 
equal or greater sales appeal and was 
a definite advance over the old and 
over the competitor’s previously intro- 
duced model. However, in tke interim 
the company had lost position and the 
public was no longer interested in 
“new” versus “old,” and hac accepted 
the first “new” item offered. As a con- 
sequence, while the company halted the 
decline, it did not regain its previous 
position. 

The moral of this, of course, is thet it 
is not enough merely to echo a com- 
petitor’s advance, The real strategy 
called for is something a good deal more 
subtle. It involves what is referred to 
as leadership——which first must be won 
and then maintained with diligence. 


PUBLIC OPINION AS A FACTOR 

Again, strategy in marketing may be 
determined by so vague and powerful a 
factor as public opinion. Here is the 
case of a processed coffe2 which was 
alleged to be freed from whatever bad 
effects coffee is said to possess. The 
field already was occupied by several 
similar products, and this one had been 
fighting a not very successful battle for 
a foothold. 


By any sort of taste or flavor test, 
the product was as good as any of its 
competitors, and there was ample evi- 
dence that the flavor was quite as good 
as that of any unprocessed coffee of the 
same type. Nevertheless, the public be- 
lieved that the flavor was adversely af- 
fected by processing, and this, com- 
bined with the product’s higher cost, 
gave it a very thin market only among 
those who could not drink regular cof- 
fee and who could afford the decaffein- 
ated type. Furthermore, the one or 
two brands already having dominant 
position were not going to welcome a 
newcomer in this narrow market; and 
so the basic question had to be faced as 
to whether there was a place for this 
as another entrant in a field already 
crowded. 

After considerable money had keen 
spent in promotion and in price reduc- 
tions to secure volume, results were not 
sufficiently satisfactory to make the 
venture look attractive. A careful 
study was then made to determine what 
should be done. There was developed 
a mass of evidence which pointed defi- 
nitely to the conclusion that there was 
not enough market to justify the further 
large expenditures required to get a sat- 
isfactory position. The product was 
“discontinued” (sold to a concern able 
and willing to operate on a small scale). 
A study made before the product was 
promoted would have led to the same 
facts and would have saved a substan- 
tial amount of money actually wasted 
in trying to break into a leadinz posi- 
tion in a market so hedged about by 
well-seated prejudices. 


INTERNAL AND REMOTE FACTORS 


Nor are all the factors affecting mar- 
ket strategy or policies external. Many 
are “inside the walls,” and one of the 
most common of these is tco great 
rigidity in operating practices. 

Here, for example, is the case of a 
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company making a low-priced house- 
hold necessity. It found that it was 
losing a considerable number of its 
wholesalers throughout the country. A 
study was undertaken to determine why 
—and what to do about it. Here are 
some of the facts turned up. The com- 
pany had established rigid policies as 
to types of products, types of custom- 
ers sold, pricing, and sales promotional 
methods. These policies were based on 
typical conditions as conceived by the 
management (which rarely got out into 
the field). While these policies had 
worked very well in the past, conditions 
had changed, new competition had de- 
veloped, and requirements ditfered in 
various sections of the country to a 
greater extent than formerly. Yet no 
corresponding changes had been made 
in company policies. As a consequence, 
new competitors had become increas- 
ingly strong; and because their policies 
took into account the new conditions, 
they had been able to secure an alarm- 
ing number of the company’s whole- 
salers. The study revealed these facts, 
and action was taken to modernize the 
old rigid policies and to develop new 
ones to meet current conditions. 

And so, cases could be multiplied to 
illustrate the way in which strategy and 
policies must adjust themselves to es- 
tablished facts. Such remote reali- 
ties as changes in world market condi- 
tions, changes in freight rates, social 
movements, or new trends in taste may 
call for new strategy. As a matter of 
fact, almost any modern business prob- 
lem spreads its roots far and wide. The 
drying up of the cotton business in cer- 
tain points, the evaporation of the grain 
export trade in others, the shift in em- 
phasis from one form of trade channel 
to another, are all instances in which it 
became evident at some stage that new 
market strategy or changed market pol- 
icies were vital. Perhaps a recognition 
of these facts could not have done more 


than indicate when to retreat; but even 
that might have been valuable if real- 
ized in time. 

It is more and more evident that in 
a complex economy like ours it is es- 
sential to have strategy and policies 
grounded on basic factors and not on 
externals, wishful thinking, or even the 
temporary “walloping” power of a high- 
priced “go-getter.” 


Tue SAFE Basis FOR MARKETING 
STRATEGY 


For practical purposes, the nature of 
social existence is the only safe basis for 
marketing strategy or marketing poli- 
cies; and it is a little shocking to realize 
that for these aspects of marketing the 
nature of social existence is so much 
more important than sales efficiency, 
demand creation, high pressure selling, 
or the many other marketing devices or 
gadgets in use at any given time. 

In conclusion, then, here are a few 
words about the nature of social ex- 
istence which are by no means as theo- 
retical or academic as they may sound, 
if we recognize this as the foundation 
for marketing strategy and policies. 

Social existence may be regarded as 
consisting of man, his environment, and 
his attitude toward his environment. 
To these might be added a partly sepa- 
rate fourth—his power to modify that 
environment. 

Of these four, the first two are not 
greatly variable factors socially. As a 
mechanism and as a functioning crea- 
ture, man remains about the same. As 
a thinker, an eater, a performer of most 
of the activities called human, he op- 
erates much as he did at the beginning 
of time. So, too, with environment. 
We mitigate the rigors of climate or 
lessen the dangers and the labor of mov- 
ing about; however, rain, snow, heat, 
cold, seasons, fertility, seedtime and 
harvest, all are fundamentally un- 
changed. 
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But man’s attitude toward his en- 
vironment does undergo fundamental 
changes rapidly, and his power to mod- 
ify it changes even faster. And in the 
various ramifications of man’s attitude 
toward his environment, and what he 
does about it, we find the explanation 
for any given economic situation. 

Our concern with the “general wel- 
fare” is in its increased power to dictate 
the nature and extent of production. 
To a far greater degree than he is dic- 
tated to, the consumer dictates; and to 
a far greater extent than in government 
or the social mechanism, his dictator- 
ship is concerned with what is to be 
consumed. The supreme task in the 


whole economic field is to cut down the 
wastes due to appraising the consum- 
ers’ will either inaccurately or too late. 
The greatest waste in the present social 
order comes from making and selling 
things which neither do nor can fit into 
the consumers’ own ideas of what is in- 
volved in a satisfactory life. 

Marketing strategy and policies are 
concerned with these basic, causal reali- 
ties. The war is about human comfort; 
the diplomacy called for relates to the 
power politics of human wants. A few 
farsighted concerns have organized 
themselves to develop real marketing 
strategy and policies. They form an 
interesting and growing list of leaders. 
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The Competitive Struggle for Market Control 


By Davi R. Cratc and WERNER K. GABLER 


MAJOR segment of the American 

distributive machinery was built 
during the second half of the nineteenth 
century to meet the conditions of the 
seller’s market of that period. It suc- 
ceeded and grew because it was adapted 
to those conditions. The development 
of large-scale production, the increase 
of transportation and communication, 
and the opening of vast new resources, 
had gradually brought about a change 
in the market situation for most goods 
and services, so that the seller’s market 
became a buyer’s market. To meet the 
needs of this situation, new forms of 
distribution were developed. 

As long as the economic system and 
the national income continued to ex- 
pand, there was plenty of room for two 
basically different forms of distribution 
to exist side by side. In 1929, however, 
the collapse of the economic system 
marked the turning point between a 
rapidly expanding economy and a more 
stable one, and this change of direction 
intensified the contrast and the struggle 
between the older and the newer forms 
of distribution. Purchasing power de- 
clined, and the competition was for vol- 
ume enough to pay the fixed expenses 
of manufacturing and _ distribution. 
During the past ten years the struggle 
between the forms of distribution which 
developed during the seller’s market 
and the forms which developed during 
the buyer’s market has grown into one 
of America’s major economic contro- 
versies. 

In this paper we shall discuss the 
economic foundations of this struggle, 
its major manifestations, and its pos- 
sible future development. 


THE SHIFT OF THE MARKET BALANCE 
During the past hundred years, 


i 
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America has seen three distinct types 
of market situations. These are the un- 
organized market, the seller’s market, 
and the buyer’s market. 

In the first stage, the unorganized 
market, distribution was dominated by 
the wholesaler. He alone had contact 
with manufacturers and retail distrib- 
utors, and was the only bridge for the 
gap between manufacturing and retail- 
ing, except in purely local situations. 

In this period the consumer, and the 
retailer and wholesaler too, were seeking 
goods. The costs of distribution were 
buying costs rather than selling costs. 
At each level the purchaser had to take 
what he could get, and the typical man- 
ufacturer had no outlet for his goods 
except the wholesaler. The situation is 
illustrated in Figure 1. 

The next development was the effort 
of the manufacturers to improve their 
marketing positions. Commission men 
appeared on the scene to strengthen the 
manufacturer in his relationship to the 
wholesaler. The relationship between 
commission men and wholesalers varied. 
In some instances the wholesaler was 
required to buy from the commission 
men; in other instances the burden of 
effort was on the commission man who 
was compelled to sell to the wholesaler. 
In other words, at this level the supply 
and demand situation between them 
was not steady. At the level of the re- 
tailer and the consumer, the situation 
was about as it had been. This is illus- 
trated in Figure 2. 

As capacity grew, as processes im- 

1In a sellers market, the available goods 
are all sold before the demand for them, at 
the prices at which they were selling, has been 
exhausted. In a buyer’s market, manufactur- 
ing and distributing capacity is greater than 
the demand for goods at the prices at which 
they sell. 
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Frc 2—Distribution in an Unorganized 
Market Guided by Wholesalers and Commis- 
sion Men 


proved, and as distribution became or- 
ganized, the typical seller’s market of 
the second half of the nineteenth cen- 
tury came into existence. Manufactur- 
ers discovered ways of changing latent 
wants into actual wants as well as of 
making the goods to satisfy them. In 
this period we find the first large-scale 
attempt to produce for a market and to 
increase the market. As long as the ex- 
isting demand or newly awakened de- 
mands exceeded the supply, selling was 
easy and its costs were low. Whoever 
could make the wanted merchandise 
was in a strategic position to guide and 
direct its distribution. The manufac- 
turer-guided distribution system in a 
seller’s market is illustrated in Figure 3. 
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Fic. 3.—Distribution in a Seller’s Market 
Guided by Manufacturers 


Most of the present marketing struc- 
tures in the United States grew up un- 
der this market situation. The manu- 
facturer selling to the wholesaler, the 
wholesaler selling to the retailer, and 
the retailer selling to the consumer have 
remained as the prevailing system in 
the United States, although the funda- 
mental situation in the seller’s market 
has been reversed. 

In the course of this development, 
manufacturers have appealed, over the 
heads of the distributors, directly to the 
consumers. By developing a consumer 
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Fic. 4.—Distribution in a Sellers Market 
with Manufacturers Advertising Directly to 
Consumers 


demand for his products, the manufac- 
turer has compelled wholesalers and re- 
tailers to stock his goods. This situa- 
tion is illustrated in Figure 4. 

During the seller’s market the manu- 
facturer could do this easily, success- 
fully, and with relatively little expense. 
Signs along the highways, billboards, 
and the early crude advertisements in 
papers and magazines succeeded be- 
cause of the great hunger for quality 
products. 

The first large-scale retail establish- 
ments were the department store and 
the mail-order house. Their distribu- 
tion problem was to find new kinds of 
goods of the right quality and price 
which they could get in large enough 
quantities. Their difficulties were in 
buying, not in selling. Buying at that 
time was difficult and expensive. Long 
trips were needed to distant markets. 
The value of a buyer to his company 
was dependent in a large part on his 
knowledge of resources and they were 
his major trade secret. Thus, the first 
large-scale distribution establishments 
were buying organizations obtaining 
their goods directly from manufactur- 
ers, or, in some cases, from wholesalers. 
Their situation is illustrated in Figure 5. 

The system of manufacturer-guided 


Fic 5.—Distribution in a Sellers Market 
with Retail and Wholesale Organizations Buy- 
ing from their Resources 


distribution worked practically in a sell- 
ers market. When the situation 
changed to a buyer’s market, however, 
it was no longer so smooth and inex- 
pensive. Goods encountered increasing 
selling resistance at each distributive 
level and it became necessary to spend 
more effort and more money to sell 
goods. Selling became hard, uphill 
work because it was necessary to push 
the goods against the balance of supply 
and demand. Figure 6 shows the man- 
ufacturer-guided distribution system 
with independent wholesalers and re- 
tailers in a buyer’s market. 


Fic. 6 —Distribution in a Buyer’s Market by a 
Manufacturer-Guided Distribution System 


What is the opposite of the manufac- 
turer-guided system? What svstem 
would be most successful under the new 
market conditions? In a seller’s mar- 
ket, buying is expensive and selling is 
cheap. In a buyer’s market, buying is 
cheap and selling is expensive. Thus, 
a successful distributive system under a 
buyer’s market must start not with sell- 
ing but with buying. Theoretically, 
since buying starts with the consumer, 
the ideal system would begin with the 
ultimate consumer, organize his wants 
and needs, and express them in terms 
of merchandise ordered from the re- 
tailer who in turn would buy from the 
wholesaler and through the wholesaler 
from the manufacturer as shown in Fig- 
ure 7. 

Consumer buying, hcwever, is hardly 
ever rational. Since the majority oi the 
consumer’s wants are emctione] his 
buying is accordingly, and he is unwill- 
ing to go to the trouble of organizing 
his wants. Even a consumer co-opera- 
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Fig. 7.—Distribution in a Buyer’s Market by 
Ideal Consumer-Guided Distribution Syscem 


tive must use some emotional appeal to 
sell merchandise to its own members. 
For that reason the selling function be- 
tween retailers and consumers must re- 
main, and the task of analyzing and 
synthesizing consumer wants falls togi- 
cally on the part of the business system 
which is closest to the consumer. That 
is the retailer. This means a retailer- 
guided system and is illustrated in Fig- 
ure 8, 


Fic, 8.—Distribution in a Buyer’s Market by a 
Retailer-Guided Distribution System 


In this figure we see that the expen- 
sive selling functions between retailing 
and wholesaling and between wholesal- 
ing and manufacturing have been elim- 
inated, and that instead the retailer and 
the wholesaler buy. The only selling 
function that remains is at the retailer- 
consumer level. In this system two 
selling functions have been replaced by 
two buying functions. Later on we can 
show how much money is saved. 


SELLING AND BUYING FUNCTIONS IN A 
BUYER’S MARKET 


What are the major differences be- 
tween a distribution system which grew 
up under a seller’s market and was car- 
ried over into the buyer’s market and 
the new system which grew up in re- 
sponse to the needs of a seller’s market? 
A manufacturer of consumers’ goods 
still operating under the manufacturer- 


guided distribution system must find 
out what his wholesalers and retailers 
want, and he must also find out whether 
the consumers are going to want the 
same thing. This is not simply idle re- 
search, for in many cases there is a clear 
discrepancy between what dealers want 
and what their customers want; and the 
manufacturer must satisfy the wants of 
both. For instance, price is a definite 
attribute of every product. Wholesal- 
ers and retailers tend to want a guaran- 
teed high markup, and consumers want 
a low price. The manufacturer must 
compromise between these incompatible 
demands if he is to obtain necessary 
sales volume to cover his high fixed ex- 
penses and obtain satisfactory unit prof- 
its. After he has analyzed trade de- 
mand and consumer demand, he can 
produce his merchandise and begin the 
distribution process. 

Like all distribution functions, his 
own may be grouped in two categories: 
one is physical; the other is marketing. 
The physical distribution functions are 
those which must be carried out under 
any system of distribution, becuse they 
involve physical movement or storage 
or control and record keeping. Market- 
ing functions, on the other hand, are 
selling functions in the widest sense of 
the word and include all activities de- 
signed to induce someone to buy the 
goods by any means other than adding 
intrinsic or intangible value or changing 
the price. These iunctions include ad- 
vertising, selling, extending credit, and 
market analysis. Figure 9 shows the 
difference between buying and selling in 
a buyer’s market by picturing all the 
distribution functions in these two 
groups. 

If we trace the distribution functions 
of the manufacturer we see that he must 
warehouse the goods and carry out the 
administrative function. He has two 
promotional jobs to do. He must pro- 
mote to the trade (wholesaler and re- 
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tailer) and he must promote to the con- 
sumer. His promotion must include 
advertising as well as selling and the 
extension of credit. When the goods 
are sold, they must be transported. 
The wholesaler in turn must analyze 
the demand of the retailer and the con- 
sumer and arrive at a compromise be- 
tween them when the demands do not 
appear to be the same. After he has 
bought the goods, his physical functions 
consist of warehousing, breaking bulk, 
and administration. His promotional 
activities are directed to the retailer 
and, especially when he has his own 
brands, to the consumer also. He sells 
and extends credit as the two other 
marketing functions which he performs. 
The retailer also must analyze con- 
sumer demand, buy the goods, store 
them, and prepare them for sale. He 
has an administrative function, and 
his selling functions to the consumer 
consist of advertising, selling, extending 
credit, and physical transportation. 


Elimination of marketing functions 


Thus, we find seventeen different 
marketing functions and thirteen differ- 
ent physical distribution functions in 
the process of getting goods from manu- 
facturer to consumer. They are all 
definite major distribution functions in 
the manufacturer-guided system. As 
long as we maintain the system with 
organizations independent of each other 
at every level, we have no way of 
eliminating the functions. In a retailer- 
guided system, however, the entire ac- 
tivity begins with the retailer. He an- 
alyzes consumer demand. He interprets 
the demands in terms of merchandise 
qualities and quantities. He analyzes 
the resources from which he can get 
this merchandise at the lowest cost. He 
orders the merchandise and (theoreti- 
cally) only then does production start. 
It is produced only after it has been 
sold to the retailer. After it is produced 


the only functions that need to be per- 
formed on it until it reaches the retail 
counter are the physical distribution 
functions of storage, transportation, and 
breaking bulk. At the retail counter 
begin the only selling functions in the 
entire process, These are advertising, 
selling, and extending credit to consum- 
ers. The same number of physical dis- 
tribution functions remains, but only 
four out of seventeen marketing func- 
tions are performed. Mcst of the mar- 
keting functions can be eliminated by 
the retailer-guided system. 

Does the elimination of the market- 
ing function take away anything from 
the value of the merchandise, either 
tangible or intangible, in the eyes of 
the consumer? To answer this question 
we must ascertain what the marketing 
functions accomplish inside the disiri- 
bution process. Their main purpose is 
to persuade dealers, either wholesale or 
retail dealers, to buy their goods from 
some given resource. Some of these ef- 
forts are rational. Most of them, how- 
ever, are designed to exert an emotional 
influence on the dealer or to please him 
by offering free services, advertising al- 
lowances, prepared displays, long cred- 
its, or entertainment at conventions. 
Similar efforts are carried on in differ- 
ent ways at the retailer-consumer level, 
but here they have a different meaning 
and a clear justification, for the con- 
sumer is buying in order to satisfy per- 
sonal wants. The buying of the dealer, 
however, is quite different. His pur- 
pose in buying is to sell again at a 
profit, and nothing need guide him in 
the selection of his merchandise or his 
resources beyond the ascertained wants 
of his own customers. 

Now, whenever merketing efforts 
from manufacturer to wholesaler, or 
manufacturer to retailer, are designed 
to act primarily on the emotions of the 
dealers they serve a bad purpose, for 
they influence dealers to buy for non- 
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business reasons. Manufacturers have 
continued and increased their market- 
ing efforts, building competitively on 
the intangible value of their products 
in such a way as to force dealers to 
carry their brands. To the extent that 
these advertising efforts have been di- 
rected to consumers, they have supple- 
mented retail advertising and have ac- 
tually increased intangible values in the 
eyes of the consumer. To the extent, 
however, that they have been addressed 
to wholesale and retail merchants, they 
have added nothing to the merchandise 
in the consumer’s eye; and indeed may 
often have resulted in overstocking the 
retailer with the wrong merchandise, 
which added to distribution costs either 
through excessive promotion charges or 
through markdowns. 

It is thus fair to conclude that mar- 
keting inside the distribution channel 
can be eliminated without the loss of 
intrinsic or intangible values to the con- 
sumer. 


INTEGRATION OF DISTRIBUTIVE LEVELS 


If it is possible to replace selling 
functions with buying functions at the 
points at which merchandise changes 
ownership (except at the retailer-con- 
sumer level), it is logical to ask, “Why 
not eliminate the changes of ownership 
between the different distributive lev- 
els? How far can changes of ownership 
be eliminated?” 

In logical extreme, the most economi- 
cal distribution system is one in which 
the merchandise does not change hands 
from the time it is produced to the time 
it is sold to the ultimate consumer. 
When the craftsman was his own sales- 
man, this is what actually happened. 
Even today there are many examples of 
this type of distribution, notably men’s 
clothing chains and shoe chains. The 
figures say, however, that this system 
includes only a minor portion of the 
total distribution of the country and 


has been diminishing for the past ten 
years. When a system which offers 
great theoretical economy loses ground 
in the competitive struggle, and when 
there have been no laws to break it up 
or political trends strong enough to in- 
fluence it, we turn to a business ex- 
planation and assume that it is not 
profitable. 

Vertical integration in distribution, 
especially when it starts from the manu- 
facturer, may be unsuccessful because 
oi the difference between merchandise 
assortments at the manufacturer’s level 
and merchandise assortments at the 
consumer’s level. 

When a consumer goes shopping she 
expects to find a number of different 
items in a store. She expects, in a sin- 
gle store, a continually widening assort- 
ment of such related goods as dresses, 
hats, gloves, bags, shoes, and hosiery; 
or, in another store, all she needs to 
ccok a meal. This is the assortment at 
the consumer level. 

Manufacturing, however, has become 
increasingly specialized. Mechaniza- 
tion makes it profitable for a corpora- 
tion to make only a few kinds of articles 
and to sell those few in large quantities. 
The by-products may be profitable be- 
cause they use the same raw material 
or can be made with the same machines 
or can be made out of materials used 
by the main product. The by-products, 
however, may not be related at all in 
consumer use. 

Economic and engineering develop- 
ments during the past twenty years 
have widened the gap between these 
two kinds of assortments, and the nec- 
essary adjustment between them is 
more and more difficult to make within 
a single corporation. Even manufac- 
turers with vertical integration of their 
distribution plants must purchase addi- 
tional merchandise from other manufac- 
turers. Shoe stores buy hosiery, rub- 
bers, shoe trees, and similar articles 
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Men’s clothing stores add furnishings 
and hats. Vertical integration, when it 
begins with retailing, as for example in 
the large mail-order houses, permits 
only a minor part of the merchandise 
to be manufactured economically by 
processing units under the same own- 
ership, for in only a few of the major 
items do they have enough volume for 
economical manufacturing. 


Partial integration 


Partial integration, however, has as- 
sumed increasing importance and pos- 
sibilities. By asking the following 
questions we can analyze the major cri- 
teria for the effectiveness of different 
kinds of partial integration, most of 
which include two instead of three dis- 
tributive levels: 

1. Do the combinations go with or 
against the market situation? 

2. At what level do they perform the 
adjustment of the manufacturer’s as- 
sortment to the consumer’s assortment? 

3. Is the combination compulsory or 
voluntary? 

Integrations which begin with the re- 
tailer and organize backwards toward 
the manufacturer go with the market 
Situation, and integrations which origi- 
nate with the manufacturer or with the 
wholesaler and organize toward the con- 
sumer run against the marketing situa- 
tion. 

The point at which the adjustment 
between the manufacturer and the con- 
sumer assortment is made influences 
distribution costs considerably. In 
Figure 10 we see some of the reasons. 
This chart shows three distribution 
processes: (1) the independent whole- 
saler, (2) the manufacturer-controlled 
wholesale unit, and (3) the retailer- 
controlled wholesale unit. 

Independent wholesaling makes the 
adjustment between assortments at the 
wholesale level. The retailer-owned 
wholesaler also performs these functions 


at the wholesale level. Manufacturer 
sales branches, however, continue the 
manufacturer’s assortment through the 
wholesale level and postpone the adjust- 
ment either to a secondary wholesale 
level or to the retail level. 

Now, when the adjustment is handled 
at the wholesale level, fewer marketing 
contacts are necessary and less physical 
handling of goods is involved, for the 
adjustment is made in the larger quan- 
tities with which the wholesaler deals. 
At the retail level the adjustment must 
include many more marketing contacts 
—number of shipments, wrapping and 
packing costs, and bookkeeping opera- 
tions. 

The chart also points to some addi- 
tional savings on the part of retailer- 
controlled wholesaling. Duplication of 
marketing and physical distribution 
work which is found between the whole- 
sale and retail levels in independent 
wholesaling is avoided in retailer-con- 
trolled wholesaling by limiting ell or 
most purchases to a single wholesale 
unit. In the system of independent 
wholesaling the retailer buys from a 
number of competing wholesalers, each 
of whom must serve a large number 
of retail units in order to obtain suf- 
ficient volume for profitable operation. 
But the retailer-controlled wholesaler 
is assured of most or all of the busi- 
ness of a few retail stores and can 
limit his operations to a smaller number 
of units. 

Full and complete co-operation is 
necessary in order to assure the full 
measures of savings from integration. 
That is the importance of the third cri- 
terion, the difference between the vol- 
untary and compulsory operation. 
Where integration comes under a single 
ownership, co-operation is usually more 


‘complete than when it is voluntary. 


There are many instances to show that 
groups in voluntary co-operation with 
each other can operate just as efficiently 
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as single ownership groups, but they are 


the exception. 


Manufacturers’ integration 


Manufacturers’ methods of integra- 
tion fall in three categories—wholesale 


units, retail stores, and brands. 


Manufacturer sales branches with 
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and without stock, especially those with 
stock, have become an increasingly im- 
portant wholesale distribution outlet. 
This type of integration eliminates a 
major part of the marketing function 
between manufacturing and wholesaling 
but does not eliminate all the marketing 
functions, because manufacturers with 
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their own branches frequently sell to 
wholesalers through their sales branches 
and thus merely shift the selling job to 
the wholesale level. 

Manufacturer retail stores are losing 
in importance because of the increasing 
discrepancy between manufacturer and 
consumer assortments. 

A special and important type of in- 
tegration is the manufacturer’s direct 
approach to the consumer, building up 
consumer demand for his brands and 
thus indirectly controlling distribution 
by compelling its units to carry his 
products. This effort has as its pur- 
pose the addition of enough intangible 
value of any product in the consumer's 
eye so that the product becomes unique 
and is no longer interchangeable with 
other products of approximately the 
same intrinsic value. When this effort 
is successful, the product is lifted out 
of the competitive struggle. The im- 
portance of price and intrinsic quality 
cannot be neglected, but is frequently 
overestimated and varies with the type 
of procuct. The intangible values are 
relative. They rest on emotional ap- 
peal and must compete with other emo- 
tional appeals. Thus, if competing 
products do not stress their intangible 
values, relatively less effort is needed to 
establish a powerful intangible value. 
The cost of building these emotional 
influences rises with competition. 
Thus, competition in creating intangi- 
bles increases the cost of goods, and 
competition in creating intrinsic quality 
tends to reduce costs. 

During the past four years nationally 
and privately branded merchandise has 
practically replaced unbranded mer- 
chandise in almost all fields. Competi- 
tion among them in building up in- 
tangible values has had the tendency of 
increasing the cost of creating these 
values. 

In the beginning, manufacturers ap- 
proached only the ultimate consumer. 


As competition increased, it was neces- 
sary for manufacturers to start prcmo- 
tion to dealers by means of displays, 
advertising allowances, and direct pro- 
motion. Later the competition turned 
to dealer margins and, mostly at the 
dealers’ request, to resale price ma‘nte- 
nance. These steps have sometimes in- 
fluenced sales volume and have required 
the manufacturer to choose between pro- 
moting directly to the ccnsumer, allow- 
ing dealer competition to take care of 
price levels, and promoting directly to 
the trade by guaranteeing the dealer a 
minimum markup. Sometimes manu- 
facturers have used both these promo- 
tional methods. The guarantee of 
markup, which sometimes has a tend- 
ency to increase retail prices, is a direct 
result of the manufacturer-guided dis- 
tribution system in a btuyer’s market, 
where competition among brand manu- 
facturers strengthens the position of 
organized dealers for bargaining with 
these manufacturers. 


Wholesalers’ integration 


The wholesalers have done their most 
important integrating work in the food 
field, where voluntary groups have inte- 
grated from the wholesale to the retail 
level. In addition, in the dry goods 
field, integration has been attempted in 
a wholesale group by inducing manu- 
facturers to limit their sales to whole- 
salers and refuse to sell to retail stores 
directly, especially to chains. This lim- 
itation was the subject of a Federal 
Trade Commission complaint in April 
1939. 

In the food field the purpose of vol- 
untary co-operation is to eliminate sell- 
ing efforts between wholesaling and 
retailing, to confine the bulk of the vol- 
ume of affiliated stores to given whole- 
salers, and to co-ordinate the retailer’s 
promotions with those of wholesalers. 
Although the wholesalers have organ- 
ized this relationship with the purpose 
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of increasing the wholesale profit, the 
saving from eliminating marketing func- 
tions is likely to be divided between the 
wholesaler and the retailer in accord- 
ance with the bargaining power of each. 
Most wholesalers who have voluntary 
groups affiliated with them usually 
carry on a business with unaffiliated 
stores, and in the average only one-half 
of their business is transacted with the 
voluntary affiliates. In this way they 
continue the marketing function for 
one-half of their trade, and their operat- 
ing expenses are affected accordingly. 
Operating expense decreases as the pro- 
portion of business going to affiliated 
stores increases. 


Retailers’ integration 


The principal examples of integration 
at the retail level are the chain stores 
and the mail-order houses. Beginning 
as individual retail stores, they have 
added wholesale units and have inte- 
grated vertically to the extent of manu- 
facturing a number of their own prod- 
ucts. 

In the centrally owned chains, inte- 
gration has probably gone about as far 
as it economically can. Indeed, it ap- 
pears that in the largest chains the re- 
gional offices are to a great extent au- 
tonomous. 

The buying group and buying syndi- 
cate is another kind of integration at 
the retail level, and has arisen especially 
in the general merchandise and apparel 
field during the past twenty years. 
Some of these organizations began as a 
defense against merger movements in 
the department-store field. The main 
function of the buying groups is to per- 
form some of the wholesale functions 
for affiliated stores. They act primarily 
in the selection of resources, pooling the 
purchases of member stores, the pre- 
selection of merchandise, and market 
information service. In some cases 
they perform a creative merchandising 


function by establishing their own 
brands with manufacturing specifica- 
tions. 

Another type of integration at the 
retail level has been performed by the 
retailer-owned wholesale groups some- 
times called retailer co-operatives. 
They have operated primarily in the 
food field and to some extent in drugs. 
They are one of the most promising 
developments in retail trade today. 
They have become important only since 
1933. They consist of groups of retail 
stores which have joined together to 
perform their wholesale functions co- 
operatively. Their service and develop- 
ment are much like those of voluntary 
groups organized by wholesalers. The 
basic difference is in the fundamental 
approach. Wholesale-sponsored groups 
are exponents of the manufacturer- 
guided system, and the retailer co-op- 
eratives are of the retailer-guided plan. 

These three types of integration 
spring from the retailer-guided idea and 
present the major economic develop- 
ment in the field of distribution during 
the last twenty years. The centrally 
owned groups took the lead. The co- 
cperative groups came later in self- 
defense. Both have made considerable 
inroads on the manufacturer-guided 
system. 


Consumer co-operatives 


Consumer co-operatives are a kind of 
retail distribution which has a closer 
relationship with its customers than 
cther kinds of retail stores—the rela- 
tionship of ownership. This kind of 
retailing has not developed far in the 
United States, although recently it has 
manifested more rapid growth. In 
some fields, however, especially farmers’ 
purchasing co-operatives, these groups 
have grown at a much faster rate than 
their competitors. 

Their future growth depends on the 
extent to which they can take advan- 
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tagé of the participation of their mem- 
bers in management, and on their abil- 
ity to give better values—intrinsic and 
intangible—than their competitors in 
other lines. 


Tae Costs oF MARKETING 


How large are the marketing costs 
within the distribution process? Sta- 
tistical information about the costs of 
distribution is still meager and of lim- 
ited accuracy, and when we are asked 
to separate these costs as to physical 
distribution and marketing costs we 
must group operating expense break- 
downs where pcssible and estimate the 
rest. Here we have room for only a 
few pertinent examples, which can be 
presented at the manufacturer’s level 
and the wholesaler’s level. 

Manufacturers do not often separate 
manufacturing expense from distribu- 
tion expense. The census figures, valu- 
able as they are, have never been 
planned to answer questions of this 
type. As a result, schedule definitions 
of manufacturer distribution costs are 
inadequate for this purpose and the re- 
ported figures include not only manu- 
facturers who perform marketing func- 
tions but also those who do not. 

Thus, we are driven back to a 1931 
study by the Association of National 
Advertisers.” The story is told in Ta- 
ble 1. Distribution costs may be higher 
than today because of the unusual con- 
ditions of 1931, yet there is little reason 
to suppose that the ratio of physical 
distribution expense to marketing ex- 
pense has changed much since 1931. 


Manufacturers’ expense 


The table shows that as a weighted 
average for all groups, 68.6 per cent of 
the total manufacturers’ distribution 


? This study includes 146 manufacturers in 
18 consumer-goods fields Practically all these 
manufacturers perform a comprehensive mar- 
keting function. 


cost was spent on marketing, varying 
from 57.1 in petroleum products to 80.3 
in office equipment and supplies. 

As a whole, it is safe to say that for 
manufacturers who perform a complete 
marketing function and who represent 
more clearly the manufacturer-guided 
system of distribution, two-thirds of the 
manufacturer’s distribution expense 
goes to marketing, not only to the trade 
but also to consumers. 

How much goes to the trade and how 
much to the consumers? Special stud- 
ies by the Association of National Ad- 
vertisers from 1930 to 1935 throw some 
light on this point. From these studies 
we conclude that about 60 per cent of 
the advertising and sales promotion ex- 
pense is directed toward consumers, 20 
per cent is directed toward dealers, 
and the remainder is spent on co-op- 
erative advertising with dealers, di- 
rected toward consumers. On the av- 
erage, sales promotion expense amounts 
to about one-fifth of the total distribu- 
tion expense and one-third of the mar- 
keting expense. 

If we assume that advertising di- 
rected toward the consumer, whether 
the manufacturer does it alone or co- 
operatively with dealers, is not market- 
ing expense within the distribution 
process, we conclude thet about half of 
the distribution costs of the manufac- 
turers with fully developed sales organ- 
izations are spent on marketing inside 
the distribution process. This expendi- 
ture, as noted previously, adds nothing 
to the value of the procuct in the eyes 
of the consumer. 

If these figures are typical, the elim- 
ination of manufacturers’ marketing ex- 
pense by the retailer-guided system of 
distribution can save approximately 18 
per cent of the cost of goods paid by 
wholesalers or retailers. 


Wholesalers’ expense 
At the wholesale level the figures are 
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much more adequate. In Table 2 we 
see that 5.7 per cent of sales, or approx- 
imately half of the wholesaler’s distri- 
bution expense, goes for marketing. 
This is a smaller amount in proportion 
and in dollars than the marketing ex- 
pense of manufacturers, but it is still 
a substantial sum. It varies from 32.9 
per cent of expense and 5.0 per cent of 
sales in dairy products to 67.2 per cent 
of expense and 12.5 per cent of sales 
in radios. 

We also know how much marketing 
expense integration at the wholesale 
level can eliminate. In Table 3 
these facts are shown in the food field 
for full-service wholesalers, voluntary 
groups, co-operative groups, and chain- 
store warehouses. Operating expenses 
range from 8.9 per cent in full-service 
wholesalers to 4.0 per cent in chain- 
store warehousing. The fact that the 
voluntary-group wholesalers show higher 
costs than full-service wholesalers, in 
spite of greater integration, can be at- 
tributed to the fact that voluntary 
groups continue their marketing func- 
tions with respect to unaffiliated retail- 


ers, and in addition may be taking over 
some of the retail promotional and mer- 
chandising functions. 

The millions which go t> pay people 
and provide facilities engeged in mar- 
keting functions inside the distribution 
process doubtless add to he prices of 
goods bought by consumers. Presuma- 
bly, if these marketing expenses could 
be eliminated, consumers would have 
money to spend on additional goods 
whose manufacture and distribution 
would absorb most or all of the people 
who now add nothing to the intrinsic 
or intangible values in the consumer’s 
mind. From the strictly business in- 
terest of the consumer, therefore (we 
recognize that this is not the only con- 
sumer interest), the retailer-guided sys- 
tem of distribution is to be preferred. 


RESULTS OF ELIMINATING MARKETING 
FUNCTIONS 


To what extent has the shift from the 
manufacturer-guided system to the re- 
tailer-guided system been zoing on? 

Between 1929 and 1925 a marked 
change in distribution channels can be 


TABLE 3-—OPERATING RESULTS oF Four Tyres oF FULL-LINE GROCERY 
WHOLESALERS, 1935 























Wholesalera Voluntary- Retailer- 
(full-service and Group Co-operative aron 
hmuted-functicn)| Wholesalers ‘Warehouses 
Number of establishments 3,833 584 157 283 
Net sales $1,953,762,000 $578,019,000 $144,054,000 $1,560, 101,000 
Operating expenses, including pay roll 
Re Per cent to sales 89 10.1 5.2 4.0 
Employees (full-tume and part-time) aver- 
rage for year 67,563 21,684 2,821 20,422 
Sales per full- and part-time employee $28,918 $26,656 $51,065 $76,393 
Pay roll 
Amount $98,077,000 $35,775,000 $4,239,000 $27,240,000 
Per cent to sales 50 62 2.9 X 1.7 
Cost value of gales (reduced by expense) $1,779,877,182 | $519,639,081 $136,563,192 | $1,497,696,960 
Stocks on hand, end of year: 
Amount $242,071,0C0 $76,962,000 $14,176,000 $€4,147,000 
Per cent to cost value of sales 13 6 14.8 10.4 43 





Source: Full-Service and Limited-Function Wholesalers—Census of Business 1935, Wholesale Distribwison, vor I, 
Wholesalers and Retailer-co-operative Wareb —Census of B 

o-operative Wholesalers, Grocers 

ensus of Business: 1935, Retail Chasns, p. 39. 


Table 1, p XIX; Voluntary Grou 
ness: 1935, Voluntary Group and 
Chain-Store Wareho 








CUBE: 


usi- 


es axd Related Products, Table i, p. 11; 


THE ANNALS OF THE AMERICAN ACADEMY 


100 


‘sapp ssasngoof{nunpy fo wosngrayssg—cec6] ssauisng JO snsue7) t8oINUy 


"UOIJEULIOJUI a[qereduloo ON q 
"quao Jad J JO OT/] wey S89 » 






































99 106 |6T L'Z | GET|8 FE] 90 | 90 |9CL/ 019) FF | 6S 0°46 #£9'807'7 Sott}SNPUT SNOsUeT[aosI AT 
SIZ | €Pe1L0 | TOlPTE| F672] FO] OT 1 E'9S1 S22 | POTI OLT FOL P26 £167 Jojem pue ‘pugy ‘are ‘quewdimbo voreyiodsuesy 
SVPIiGIPISO | ZOLFL L9 | OC | PP 1 8'b2 1067) 107) SLI STS Q9E'EPZ'E (juew 

-dinbs uorjejiodsuel Surpnyour jou) Arauryoepy 
VIO; €9¢(/6'0 | ST | POL; e8 | TO | £0 1907/8471 89 | 6S 6°S6 $r8'09S'T sjonpoid 1139y} pue sjeu snosajUONy 
8'6S | 8°SS | FO Sr ICE | CO | O | KET] Tre | etz] 6s 678 6S0'7ES‘¢ g syonpoid 1134} pue [9e3s pue uoy 
OTE Soe | Thr | LTICAITI | CO) TO | 88] 86r | ESZ OF eo e6 €ES'S88 syonpoid ssej3 pue ‘Aep ‘auos 
PSL SFT fo | FOJOTHITESE| LT] Le TL ots; os7 | OTI ez O16 98Z‘99I'T SAINJOBINULUT $}! pue 134e 
C'GTIOSTITO | TOG YST] LT] SO]6STI TOT OEF | LIF S'F6 $66'SS9 syonpoid saqqny 
oor) s°8 | TO » (OT |CS | PP | OL 1 9°6T | O'8T | ET | T 09 T'S8 POT TEST yeoo pue umajorjad jo syonporg 
GOE;SESTES | OT [EST L2T] €O | SO | OTE] T6e] 2:02 | eI 706 PLT'EBS'Z syonpoid parje pue speorwayo 
SIS) a |6OT} a JEBI] a | — | e {HBT} « | — | « TIG | O6E'LE Zurysyqnd pue 3opuug 
OPS|STS|TO | » 189 zs | — | — Iree|roeigss jee OF | LSS'T67'T syonpoad pare pue sedug 
OZE)S8E| TH | 801960) SZ] ELT] CT] Tle) TOES | SF 706 SLS‘87S'T sjonpoid 383104 
GOT; OET OZ | PE LEsSs| sos] TS | OF ESTIZ SF |gs $06 LTP'EZS'S sponposd xay} pue sapxƏL 
6L 69 TS | SITELI TOT| SE | TE |S Bt | OTE | Ste | yT? T06 686'0SF'G syonpoid paipuly pue poog 
OFZ | 097 ea BT JETZTO] TT | PZ | ELe | STE] 9°07 | OST TL8 098'ZIZ'8E$ SƏMJSNPU]L [JE 'JeIOL, 
SEGT | 6Z6T | SEGT | 6ZGT | SEGT | 6Z6T | SEGT | 6T6T | SEGT [azar SE6T | 6z61 

bit Sas) 
WOL (000 PPY) 

KN II sumsuop (sa101S$ 8303S səqqof soqoueig jo TRL 
2M0 pue | poqgəanoğ | TID Oar) ] nea pue asaq | 3039 40g Ananpur 
TeEysnpuy BMA uno s1aresa ogM uso , 











SHTVS CHLNIMISIQ 40 LNEQ AAJ—NOILNSIAISIQ 40 SIANNVHD 











(S€61) STIVS AAINATALSICI 











SEGI ANY 626] ‘SHRILSOGN] GHLOAISS AOA SATYS SATANIOVAANYW JO NOILNSINISIq—F HTAYL 


THE COMPETITIVE STRUGGLE FOR MARKET CONTROL 


noted. It is shown in Table 4. Distri- 
bution through manufacturers’ own 
wholesale branches increased from 18 
per cent in 1929 to 20.6 per cent in 
1935. Distribution through their own 
stores, however, declined from 2.4 per 
cent to 2.2 per cent in the same period. 
Manufacturers’ distribution directly to 
retailers, including chains, gained from 
20.0 per cent in 1929 to 22.9 per cent 
in 1935. The share of independent 
wholesalers and jobbers was reduced 
from 31.8 per cent in 1929 to 27.3 per 
cent in 1935. The majority of the dif- 
ferent merchandise groups show trends 
that are parallel to the average trend. 
The exceptions are in petroleum, coal, 
and miscellaneous groups in which the 
wholesaler gained during the six-year 
period. Distribution direct to retailers 
gained in all groups except petroleum, 
coal, miscellaneous groups, and rubber 
products. The drift is from the un- 
integrated toward the integrated plan. 
The small shifts in percentages, when 
they are applied to the total volume, 
amount to significant changes in our 
economic system. We look to the 1940 
census to know whether this change is 
continuing. 

At the wholesale level the shifts are 
noted in Table 5. The number of es- 
tablishments of the independent whole- 
saler has increased, thus dividing the 
existing business among more units. 
The other types of wholesaling have re- 
mained much the same. 

The sales volume per establishment 
shows the drift. The independent 
wholesaler has the smallest establish- 
ment and the greatest decline in the 
average sales per establishment. On 
the other hand, chain-store warehouses 
have the largest average sales per estab- 
lishment. Operating expense figures in 
wholesale units, according to the census, 
show a definite decrease with increasing 
size of unit, which continues to an av- 
erage annual sale per unit of more than 
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one million dollars in most merchandise 
groups. Small independent wholesalers 
have higher operating experses not only 
because they perform more marketing 
functions but also because of the rela- 
tively inefficient size of the average 
establishment. The independent whole- 
saler, in spite of the increase in the 
number of establishments, is being 
squeezed out. 


At the retail level 


At the retail level, the shift toward a 
retailer-guided system of distribution 
cannot be comprehensively cescribed 
with the existing figures. Large chains, 
mail-order houses, large department 
stores, and retail co-operatives are the 
principal examples. Although their 
share of the total of retail distribution 
may be estimated conservatively at 40 
per cent, it may go as high as one- 
half of the total volume or consumers’ 
goods, 

Retail co-operatives, chaia stores, and 
large mail-order houses have been out- 
standingly successful, especially in re- 
cent years. Our only numerical exam- 
ple must come from the general mer- 
chandise groups. This field has become 
increasingly important, although it is 
not yet so highly organized as the food 
field. 

Inside the general merchandise field 
the major shift in distribution by kinds 
of stores is shown in Figure 11. This 
group increased its proportion of the 
total retail volume between 1929 and 
1937, although it has lost some of the 
gain which it showed in “933. It is 
clear that an increasing amount of mer- 
chandise is distributed through the gen- 
eral merchandise stores. Within this 
field, department-store chains, variety 
stores, and mail-order houses have 
shown substantial increases at the ex- 
pense of the department stores and the 
other types of general merchandise 
stores. Department stores grew up in 
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THE COMPETITIVE STRUGGLE FOR MARKET CONTROL 


a seller’s market and gave the key posi- 
tion in their internal structure to the 
buyer. Although the market situation 
has changed, department stores are just 
now becoming aware of the need for 
revamping their internal structure to 
emphasize their selling and to take ad- 
vantage of the retailer-guided system. 
The shift is not merely from small 
stores to large stores. Instead, it is to- 














(1929 = 100) 


compared with sales of all retailing 





Sales of the general merchandise store group 
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Percentage distribution of sales by kind of business in the 
general merchandise store group 
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ward establishments which are operated 
as retailer-guided systems. 


As affecting profits 


Since the major aim of each privately 
owned enterprise is net profit, the pic- 
ture would be incomplete without some 
discussion of this point. Figure 12 pre- 
sents profit trends in relation to sales in 
a number of selected types of retail es- 


American Retail Federation 


Fic. 11.—Shifts in the General Merchandise Store Group 1929-1937 


1933 1935 1937 


Source: Bureau of Census 


1929 


104 


tablishments, and in all incorporated 
retail businesses as reported by the Bu- 
reau of Internal Revenue. These two 
groups are not directly comparable. 


Percent of 
net sales 


1833 
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The Internal Revenue figures represent 
profits as reported for income tax pur- 
poses, and these purposes permit cer- 
tain deductions, as well as being stated 


„Percent of - 
net sales 


1934 


Source. Fairchilds financial manual, Harvard University, Bureau 


of Business Research, and Bureau of Internal Revenue 


American Retail Federetion 


Fic. 12 —Profit Ratios of Retail Corporations in the General Merchandise Field, 1929-1938 
(Shown in percentages of net sales) 
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in terms of gross income rather than in 
terms of sales. Thus Internal Revenue 
figures have a tendency to be somewhat 
lower than the reports of profits as a 
percentage of sales. Moreover, the fig- 
ures reported in the Fairchild’s Finan- 
cial Manual are without doubt from 
better-than-average corporations. With 
these limitations, however, it is clear 
that the retailer-guided groups rather 
than the manufacturer-guided groups 
show the higher profit rate. Variety 
stores, the large mail-order houses, and 
the department-store chains are the 
groups which show the higher rate of 
profit—higher than the department 
stores and higher than the average of 
all incorporated retail businesses as re- 
ported by the Bureau of Internal Rev- 
enue. 

There is thus a shift of distribution 
from isolated to integrated distributive 
channels, and among those which are 
integrated, the retailer-guided systems 
show better volume gains and better 
profits. 


Laws RESULTING FROM COMPETITIVE 
STRUGGLE 


The struggle between the manufac- 
turer-guided and the retailer-guided 
systems of distribution has been so in- 
tense that it could not help spreading 
beyond the business field into the socio- 
logical and political areas. This strug- 
gle is responsible for most of the Fed- 
eral and state laws affecting distribu- 
tion, enacted during the last decade. 

We speak here of chain-store taxes, 
the Robinson-Patman  anti-price-dis- 
crimination act, the fair-trade laws, and 
the anti-loss-leader laws. We speak of 
them without passing judgment on 
them, but simply to point out their 
relationship to the struggle between the 
older and newer types of distribution. 

The chain-store tax laws grew out of 
the resentment against the most rapidly 
growing exponent of the retailer-guided 
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system. Chains had concentrated pub- 
lic attention on their merchandise and 
their prices, and were vulnerable with 
respect to their public relations. 

The Robinson-Patman Act was di- 
rected against the large buying power 
of the integrated distribution system. 
It was expected to equalize prices be- 
tween large and small establishments 
and to eliminate discounts which came 
from power rather than from savings. 
The effects of this law have been im- 
possible to evaluate, although there is 
no doubt that it has changed many 
trade practices. 

The fair-trade laws and the anti-loss- 
leader laws are less directly the result 
of the competitive struggle. The fair- 
trade law is the logical result of a 
manufacturer’s brand distributed in a 
buyer’s market. The manufacturer’s 
interest is mass distribution and low 
distributive costs, and he is willing to 
grant to the distributor only as much 
margin as he is compelled to grant. 
The fair-trade Jaws have been used as 
an instrument by retailers ard whole- 
salers to obtain their share of profits 
from the distribution of manufacturers’ 
brands by compelling the manufacturer 
to contribute to the retailer’s and the 
wholesaler’s disitribution expense. With- 
out manufacturers’ brands there would 
be no need for fair-trade laws. 

Anti-loss-leader laws have been at- 
tempted primarily in the food group to 
accomplish the same purpose as the 
fair-trade laws in the drug group and 
other groups. In food, more rapid price 
fluctuations and the multiplicity of 
products are considered to make the 
fair-trade laws difficult to operate. 
Anti-loss-leader Jaws work to protect 
the unconnected distributor against 
sharp price cutting by the integrated 
distributor. Minimum prices may be- 
come maximum prices, especially where 
the law permits the use of an industry- 
wide basis to determine costs. 
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In the competitive struggle the tradi- 
tional distributive channels have gone 
to law for the protection of their inter- 
ests against the manufacturer’s short 
cut to the consumer. They have tried 
to soften, and to an unknown extent 
have succeeded in softening, the strug- 
gle at the economic level. The laws 
have been enacted too recently to judge 
their effects, but it is clear that their 
effect has been less than their sponsors 
had hoped. 


Concusions ° 


We have shown the origin, the devel- 
opment, the causes, the advantages and 
disadvantages under different market 
situations of the two types of major 
distribution systems which make up the 
competitive struggle for market control. 

The change from one system to the 
other will probably continue, because 
the retailer-guided system, judged by 
the existing evidence, seems better 
adapted to the situation of a buyer’s 
market, and because it does not now 
seem likely that this situation will again 
be reversed in the calculable future. 
Indeed, the recourse to law may even 
speed up the development of the re- 
tailer-guided system to a point involv- 
ing major dislocations in distribution. 
Without chain-store taxes, for example, 
it seems unlikely that we should have 
seen the rapid development of super- 
markets. And without the fair-trade 
laws we might not have had the rapid 
development of private retail brands 
resting on an appeal to economy. 

Moreover, there is no need to sup- 
pose that the trend toward a retailer- 


8 Much of our information about the dis- 
tributive system is sketchy. What informa- 
tion we have comes primarily from the Census 
of Business. What we need will come from 
later censuses of business, in the planning of 
which we hope to find recognition of the 
economic, social, and political significance of 
the competitive struggle for market control as 
described here. 
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guided distribution system requires the 
elimination of the small retail establish- 
ment. The retail co-operatives, espe- 
cially in the food field, have proved be- 
yond question that small retailers do- 
ing their own wholesaling can compete 
successfully with large centrally owned 
organizations. The movement has be- 
gun in the furniture field and in other 
fields, and is a development which takes 
advantage of current conditions and 
copies the methods of the most success- 
ful groups. 

It is also wrong to suppose that the 
retailer-guided system of distribution 
will eliminate manufacturers or adver- 
tisers or wholesalers. It is likely to 
change their functions. It is relieving 
manufacturers of many difficult dis- 
tributive situations and permitting them 
to concentrate on problems of produc- 
ing. It is putting many advertisers to 
work in the service of retail merchants. 
Even in fully integrated distribution, 
wholesale functions must always be per- 
formed, although the improvement of 
communication and transportation has 
made them less important, so that even- 
tually they are likely to be affiliated 
either with manufacturers or to a 
greater extent with retailing. The re- 
tailer-guided system means primarily a 
shift of functions and the elimination 
only of those which do not add to the 
intrinsic or intangible value of the prod- 
ucts in the consumer’s view. As these 
savings accumulate and are passed 
along to the consumer, he will have 
additional money to spend on additional 
products which in turn must be made 
and distributed. 

For the retailer, the implicatior of 
the retailer-guided system is one of 
new responsibilities. He must take 
himself seriously as the purchasing 
agent of consumers. He must discover 
what his customers want, rather than 
pushing into their hands whatever he 
may happen to have. He must trans- 
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late these wants into creative merchan- 
dising terms in collaboration with his 
resources, not only in quality but in 
quantity too. The wise placing of or- 
ders of carefully chosen merchandise 
will have much to do in reducing manu- 
facturing fluctuations and factory un- 
employment. 

If this responsibility grows in the 
awareness of retail merchants they can- 
not help becoming interested in the to- 
tal economic problems of the Nation. 

Manufacturer-guided distribution will 
probably never completely disappear. 
There are new fields of pioneering 
where the initiative is likely to be taken 
by the manufacturers, especially in the 
field of high unit-price items in which 
manufacturers alone can afford to cover 
the entire market. In addition, the 
smallest distributive outlets—the thou- 
sands of retail stores which do less than 
$10,000 a year—will have to depend 
on the manufacturer-wholesaler-guided 
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distribution system to become intelli- 
gent interpreters of consumer demand. 
The burden here will fall on the whole- 
salers who will need to perform for 
them the function which would nor- 
mally fall to retailers in a retailer- 
guided system. In this position, the 
wholesaler will be not unlike the man- 
agers of small chains. 

Thus if there is any distribution ex- 
pense which can be called wasteful in 
the eyes of the consumer, iz is the 
money that is spent on unproductive 
pulling and hauling inside the distribu- 
tion process, which can be eliminated 
without any visible loss to the con- 
sumer. Its elimination is an important 
saving and is measured probably in the 
hundreds of millions of dollars. 

The savings will come slowly. Too 
rapid a change will too greatly upset 
our economic and social balance. But 
the evidence is on the side of these sav- 
ings. 


David R. Craig, Ph.D., is president of the American 
Retail Federation, Washington, D. C., and member of 
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Pricing Processes and Policies 


By Corwin D. Epwarps 


RICES are less central in business 

than in economic theory. Curve 
analysis of price determination has led 
economists to think of the relation of 
price to cost as the central problem not 
only in political economy but also in 
the pursuit of profits by business men. 
To business managers such problems as 
maintaining sales or working capital are 
at least equally pressing, and the higher 
strategy of trading in future business 
opportunities, whether in the form of 
going concerns, patents, or other crys- 
tallized advantages of position, is often 
of still greater concern. Hence the con- 
stant attention of the chief executive is 
rarely focused upon prices. Rather, the 
pricing process is usually conceived as a 
semi-automatic part of a complex ma- 
chine, designed to provide satisfactory 
margins per unit of sale without requir- 
ing much detailed attention by the man- 
agement. 


RESPONSIBILITY FOR PRICES 


Even the present limited managerial 
attention to prices has developed slowly. 
Two generations ago the negotiating of 
prices was left largely to traveling sales- 
men and retail clerks. Upon contracts 
large enough to be negotiated by sales 
executives, prices were debated along 
with the other terms’ of sale; but upon 
small transactions, which preponderate 
in most industries and trades, the man- 
agement did no more than set lower 
limits to permissible price concessions, 
goad salesmen whose realized prices 
were below average, and urge the staff 
to charge the buyer as much as pos- 
sible. Most prices varied considerably 
from transaction to transaction accord- 
ing to the skill and the eagerness of the 
higglers. 

As managements have realized the 


desirability of more responsible price 
decisions and less variable prices, prices 
have been increasingly subjected to pol- 
icies determined at higher levels. In 
retailing, .quicker sales and a better 
reputation were attained by transferring 
discretion over price from clerks to the 
department manager or his superiors. 
In manufacturing and wholesaling, it 
became a general practice to quote firm 
prices, from which concessions could be 
made only by the sales executives. The 
minor executives who determine prices 
in most large enterprises are often re- 
quired to adhere to pricing policies 
adopted by one or more of the chief 
executives. There has been little study 
of the location of responsibility for 
price decisions in modern industry, and 
hence nobody knows the breadth of the 
price decisions made in various indus- 
tries at each level of the executive hier- 
archy. In spite of the variations from 
industry to industry, there probably is 
some similarity of pattern extending 
across different industries in concerns of 
similar size. However, the few avail- 
able illustrations suggest that the tend- 
ency toward centralized control over 
price policy has not been greatly modi- 
fied by the character of markets or the 
structure of costs. 

The increased attention of the chief 
executives to price policy expresses the 
growing awareness of management that 
broad decisions about price levels or the 
structure of relative prices are of major 
importance, even though many subordi- 
nate questions of pricing are not. Yet 
even now, certain prices perversely fail 
to reflect cost or to encourage latent de- 
mand, largely because of the relatively 
casual attention given to price policy 
by business executives. 

This growing subjection of prices to 
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business policy has obviously made 
prices less responsive to many local and 
transitory environmental influences. 
When the salesman or sales clerk made 
price decisions, the variation of custom- 
ers in willingness to buy could be recog- 
nized, case by case, by price adjust- 
ments, and so could minor variations in 
the ‘attractiveness of making the sale. 
With price decisions centralized, the so- 
called prices are standing price offers 
which are not readily accommodated to 
individual cases. Some prospective cus- 
tomers are lost although a concession 
might have closed the sale; some oppor- 
tunities to charge more cannot be 
seized, whether they arise from the buy- 
er’s wealth or eagerness or from peculiar 
trouble which the seller must take in 
supplying a particular customer. A 
price policy reflects only market condi- 
tions which are widespread and sus- 
tained. It reflects changes in these con- 
ditions only when they have persisted 
long enough to convince the manage- 
ment that it is confronted with a trend 
rather than an aberration. The whole 
price structure becomes more reliable 
but less responsive. 

This decrease in price flexibility is 
important only if the environmental in- 
fluences which price no longer reflects 
are important. Doubtless there is ad- 
vantage in the increased stability of 
prices from sale to sale, provided prices 
change freely enough to conform to un- 
derlying economic trends and significant 
economic fluctuations. But in so far as 
managerial policies resist change more 
stubbornly than the previous relatively 
uncontrolled pricing system, prices may 
become less effective shock absorbers of 
economic change and may leave more 
of the impact to be borne in the form 
of fluctuating output and employment. 


Basis OF EXECUTIVE DECISIONS 


The likelihood of such a result de- 
pends upon the adequacy of the man- 
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agement’s information about changing 
conditions and upon the point of view 
of the policy makers toward price 
change. Every depression shows that 
some business men regard extreme fluc- 
tuations in their sales as no justification 
tor price change or as ground for only 
very slow and limited changes. It is 
obvious, too, that significant informa- 
tion about inventories in buyers’ hands, 
unsold inventories of competing sellers, 
the trend of costs, and the trend of buy- 
ers’ incomes either cannot be obtained 
or is available in inadequate samples 
after long delay. Since many business 
men fail to use even the available in- 
formation, the extent of the policy mak- 
er’s knowledge is likely to be as impor- 
tant as his policy. 

Even by the most careful executives, 
however, a price policy is developed 
largely by rule of thumb. Executive 
decisions must be made quickly and 
must be applied readily by subordi- 
nates, whereas the analysis of cost and 
demand factors on the basis of even the 
limited available information is a subtie 
and time-consuming process. When the 
Federal Trade Commission examines 
cos: records in enforcing the Robinson- 
Patman Act, it typically finds that the 
management has no satisfactory cur- 
rent information about the relative cost 
of serving different classes of customers. 
In one extreme case, a special analysis 
showed that nearly a third of a manu- 
facturer’s gross volume of sales involved 
transactions so small that the selling, 
clerical, and delivery expense alone 
equaled the sale price. Similarly, the 
Department of Justice has repeatedly 
found that concerns operating under 
basing-point systems have only a rough 
record of the geographical distribution 
of their sales and have never compiled 
infcrmation to show the probakle effect 
upon their mill realization if they should 
modify their geographic price struc- 
ture. 
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Executive policies are seldom based 
upon systematic consideration of the 
theoretically available alternatives. 
They start from an existing price struc- 
ture and, in a going concern, from ex- 
isting policies. They economize effort 
by assuming that well enough can be 
left alone. They deal with problems 
which thrust themselves forward be- 
cause of such factors as buyers’ com- 
plaints, competitors’ pressure, and new 
laws. In meeting such problems, execu- 
tives cannot afford to make a total anal- 
ysis of the economic environment, but 
must seek relatively simple standards 
of decision which can be frequently ap- 
plied. Typically the issues may be 
formulated in several ways and more 
than one type of information may be 
used as a rough guide for action. Con- 
sequently managerial policies vary even 
under similar circumstances. Any one 
industry is likely to include concerns 
whose policies about prices are formu- 
lated in different organizing concepts, 
guided by different types of informa- 
tion, and thus expressed in different 
responses to the same environment. To 
predict the market price, one would 
need to know not only the underlying 
demands and costs which are tradition- 
ally expressed in a curve analysis of 
prices, but likewise the traditions and 
policies of concerns trading in the mar- 
ket. 

The influence of business policy is 
limited in degree by the competition of 
rival enterprises. When different con- 
cerns establish sharply different price 
levels or price structures for their re- 
spective products, competition between 
them is likely to exert pressure upon 
each concern at points where its prices 
are higher than those of its rivals. 
Where there are large and sustained 
price differences, this pressure is likely 
to induce changes in policy which will 
make the various prices mote nearly 
uniform. 
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But the elimination of extreme dif- 
ferences does not destroy variety. A 
concern will fail to see clearly the ad- 
vantage of certain price changes whose 
effects are not high-lighted by the organ- 
izing concepts and types of information 
used. For example, if the management 
does not analyze separately the price- 
cost relationships for different products 
in a line, the concern may fail to ask 
relatively high prices for its slow-mov- 
ing items. Moreover, the management 
will ignore advantages which might be 
achieved by making decisions at more 
frequent intervals or about smaller 
groups of transactions. If prices are 
reconsidered every three months, chang- 
ing business conditions within the three- 
month period are not likely to lead to 
price change even when it would be ad- 
vantageous. The blind spots in each 
price-making formula have their own 
special manifestations in the market 
and their own special capacity to hide 
the desirability of responding to a com- 
petitor’s pressure. Indeed, variety in 
methods of price making and in the re- 
sulting prices so persistently character- 
izes competitive enterprise that the 
agencies which enforce the antitrust 
laws look with extreme suspicion upon 
a uniform price structure or a structure 
of uniform price policies, as prima facie 
evidence of collusion. 

The diversity of price policies is en- 
hanced by the fact that pricing involves 
judgments about the future. The fu- 
ture is implicit in estimates of cost. 
Suppose, for example, that a concern 
producing 100,000 units per week meets 
an increase of sales which calls for a 
production of 120,000 units per week. 
By working the existing labor force 
overtime and by operating certain ma- 
chines at an excessive speed, the extra 
output may be obtained without em- 
ploying additional men or equipment. 
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If the increased sales are expected to 
last only a week or two, such extra- 
ordinary demands upon plant and work 
force may be the most economical way 
to increase production. If, however, it 
is believed that the additional demand 
will endure long enough to justify the 
hiring and training of additional work- 
ers, an increase of work force will un- 
questionably lower the labor cost of the 
enhanced production. Similarly, with a 
more enduring program it probably will 
be cheaper to put certain semi-obsolete 
machines back into production than to 
overwork the machinery already in use. 
If the increased demand is likely to con- 
tinue still longer, the management may 
prefer to scrap its obsolete machines 
and to invest in relatively inexpensive 
new machinery. As the expected dura- 
tion of the extra sales increases, the per- 
manence and probably the original cap- 
ital cost of the extra equipment is likely 
also to increase, and each such increase 
is likely to mean a lower unit cost than 
if production were undertaken by more 
makeshift methods. The productive 
process used will also depend upon 
whether this increased volume of sales 
is expected to be regular or intermittent, 
and whether the sales fluctuations are 
expected to be wide or narrow. 

If an infinite number of technical de- 
vices were available to the management, 
there would be theoretically an infinite 
number of potential levels of cost in 
producing an additional 20,000 units; 
and although such infinities are unreal- 
istic, the available techniques of pro- 
duction usually admit several ideas of 
cost, each appropriate to a different 
idea about the trend of the future mar- 
ket. Hence, concerns identical in every 
respect except their anticipations about 
sales might be expected to demand dif- 
ferent minimum prices for a given in- 
crease of output. 

This brief summary of the role of 
price policy in the pricing process shows 
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that what follows must be fragmentary. 
Price policies have not yet been satis- 
factorily classified and subjected to gen- 
eralization. The endeavor here will be 
to describe a few of the more obvious 
types of policy toward a few of the 
more conspicuous price decisions and to 
indicate some of the considerations be- 
hind such policies. 


RELATIVE EMPHASIS ON PRICE 


An initial policy question which con- 
fronts almost every enterprise is how 
far price shall be emphasized in mar- 
keting strategy. Some manufacturers 
and distributors cultivate a reputation 
for low prices and, to support it, usually 
take the lead in price reductions or en- 
deavor to maintain a level of prices 
somewhat lower than their rivals. 
Sometimes, as with Henry Ford in the 
early days of the automobile industry, 
the price cutting expresses leadership in 
passing on economies to the consumer 
and thereby developing a mass market. 
Sometimes, as in the case of Macy’s re- 
tail store, it expresses a systematic use 
of a low price reputation as one form of 
selling appeal. By contrast with this 
emphasis upon low prices, many con- 
cerns deliberately divert the buyer’s 
attention from price and make it diff- 
cult for him to compare their prices 
with those of competitors. Differentia- 
tion of products, cultivation of a repu- 
tation for quality, and intensive sales 
effort thus become frequent alternatives 
to a low price policy. In some cases 
the seller who takes this approach to 
his market attempts to charge the 
modal price in order that there may be 
no buyers’ resistance. In other cases he 
uses his sales policy as a means to set 
prices higher than those of most rivals. 
The latter alternative is peculiarly 
probable in those markets in which the 
buyer is impressed with the importance 
of quality but has difficulty in identi- 
fying it, for there the high price may 
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in itself be supposed to indicate that 
the goods are worth the money. 

Within wide limits a high, modal, or 
low price policy may be chosen by the 
executives concerned. In general, how- 
ever, a high price policy will be most 
successful where the customers are pros- 
perous, the goods subject to nonquanti- 
tative tests of quality such as style or 
beauty, and the customers uncertain 
about the relative values of rival prod- 
ucts. In some cases the systematic pur- 
suit of higher prices by most concerns 
in an industry has, over a period of 
time, conspicuously raised the average 
level of price. The success of a low 
price policy is most probable in markets 
in which there are considerable latent 
demards at lower prices; and in such 
markets the concerns most likely to use 
the policy successfully are those with a 
relatively high physical efficiency and 
with operating methods designed to 
take advantage of opportunities for in- 
creased mass production. Ey an ag- 
gressive use of low price policies much 
of the economy of mass production has 
been reflected in the price levels of cer- 
tain industries. Nevertheless, the tech- 
nologically progressive alumirum indus- 
try charged the same ingot prices in 
1939 as in 1911; and the sellers’ em- 
phasis upon fashion has not prevented 
a gradual decrease in the average price 
of women’s hats. 


Price CLUSTERS 


In most cases, high and low price 
policies do not prevent competitive 
prices from clustering relatively near 
each other. Instances such as Listerine, 
in which before resale price mainte- 
nance the retail price in a large city 
varied from 49 cents to 89 cents, are 
relatively rare." Even the most adroit 
selling effort will not suppcrt extreme 
extra charges, and those who appeal to 


1 Druggist’s Circular, March 1937, pp 22- 
25. 
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the consumer by low prices usually find 
that a small reduction will attract most 
of the people who would be attracted by 
a large one. Indeed, on many com- 
modities a price far below the market 
may arouse the buyer’s suspicion of the 
quality of the goods and thus deter 
rather than stimulate sales. Accord- 
ingly, the seller’s emphasis upon prices 
is significant chiefly for its influence 
upon the trend of prices over a period 
of time. 

In some industries this tendency of 
prices to cluster together produces a 
graduated series of price levels with 
very few prices at intermediate points.? 
In such cases the selection of a high or 
low price policy is likey to involve no 
more than the determination of which 
cluster one will join. Nevertheless, 
even in the markets for women’s dresses 
a few sellers experiment with prices 
slightly below or slightly above a par- 
ticular recognized market price. 


SELECTION oF Price LEVEL 


The most conspicuous and important 
price decision is selection of the level of 
price. In some enterprises, particularly 
those which change prices as seldom as 
possible, each alteration of price level 
involves a policy decision. Confronted 
by changing competitive prices, chang- 
ing costs, or changes in volume of sales 
or orders, the management may marshal 
information to determine whether its 
price should be charged, and if so, 
how much. Such case-by-case proce- 
dure requires no cons:stency, either in 
the basis for deciding to act or in the 
achievement sought by the change. At 
one time prices may be reduced to keep 
workingmen employed and to regularize 
output, later to tap z new market, to 
retaliate against a rival’s price cuts, to 


2 United States Bureau of Labor Statistics, 
Price Behavior and Business Policy (Report 
to the Temporary National Economic Com- 
mittee), Vol IV, p 378, Appendix IL 
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discourage a potential competitor from 
entering the business, or to decrease the 
possibility of an antitrust investigation. 
Similarly, a price increase may at vari- 
ous times reflect rising prices of mate- 
rials or labor, a present shortage of 
goods, an anticipated future shortage 
appearing through a growth of unfilled 
orders, a more firmly established public 
good will which brings greater inde- 
pendence of competitors’ prices, or even 
a decline of sales which makes the seller 
believe he needs a higher unit price to 
obtain the requisite gross income. At 
one time the price maker’s attention 
may be focused chiefly upon his costs, 
and at others upon his sales, his inven- 
tories, his relative proportion of the in- 
dustry’s sales, his net operating income, 
his unfilled orders, or the climate of 
opinion which momentarily prevails in 
the business community. If the criteria 
of decision change frequently, they 
scarcely express a policy; and yet, since 
particular business men emphasize cer- 
tain grounds for action more frequently 
than others, a line of policy may emerge 
in the succession of events. 

The more interesting policies, how- 
ever, are those which are crystallized in 
formulas for use in a series of price 
decisions. Such formulas develop when 
many commodities must be priced or 
when price decisions are too frequent 
for the management to analyze each 
case. At one extreme the formulas 
crudely allow for one or two of the most 
obvious factors bearing upon prices. 
At the other extreme they may reflect 
a wide variety of factors and correlate 
price policy with policies toward pro- 
duction, new investment, and financial 
management. 


PRICE LEADERSHIP 


Perhaps the simplest price formula is 
that which makes one concern’s price 
depend directly upon another’s. In the 
Temporary National Economic Com- 
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mittee’s beryllium hearings, a small 
manufacturer testified that he always 
automatically follows the price estab- 
lished by one of his larger rivals.” The 
question of whether that rival’s price 
policy was appropriate to his costs, sales 
volume, and selling opportunities either 
was not faced or was overridden by 
more cogent reluctance to act independ- 
ently. In some industries price leader- 
ship appears in an established price 
differential rather than in identical 
prices. The smaller concern, unable to 
manufacture a full line, to undertake in- 
tensive selling, or otherwise to match 
the appeal of its larger rival, wins cus- 
tomers by quoting slightly lower prices. 
A change in the large concern’s price 
becomes a basis for an offsetting change 
in that of the small concern. Appar- 
ently a considerable number of small 
enterprises and even some large ones 
regard such acceptance of price leader- 
ship as an adequate price policy. 

But price leadership is more fre- 
quent apparently than actually. In in- 
dustries in which collusion or s:ubborn 
policies of avoiding price change have 
led to long periods of inflexible and 
identical prices, business men who are 
asked to explain their price policy usu- 
ally say that they follow the leadership 
of others—that they are unwilling to 
take less than the going market price, 
but cannot get more.* In some indus- 
tries everybody describes himself as a 
follower, so that, according to the offi- 
cial explanation, it is impossible to see 
how the price can ever change. 

In distribution, price leadership often 
supplements other methods of pricing. 


8 Hearings before the Temporary National 
Economic Committee, 75th Cong, ist Sess, 
Feb 28, 1939 to May 9, 1939, Part 5, Devel- 
opment of the Beryllium Industry, pp 2085- 
90. 

4 Hearings on S. 4055 before the Committee 
on Interstate Commerce, United States Senate, 
74th Cong, 2nd Sess, pp. 45, 49, 66, 566, 592, 
595, 607, 612 
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A department store, for example, may 
adopt a general price policy designed to 
control the level of prices in its various 
departments. Within any one depart- 
ment, however, there are many articles 
to be priced, and the individual prices 
cannot be controlled by formula. A 
staff of paid shoppers visits rival de- 
partment stores to report cases in which 
their employer is being undersold. 
These particular prices are adjusted 
downward on the principle of price 
leadership, while the general level of de- 
partmental markups is set upon some 
other principle. 


SPECIFIC FORMULAS 


The more elaborate pricing formulas 
require illustration. Apparently price 
change by the United States Steel Cor- 
poration is influenced by analysis of 
the “break-even” point. This point is 
the ratio of operations to capacity re- 
quired at a given price level to cover 
the company’s costs. Lower operating 
ratios mean loss, and higher operating 
ratios mean profit. The company cal- 
culates its break-even point for the ex- 
isting level of prices and also for various 
alternative levels. Considering the 
change in sales anticipated from a price 
change, it determines whether, in rela- 
tion to the new break-even point, the 
new operating ratio will be more or less 
profitable than the old. A spokesman 
for the company before the Temporary 
National Economic Committee used 
this type of analysis to conclude that 
price reductions upon steel would mean 
staggering losses." The controversy 
over his assumptions and statistical 
technique is not relevant here, since this 
article is not a critique of particular 
price policies. It should be noted, how- 
ever, that the official version of the pol- 


5 Verbatim Record of the Proceedings of the 
Temporary National Economic Committee, 
Vol. XI, No. 6 (Washington: Bureau of Na- 
tional Affairs, Jan. 23, 1940), p. 231. 


THE ANNALS OF THE AMERICAN ACADEMY 


icy implies that steel prices will change 
only as costs change, ar.d consequently 
does not explain even the limited num- 
ber of price changes which the United 
States Steel Corporation has made in 
the last few years. Presumably there 
are other elements in the company’s 
price policy which have not been pub- 
licly described. 

The price policy adopted by General 
Motors after the depression of 1921 has 
been authoritatively described.* This 
price policy relied upon two basic con- 
cepts: (1) economic return attainable, 
which was interpreted as the “highest 
rate of return which can be obtained 
upon capital, consistent with a healthy 
growth of business,” and (2) standard 
volume, which was the percentage of 
capacity regarded as the normal operat- 
ing ratio after considering the magni- 
tude of sales fluctuations, the desira- 
bility of maintaining excess capacity for 
emergency use, and the like. The pric- 
ing formula was developed to yield cost 
plus the economic return attainable 
when operating at the standard volume, 
and fluctuations in profits based upon 
normal fluctuations af volume were 
not regarded as grounds for change 
in the basic price. Actual prices were 
expected to vary from basic prices in 
order to allow for such factors as the 
trend of production’ costs, temporary 
competitive conditions, and deliberate 
policies of using price changes to reduce 
seasonal fluctuations in volume. If, 
however, it became clear that the basic 
price would not produce the expected 
economic return at standard volume, or 
that market conditions would not per- 
mit actual prices reasonably related to 
the base price, the fundamental formula 
was to be reconsidered to determine 
whether capital values should be writ- 


® Donaldson Brown, “Pricing Policy in Re- 
lation to Financial Cortrol,” Management 
and Administration, 7: 195-8, 283-6, 417-22, 
F-Ap. 1924. 
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ten off, economic return attainable re- 
duced, or alterations made in the stand- 
ard volume. 


RELATING Prices To Costs 

In distribution, most price policies 
determine the amount of the average 
markup to be added to invoice cost, 
rather than the absolute sale prices of 
particular commodities. One Middle 
Western store determined that each de- 
partment would be required to meet its 
total cost, including allocated over- 
heads. Invoice costs and labor costs 
were directly distributed by depart- 
ments. Delivery costs were allocated 
by assuming that all articles delivered 
were multiples of an ideal standard 
package and by then charging each de- 
partment delivery expense in proportion 
to its number of standard packages. 
Store rental and similar expenses were 
charged on the basis of the relative 
rents presumably obtainable by sub- 
leasing each department’s space. Vari- 
ous minor expenses were arbitrarily 
allocated in proportion to departmental 
costs or departmental sales. Each de- 
partment manager was required to use 
an average markup designed to realize 
the costs of his department plus a fixed 
percentage. In some departments the 
fixed percentage was adjusted upward 
to offset the estimated proportion of the 
total stock which would eventually be 
sold at clearance sales below the estab- 
lished price. As long as this average 
markup was maintained,. the manager 
was free to reduce the prices of some 
commodities in order to meet rival 
prices as reported by shoppers, and to 
raise the prices of other commodities in 
order to get full advantage from his 
most attractive merchandise. 

In most smaller stores this effort to 
base prices upon costs is substantially 
nonexistent. By some obscure process, 
a percentage markup has become con- 
ventionally appropriate. In the retail 
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drug industry a “normal” markup is 50 
per cent of the wholesale list price. In 
other trades conventional markups are 
equally striking, though the percentages 
vary greatly. 

The strength of such conventions is 
not derived from their accuracy in re- 
flecting experience. In the drug trade 
the competition of chains and pine- 
board independents during the depres- 
sion reduced the prices of most fast- 
moving drug items well below the 
conventional level, and even under resale 
price maintenance contracts few manu- 
facturers have yet established minimum 
prices which cover the entire conven- 
tional markup. Nevertheless, the con- 
vention has not died, but has rather 
become a standard for retail druggists 
which carries an emotional appeal like 
that of the prewar parity of farm prices 
for organized farmers. 

Even price policies based upon analy- 
sis of demand and cost are much less 
objective than they seem. The difficul- 
ties of predicting future demand have 
already been mentioned. The analysis 
of cost is in many respects equally arbi- 
trary. The allocation of joint costs 
must depend primarily upon the rela- 
tive opportunities to sell the various 
products, and thus these allocations are 
reflections of price decisions rather than 
guides to them. Methods of determin- 
ing the annual and unit charges for 
overhead become more flexible as ac- 
countants learn more economics; for ac- 
countants themselves are now divided 
as to whether overhead charges should 
appear to rise as output falls. Many 
administrative expenses are roughly al- 
located as conventional percentages, 
and the Federal Trade Commission 
recently demonstrated that in such 
cases haphazard percentages arbitrarily 
chosen may give results as satisfactory 
as those which are supposed to reflect 
years of experience.’ Price policies 

T United States vs. Standard Brands Inc., 
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based upon costs are as variable as the 
underlying accounting policies from 
which the costs are derived. Choices 
of policy and guesses about the market 
are involved in deciding how cost fig- 
ures shall be assembled and hence what 
the figures shall be. 


COMMODITY DIFFERENTIALS 


Discussion of the level of prices has 
necessarily involved reference to the 
differentials between products in a line. 
Such differentials often depend upon 
conventions so well established that al- 
ternative procedures are not considered 
and policy decisions are not made. Thus 
the prices of shoes and clothing do not 
vary with size, even though the larger 
sizes obviously require more raw mate- 
rial. On the other hand, quantity and 
price change together upon many com- 
modities which are sold by bulk or 
weight. For a product like potash, the 
price is higher for the stronger con- 
centrates. By contrast, coal prices sel- 
dom reflect the relative British thermal 
units contained in the differen: varieties 
of coal. 

On some product lines, however, the 
adjustment of relative prices is con- 
sciously undertaken. In its simplest 
form, such an adjustment is an effort to 
charge more for what costs more or is 
worth more. The potash price differ- 
entials tend to be so established that 
in the higher concentrates the same 
amount of money will buy the same 
amount of K,O regardless cf its con- 
centration. The differentials for many 
products reflect an extra charge for 
further processing, refining, or finish- 
ing. 

Such differentials are often influ- 
enced, however, by the fact that dif- 
ferent products reach different markets 





and Standard Brands of California, Federal 
Trade Commission Docket No. 2986, Reply 
Memorandum for Respondents, Feb. 4, 1939, 
and oral argument before Commission, 
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in which the profit-making opportuni- 
ties are unequal. Therefore differen- 
tials seldom reflect cost considerations 
alone. The experience of the salt in- 
dustry illustrates the strategic problem 
involved. The same producers sell bulk 
salt in carload lots for industrial uses 
and packaged salt to be sold to house- 
holds. The price of bulk salt is rela- 
tively low because many industrial buy- 
ers would produce their own if the price 
were higher. Table salt, however, is a 
branded product which encounters little 
price resistance. Its price includes an 
increased margin for profit which is so 
attractive that jobbers formerly bought 
carloads of bulk salt, packaged it, and 
sold it under private brands in competi- 
tion with producers. To protect their 
price differentials, the leading salt man- 
ufacturers discontinued sales to jobber 
customers.® 

In the most elaborate price struc- 
tures, the commodity cifferentials may 
become so numerous and so large that 
they determine the price level itself. 
In the steel industry, for example, the 
fifty thousand commodities produced by 
the United States Steel Corporation are 
all priced by applying fixed extras and 
deductions to about eighty base prices. 
There are extras for thinness or thick- 
ness, for narrowness and width, for 
changes in the chemical composition of 
the steel, for shape, for flame-cutting, 
for coiling, for meeting specifications 
with unusual accuracy, and for many 
other physical characteristics of the 
commodity. Upon tae more highly 
fabricated products the aggregate extras 
may equal or exceed the base price to 
which they are applied. Moreover, 
prices may be changed by raising or 
lowering the extras applicable to par- 
ticular products without varying the 


8 Irwin S. Moise and George B. Haddock, 
Manufacturer’ Control of Distribution 
(N.RA. Division of Review Work Materials 
No. 62), pp. 21-22. 
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base price. At the beginning of N.R.A., 
increases in the extras for certain vari- 
eties of tooled steel apparently raised 
the buying price by as much as 700 per 
cent.2 The fact that each specification 
to which an extra is applied is suitable 
to only a limited variety of uses makes 
it easy to use the system of extras 
to raise or lower prices to particular 
groups of customers in order to collect 
the highest possible price from each 


group. 
CUSTOMER DIFFERENTIALS 


Policy toward relative prices to dif- 
ferent customers is one of the most 
important aspects of price policy. De- 
cisions about the discount structure in- 
fluence the division of the market 
among different types of distributors 
and the competitive relations between 
distributors. 

The selection of channels of distribu- 
tion is inextricably entangled with the 
determination of discounts. A producer 
who wishes to use wholesalers in reach- 
ing his entire market is almost certain 
to offer a functional discount available 
to the wholesale trade, or else to limit 
his sales to this class of distributors. 
Often, however, the producer wishes to 
use the wholesaler in reaching small re- 
tailers, but prefers to sell direct to large 
industrial customers, to governments, 
and perhaps to the larger retail chains 
and department stores. In such cases 
the simplest way to divide the market 
between direct distribution and distri- 
bution through intermediaries is by es- 
tablishing a scale of quantity discounts 
rather than functional discounts. When 
the salt manufacturers decided to sell 
packaged salt direct to large industrial 
customers, they destroyed the jobber’s 
operating margin on such sales by quot- 


® Hearings on Price Changes Under N R.A. 
Codes, Jan. 9-10, 1934, Brief on Steel Com- 
plaints presented by Consumers’ Advisory 
Board. 
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ing a carload price uniform to all buy- 
ers.3¢ 

Of course there are many more com- 
plicated types of discount structure. 
The same concern may quote both 
functional and quantity discounts. 
Quantity discounts may be allowed only 
within a functional class, or functional 
discounts only within a quantity class. 
These more elaborate discount struc- 
tures are usually intended, not to ap- 
propriate part of the market for direct 
sale, but to exploit the varying bargain- 
ing power of different distributing 
groups. Thus manufacturers wao sell 
direct to consumers may quote one price 
to governments and another to indus- 
trial buyers, or manufacturers who sell 
to retailers may quote one price to inde- 
pendents, another to department stores, 
a third to chains, and a fourth to mail- 
order houses. Such division of the mar- 
ket can be accomplished directly by 
classifying customers and setting a dis- 
count applicable to each class, or in- 
directly by setting up quantity or func- 
tional discounts which can be earned by 
some classes but not by others. 


PROBLEM OF DISCRIMINATION 


Although the bargaining strength of 
various customers is probably the chief 
influence in the establishment of a dis- 
count structure, there is always advan- 
tage in being able to justify such a 
structure by some argument more per- 
suasive. Hence producers have sought 
plausible explanations of their dis- 
counts. In general, quantity discounts 
have been explained by the economies 
in distribution and sometimes in manu- 
facture attainable by larger unit sales. 
Functional discounts have been justified 
on the theory that different groups of 
customers perform different amounts 
and kinds of distributive service for the 
manufacturer. This argument rests 
either upon the expense incurred in 

10 Moise and Haddock, op. cit, p. 21. 
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rendering the service or upon the ex- 
pense saved by the manufacturer who 
avoids doing it himself. 

Such explanations are plausible be- 
cause it is obviously bad policy to adopt 
discounts which run so counter to cost 
that they enhance the manufacturer’s 
total distributive expense. In recent 
years the emphasis upon cost as a basis 
for discounts has grown because under 
the Robinson-Patman Act injurious 
price discriminations are lawful only if 
they can be justified by a cost differ- 
ence. When discount structures were 
re-examined as a result of the Robin- 
son-Patman Act, it became clear, how- 
ever, that many existing discount struc- 
tures were at sharp variance with cost. 
This was peculiarly true of quantity 
discounts, since the economies of in- 
creasing the unit sale are typically 
greatest in the smaller quantity brack- 
` ets, whereas the discounts for quantity 
had been typically greatest in the larger 
quantity brackets. Under the Robin- 
son-Patman Act, the discounts granted 
to competing distributors have been 
based much more closely upon cost 
differences. 

The discrimination problem is major 
in any discount structure under which 
rival distributors receive different dis- 
counts. Price concessions are granted 
to the distributors with the best bar- 
gaining power. The competitive ad- 
vantage thus given to these distributors 
enhances the probability that they will 
distribute an ever larger proportion of 
the product at the larger discount. 
When distributors who receive low dis- 
counts discover this situation, they de- 
mand equal treatment and often exert 
mass pressure to get it, either by more 
or less effective boycotts or by political 
action. They argue that discrimina- 
tion is unfair and leads to monopoly. 
Their rivals argue that economies in 
distribution ought to be recognized in 
pricing. 
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The present Robinscn-Patman Act 
is an effort to find the common ground 
in these two points of view. Even in 
the absence of legal prohibitions, how- 
ever, the producers who discriminated 
in price often found it desirable to 
conceal their action either by keeping 
their discounts secret cr by differen- 
tiating the products sold to different 
groups in order to preclude direct price 
comparisons. Under the present stat- 
utes, discrimination based upon the sale 
of somewhat dissimilar goods remains 
possible, for the law forbids injurious 
discriminations only upon articles of 
like grade and quality. 


PRODUCER VERSUS DISTRIBUTOR 


Competition between the producer 
and his distributors is likewise reflected 
in disputes about the discount struc- 
ture. When a part of the market is 
reserved for direct distribution, the 
complete exclusion of distributors is 
likely to minimize such conflicts. Fre- 
quently, however, the distributors’ mar- 
ket overlaps that of the manufacturers, 
and in such cases either one or the other 
is likely to be discontented. In some 
cases manufacturers who wish to sell 
at high prices are thwarted by distrib- 
utors who are willing to sacrifice part 
of their distributive discount in order to 
make the sales. In other cases the dif- 
ference between the distributor’s buying 
price and the manufacturer’s price in 
direct sales is so slight that the distrib- 
utor is slowly squeezed out of the mar- 
ket for lack of an adequate operating 
margin. In the first instance, the man- 
ufacturer may undertake to control re- 
sale prices or to narrow distributive 
margins as a means of maintaining his 
own price level. In the second, dis- 
tributors may seek a protection of their 
operating margins by establishing some 
form of minimum price cr by demand- 
ing an investigation of the manufacturer 
as an aspirant to monopoly. 
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NEWER FORMS OF DISTRIBUTION 


From the point of view of distrib- 
utors, the problem of the discount struc- 
ture has been heightened in recent years 
by the rapid development of new tech- 
niques in distribution. 
sale level, full-service wholesalers com- 
pete with desk jobbers, commission 
men, and other limited-function whole- 
salers. At the retail level, the full-line 
and full-service retailer competes with 
establishments that handle only fast- 
moving items, and with concerns which 
have eliminated credit and delivery 
service. Large chain retailers establish 
their own wholesale warehouses, and 
thus combine functions which were once 
performed at different distributive lev- 
els. 

In part, these changes eliminate serv- 
ices which some portion of the market 
has found nonessential. In part they 
provide the old service more economi- 
cally. In either case, however, they 
produce a variety in discounts and 
costs of doing business which disturbs 
the older and more conventional enter- 
prises. With lower operating costs or 
greater discounts or both, the newer 
distributors establish average markups 
below those to which the trade is ac- 
customed. In one city, the average 
markup in a grocery supermarket is 
about 9 per cent, whereas in the chain 
grocery stores of the same city it is at 
least 18 per cent. When the newer 
enterprises render less service, they 
must charge lower prices to survive; 
when lower prices bring them new busi- 
ness, the sales of the older enterprises 
tend to be confined to those customers 
who are willing to pay for more elab- 
orate service. 

The relatively low prices which ac- 
company new forms of distribution have 
become the target of the traditional 
type of distributor. The issue involved 
has been obscured, however, because 


At the whole-- 
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the older distributors have naturally 
dramatized their case by emphasizing 
the extremes of low prices which are 
quoted by large distributors in selling 
so-called “loss leaders.” Most distrib- 
utors, both new and old and both large 
and small, use leaders—that is, mer- 
chandise upon which an unusually low 
markup is taken to attract trade. The 
newer types of distributors are usually 
large, and, being interested in a reputa- 
tion for low prices, they may have used 
leaders more frequently or cut the price 
of leaders further than the older estab- 
lishments. But leaders are by no means 
the only form of sales appeal available 
to the large distributor, and in using 
other forms, particularly newspaper ad- 
vertising, the chain store or the super- 
market has a more obvious advantage 
than in using leaders. Though public 
discussion has been focused on the 
problem of leaders and loss leaders, the 
actual issue in distribution has been the 
much larger problem of relative mark- 
ups. The leader problem has been im- 
portant only in the relatively few cases 
in which the leader is the priacipal com- 
modity sold by specialty shops, whereas 
the concern using the leader regards 
it as an unimportant part of a more 
varied stock of merchandise 


COLLECTIVE PRICE PoLicy 


Price policies such as those which 
have been briefly described may be 
developed either separately or by the 
joint action of a group of business en- 
terprises. In many cases the incentives 
of business are toward group action. 
Distributors may be unable tə influence 
the discount structure of a manufac- 
turer individually, but may be able to 
control it if they get together. The 
more elaborate formulas for tying the 
prices of a line of products to a few 
basic prices could not prevail unless 
they were followed or approximately 
followed not only by the largs, full-line 
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producer, but also by most of the 
smaller and more specialized producers. 
In the determination of price levels, 
concerns which prefer high profit mar- 
gins to volume, or which prefer to com- 
pete on some other basis than price ap- 
peal, are likely to be attracted toward 
old-fashioned price fixing. 

The attractiveness of joint action is 
increased by the fact that the overhead 
costs of modern enterprises leave them 
peculiarly vulnerable under competi- 
tion. The effort to attain volume by 
sale at a distance may degenerate into 
a system of cross-dumping into the ri- 
val’s market. Flexible price relation- 
ships among the products in a line may 
degenerate into a system oi fighting 
brands. Price competition may become 
cutthroat competition. The comola- 
cency with which an economist may 
view such developments as the logical 
and perhaps the least harmful expres- 
sion of excess capacity does not, of 
course, afford any comfort to those who 
are victims or iear they may be such. 

Beyond the field of individual price 
policy, then, lies the field of collective 
price policy. It includes arrangements 
for joint action about prices which differ 
widely in attractiveness and scope. A 
surprisingly large number of business 
groups still crudely fix prices, getting 
together in a room and working out 
some compromise to which they can all 
agree. Often a pricing formula is gen- 
erally adopted and maintained, and 
sometimes such a formula, based upon 
cost, is reinforced by standard methods 
of cost accounting. There are likewise 
many devices designed to limit the 
rigors of competition and thus indi- 
rectly to raise the level of prices. Among 
subcontractors in the building trades, 
for example, the Department of Justice 
has encountered bid depositories in 
which the low bidder was required to 
withdraw his bid, or all bidders more 
than 10 per cent below the average 
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were required to do so, cr it was agreed 
to award the bid to the concern which 
bid nearest the average. Such plans 
establish a rivalry in avoiding being too 
low, as a substitute for a rivalry in bid 
reduction. 

There are likewise generally accepted 
formulas for inducing contentment 
among members of an industry who 
might be tempted to seek more busi- 
ness. One plan, introduced into various 
industries by a New York concern of 
management engineers, consists in per- 
suading the various producers that their 
success is to be judged by whether they 
are getting their share of the industry’s 
total sales, rather than by whether their 
own sales are rising or falling. Under 
this plan, a reduction in one’s relative 
position justifies a price cut, whereas no 
reduction of sales will justify it if the 
industry as a whole has suffered as 
much. 


“INFORMATION, PLEASE!” 

The variety of business price policies 
reflects in part the varying problems of 
diverse industries, but in large part also 
the fragmentary information and the 
broad differences in point of view which 
characterize business management. Lit- 
tle is known about pr-ce policies, both 
because few impartial observers have 
attempted their study and because busi- 
ness men have been reluctant to supply 
details. With the growing tendency for 
business groups to seek Government aid 
in making their own policies effective 
against their rivals, the public need for 
knowledge about price policies will nec- 
essarily grow, and avaclable information 

11 For example, see: U. S. v3. William F. 


Hess, et al, In the District Court of the 
United States for the "Western District of 


- Pennsylvania, Indictment returned Nov. 3, 


1939; U. S. vs. Sheet Metal Association, In 
the District Court of the United States for 
the Eastern District of Louisiana, New Or- 
leans Division, Indictmert returned Dec. 12, 
1939. 
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may be expected to grow gradually. 
With increased managerial attention to 
prices, the perverse and merely conven- 
tional ‘aspects of price policy should 
decrease in importance, leaving more 
clearly high-lighted the variations in 
policy which express substantial varia- 
tions in interest, and the public prob- 
lems concerning policy which express 
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differences between the immediate busi- 
ness interest and the broader public in- 
terest. Complete clarification is no 
more possible here than in any other 
fied of human behavior, but we may at 
least hope that our standards for deter- 
mining whether the management of 
prices is sound and public-spirited will 
become much better than they are now. 


Corwin D. Edwards, Ph.D., is economic consultant 
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Costs and Profits in Marketing 
By N. H. ENGLE 


T IS startling to the average man to 
learn that many marketing econo- 
mists are not convinced that marketing 
costs are too high, and that scientific 
students of distribution know that mar- 
keting profits are definitely not exces- 
sive. 

While it is comparatively easy to dis- 
tinguish between production and mar- 
keting in theory, it is far from simple 
to draw a dividing line between them in 
practice. They are interdependent be- 
cause the production of commodities 
and services avails the consumer little 
until the products are brought within 
his reach—a function of marketing. 
Marketing of course is meaningless un- 
less there are goods to be marketed. 
Thus production depends upon market- 
ing, and marketing upon production. 

It is well to keep this rather ele- 
mentary fact in mind when wrestling 
with the more complex problems of 
costs and profits. We boast of a pro- 
ductive system which has reduced costs 
of production through the utilization of 
conveyor-belt techniques to the point 
where the masses of today are able to 
enjoy the luxuries of yesterday. With 
the same breata we fulminate against 
our inefficient and wasteful system of 
marketing and our excessive marketing 
costs, little realizing that it is our mar- 
keting system which enables us to en- 
joy the fruits of our production system, 
and that, high as marketing costs may 
be in absolute terms, the cost of the 
end product delivered to us for our use 
is often exceedingly low. It is esti- 
mated, by way of illustration, that it 
would cost about $20,000 to make by 
hand a modern automobile which, made 
by modern machine methods, retails for 
$600 or $700. If there were a market 
for but one or a very few cars, the price 
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would be high. It required a mass 
market to make possible mass produc- 
tion and a low price to the consumer. 
It may have cost nothing to distribute a 
$20,000 car; it may now cost $3C0 to 
distribute the $600 car. If so, market- 
ing costs would have rsen to a high 
proportion of the price of our modern 
car. Marketing costs cannot be said to 
be too high relatively, however, when 
they have played such a large part in 
making it possible for millions of people 
instead of a limited few to own and 
enjoy automobiles. They may be too 
high only if there is excessive waste in 
performing the marketing functions, 
especially when compared with wastes 
in production. 


ESTIMATES OF TOTAL MARKETING 
Costs 


The total cost of marketing has been 
variously estimated at twenty-five bil- 
lion dollars to thirty-nin2 billion dollars 
for 1929.1 The truth probably lies be- 
tween these extremes, and to this writer 
appears to fall between thirty and 
thirty-five billion dollars, made up 
roughly as shown in Table 1. The wide 
discrepancies in these figures lie in the 
very inadequate factual basis for esti- 
mating for 1929 such importent items 
as distributors’ net profits and market- 
ing costs of manufacturers and other 
primary producers, and in the great 
difficulty of segregating transportation 
and advertising costs from reported to- 


1P, D. Converse, Elements of Marketing 
(New York: Prentice-Hall, 1935), p. 10; L. 
D. H. Weld, Printers Ink Monthly, March 
1932; Twentieth Century Fund, Does Distri- 
bution Cost Too Much?, 1939, p. 118; N. H. 
Engle, “Are Distribution Costs Too High?” 
Address before National Wholesale Jewelers’ 
Association, June 7, 1939, reproduced by U. S. 
Department of Commerce. 
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tals which include some but not all of 
these costs. A somewhat better basis 
for estimating exists for the year 1935. 


TABLE 1——ESTIMATED TOTAL MARKETING 


Cosrs—1929 
Billions of 
Dollars 
Retailing? oo... eee 11.5 to 12.0 
Wholesaling? > ............... 70 to 7.5 
Manufacturers’ Distribution 
Costs) esos cde teens eeies See 7.0 to 8.0 
Transportation Costs not in- 
cluded elsewhere ............ 3.5 to 5.0 
Distribution costs of producers 
other than manufacturers? .. 1.5 to 2.0 
Total cc.cciee cigs eeiec ete 30.5 to 34.5 


a Includes estimated net profits. 
b Includes advertising expenditures and an 
indeterminate amount of freight expense. 


This author has estimated that the 
total expenses (costs exclusive of net 
profits) of marketing in 1935 amounted 
to about seventeen billion dollars ex- 
clusive of an indeterminate amount 
for net profits and for unduplicated 
transportation costs which together 
might add three to five billion more, 
bringing the total up to twenty or 
twenty-two billion dollars for that year. 
The total is an imposing amount which- 
ever estimate one chooses. It has 
caused some who have examined the fig- 
ures to state: 


Taking the field of distribution as a 
whole the process undoubtedly costs too 
much. But how much too much is impos- 
sible to say. In other words, we can say 
with confidence that there is waste in dis- 
tribution, but we cannot reduce it to a 
percentage figure—as a whole, or in any of 
its parts. Nor can we say that distribution 
is more or less wasteful than production.? 


The ‘present writer, looking at the 
same facts, has defended the thesis that 
distribution costs are not too high and 
has said: 

3 Twentieth Century Fund, Does Distribu- 


tion Cost Too Much? (New York, 1939), p. 
348. 
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I do not deny that distribution costs are 
high. Neither would I deny that the costs 
of marketing particular commodities may 
be excessive. What I do believe, on the 
basis of such facts as are available, is that 
distribution costs over a wide range of 
commodities are not excessive either as a 
measure of the marketing functions per- 
formed:or when compared with production 
costs. I would agree that costs of distri- 
bution are too high only insofar as all costs 
are too high.* 


There is obviously very little funda- 
mental difference in these two points of 
view, although each starts from a con- 
trary premise. It is simply a question 
of what is meant by “too high.” What 
is important is to keep in mind the facts 
developed in earlier articles in this vol- 
ume especially regarding the magnitude 
of the marketing task.‘ 


LABOR Costs oF MARKETING 


For one thing, the size of the mar- 
keting job reflects the tremendous 
growth of our population. There were 
in 1850 but little more than twenty- 
three million people in the United 
States. Today there are in excess of 
one hundred and thirty millions. In 
1850 only one-eighth of the population 
lived in communities of eight thousand 
or more inhabitants. By 1930 nearly 
half of our people lived in cities of that 
magnitude. In other words, there has 
been a tremendous shift from rural to 
urban dwelling paralleling our indus- 
trial expansion. 

The implications of these facts for 
distribution and its costs are tremen- 
dous. They spell a major readjustment 
of the basic structure of the economy. 
The burden of production was lifted 


8 N. H. Engle, “Distribution Cost Analysis 
by Commodities,” Ninth Boston Conference 
on Distribution, Sept. 21, 1937. 

í See Hugh B. Killough, in this volume. 

5 Bureau of the Census, Fifteenth Census of 
the United States, 1930, Vol. I: Population 
(0. S. G. P. 0.), pp. 8, 9. l 
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from the backs of men and placed upon as industrial progress was made, 
conveyor belts. The labor, thus re- more and more were required to 
leased from back-breaking toil in the the vast marketing machine whic 
field and forests, was drawn to the cities day gives employment to an arn 
to tend the conveyor belts. Fewer and some fifteen million souls. 
fewer men were needed for these tasks Comparable census data on oc 
tions since 1870 throw light upor 
kd . S. B f In- < sa 
dustrial Distribution of the Nations Labor evolutionary process in the distrik 
Force: 1870 to 1930, Oct. 23, 1938. occupations. (See Chart 1.) ° 
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were nearly a million and a half gainful 
workers engaged in the trade, transpor- 
tation, and communication industries in 
1870, a figure amounting to 11 per cent 
of all gainful workers ten years old and 
over. By 1930 there were nearly ten 
million workers in these occupations, or 
more than 20 per cent of the total. One 
worker in nine was sufficient in 1870 to 
serve the needs of the population for 
trade, transport, and communication 
Services, whereas one in five was re- 
quired in 1930. When professional and 
clerical workers are added (and a verv 
large share of both groups are today en- 
gaged in the distributive trades), the 
total for these trades rises from 14 per 
cent of all gainful workers in 1870 to 
more than 35 per cent in 1930. Thus 
it appears that roughly one-third of 
the gainful workers of the Nation are 
required to man the marketing ma- 
chine. 

Here again is a measure of marketing 
costs which gives the distinct impres- 
sion that such costs are high, although 
it fails to prove that they are too high. 
It must be recalled that increased pro- 
duction efficiency on farm, in mine, and 
in mill, has at once reduced the man 
power needed in those areas and in- 
creased the size of the marketing job. 
It is most fortunate that our expanding 
population has thus found an outlet for 
its workers in this new and growing 
field of marketing.’ 


MARKETING COSTS AND THE NATIONAL 
INCOME 


One of the best measures of the cost 
of the marketing structure may be 
found in the estimates of its relation to 
the total national income. Unfortu- 
nately the data available do not permit 
segregation of all marketing activities. 


1T For an interesting discussion of labor eff- 
ciency in marketing see P. D. Converse, “La- 
bor Saving Devices in Marketing,” Journal of 
Marketing, Vol. 14, No. 2 (Oct. 1939), p. 150. 
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The trade classification, based largely 
upon census statistics on specialized 
wholesaling and retailing establish- 
ments, omits estimates of the marketing 
activities of agriculture, manufacturing, 
mining, and certain other areas in which 
some marketing costs are known to 
exist. The limited trade group alone 
accounts for between 13 and 14 per 
cent of the total national income pro- 
duced, totaling nearly eleven billion dol- 
lars in 1929 and about nine billion 
dollars in 1938. Transportation and 
communication, which belong in very 
large measure to the marketing cate- 
gory, add from 9 to 10 per cent more of 
the national income to the marketing 
figure. Finance, in so far as it may be 
classified as a part of distribution, adds 
still another 10 or 11 per cent. Leaving 
out of account other areas which would 
be included if they could be accurately 
measured, the four subdivisions of the 
national income, trade, transportation, 
communication, and finance, comprise 
roughly one-third of the total national 
income. This is but another way of 
saying that it costs about a third of the 
total national income to market the 
goods which our economy produces dur- 
ing an average year. 

Here again, as with the statistics of 
occupations, it is impossible to secure a 
sharply focused picture of the field of 
marketing. It may none the less be 
significant, as it is consistent, to find 
roughly a third of the gainful workers 
of the Nation occupied in marketing 
and closely related activities, and that 
these same activities produce approxi- 
mately a third of the national income.® 


PRODUCERS’ MARKETING Costs 


Turning from the total cost of mar- 
keting to an examination of the costs 


8 Bureau of Foreign and Domestic Com- 
merce, The National Income in the United 
States, 1929-1935 (Government Printing Of- 
fice, 1936), p. 166. 
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incurred at the various levels of market- 
ing, producers’ marketing costs are a 
logical starting point. However, little 
or no information is available about the 
costs incurred in marketing the prod- 
ucts of such primary producers as 
farmers, miners, fishers, and others in 


extractive industries. The task of mar- ' 


keting at this first stage is a relatively 
simple one, and marketing costs are un- 
doubtedly much lower than at later 
stages. The total value of the product 
is likewise comparatively low at the 
point of production, the value of the 
products of the extractive industries in- 
cluding farming being little more than 
eleven billion dollars in 1935 as com- 
pared with a valuation of over thirty- 
three billion dollars in retail trade. Of 
the eleven billicn dollars received for 
the products of the extractive indus- 
tries, it is doubtful if as much as one 
billion dollars could be legitimately al- 
located to marketing costs. 

There is a somewhat better basis for 
appraising manufacturers’ marketing 
costs. The Census Bureau undertook 
to secure data for 1935 in this field, the 
most comprehensive attempt yet made. 
While it is generally believed that the 
census data on manufacturers’ distribu- 
tion costs are somewhat low, they are 
nevertheless very helpful in appraising 
the extent of such costs and their varia- 
tion from industry to industry. 

The census total amounted to 9.4 per 
cent of the value of manufactured prod- 
ucts sold from the plant in 1935. Per- 
haps 10 or 11 per cent would be a more 
accurate figure. If so, distribution costs 
of manufacturers incurred at the plant 
would have reached $4,600,000,000 to 
$5,000,000,000. Since many manufac- 
turers maintain their own wholesale dis- 
tribution warehouses, the figures for 
which are covered separately in the 
wholesale census, an additional $1,125,- 
000,000 must be added, bringing total 
manufacturers’ marketing costs up to 
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from $5,800,000,000 to $6,200,000,000. 
These figures include szlaries, wages, 
bonuses, and commissions paid to em- 
ployees and officials who devote all 
or most of their time to marketing 
activities such as selling, advertising, 
order filling and clerical tasks, and 
nonsalary expenses such as advertis- 
ing, credit and collection expenses, 
traveling expenses, bad debt losses, and 
other items allocable to distribution 
services. Presumably no net profits are 
included in these figures, since earnings 
are credited to the entire manufacturing 
and selling operation. Entrepreneurial 
withdrawals are likewise excluded. Un- 
doubtedly some transportation charges 
are included, although the exact extent 
of this item is indeterminate. 


WHOLESALE DISTRIBUTION Costs 


The total cost of wholesale distribu- 
tion for 1935, estimated on the basis of 
census data, was something over four 
billion dollars exclusive of net profits, 
which, if known, might raise the total 
nearer to five billion. Over a billicn of 
this has already been included in manu- 
facturers’ marketing costs. Another 
$76,000,000 may be accounted for 
by integrated chain-store warehouses, 
$250,000,000 by agents and brokers of 
various sorts, some two to three billions 
by wholesale merchants, and the re- 
mainder by such types of wholesaling 
establishments as farm co-operatives, 
other assemblers and county buyers, 
and bulk tank stations. 

The old-line wholesale merchant re- 
mains the dominant single type of 
wholesale distribution business, despite 
competition which has greatly reduced 
his relative standing cver the years. 
There were some eighty thousand whole- 
sale merchants in the United States in 
1935, with combined sales in excess of 
fifteen billion dollars.° 


® For a discussion of wholesalers and whole- 
saling, see Albert Haring in this volume. 
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RETAIL MARKETING Costs 


The final stage in the marketing 
process is the field of retailing—the 
area most widely known—the contact 
point of the entire marketing system 
with consumers. The services which re- 
tailers render to the Nation are the most 
costly of all marketing activities, taking 
a toll in 1935 of between eight and one- 
half and nine billion dollars exclusive of 
net profits from consumers, or about 25 
cents out of each consumer dollar. The 
proportion varies, of course, with the 
extent of the service rendered and with 
the line of merchandise carried by the 
retailer. 

Operating expenses for independent 
grocery stores, for example, averaged 
about 14 per cent of sales in 1935, 
whereas those for department stores 
averaged more than twice as much. 
Differences in the same trade appear 
between different sizes of communities, 
since retailers in smaller places are usu- 
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. ally able to operate at lower costs than 


their fellows in the same trade in larger 
cities. A tendency for retailing costs to 
vary with the volume of business is also 
apparent, the very small and the very 
large stores showing higher costs than 
medium-sized stores. (See Chart 2.) 

Department stores in particular ap- 
pear to suffer from the fact that their 
cost ratios expand as their sales volume 
increases. The trend over a series of 
years, moreover, has been for a rising 
level of department-store costs. The 
reason for this lies in the multiplication 
of services which department stores 
have provided for their customers. 

Of widespread interest in retailing is 
the differential in operating costs be- 
tween chain stores and independents. 
While chain-store prices are somewhat 
lower than those of independent stores, 
perhaps by as much as 5 or 6 per cent 
for groceries, it is a moot question 
whether this price differential stems 
from lower costs based on greater eff- 


OPERATING EXPENSES FERGEAT 





















































—4 2 ie 
eae it 


























HEE Hr 


SHINS 
#1000 


$10,000 ee 
CHART 2. 


SALES 


AE EHC 


Relation of operating expense and sales volume, data for 1933. 









22 
20 





$1,000,000 $10,000,000 


VOLUME 
Department 


stores and genera] merchandise stores 


i 


128 


ciency of the chains, or on monapolistic 
buying advantages of the chains. The 
actual cost differentials are hard to 
measure because chains are not strictly 
retailing agencies, but integrated mar- 
keting institutions which include both 
wholesaling and retailing functions in 
the same business organization. It is 
therefore necessary to compare the total 
costs of chain systems with tke com- 
bined cost of independent wholesalers 
and retailers. In the grocery trade, 
such a comparison shows that the op- 
erating expenses of chain systems for 
1929 amounted to 17.3 per cent of sales 
to the’ consumer, as contrasted with 


` 24.7 per cent for the independents., 


. Thus it appears that the chains have 
lower costs, although allowance must 
be made for the fact that mcst chains 


operate on a cash-and-carry end fre-. 


quently on a self-service basis—factors 
which explain in part the lower ex- 
penses.?° 

Mail-order houses similarly appear to 
have a price and a cost advantage over 
competing independents. The fact that 
these houses have gone into the depart- 
ment-store chain type of operations 
along with mail-order selling makes dif- 
ficult an accurate appraisal. The costs 
` for mail-order type of operation in 
1929, when allowance is mace for the 
combined wholesaling and retailing op- 
erations, seem to be about on a par with 
those of country general merchandise 
stores, the nearest type of competitor.” 

It remains to be emphasized, how- 
ever, that the leading mail-order houses 
make substantial claims for superiority 
in performing the marketing functions 
by their method of selling. They argue 
that their system of buying direct from 

"1€ See N. H. Engle, “The Marketing Struc- 
ture in the Grocery Industry,” Harvard Busi- 
ness Review, April 1934. 

11 See P, D. Converse, Elements of Market- 
ing (New York: Prentice Hall, 1935), p. 210; 
and C. F. Phillips, . Marketing (Boston: 
Houghton Mifflin Co. 1938), p. 873. > 
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the manufacturers on their own speci- 
fications based upon consumer prefer- 
ence, coupled with direct sale to con- 
sumers, greatly reduces the spread 
between production costs and final sales 
price. The fact remains that their 
prices are substantially lower than those 


of competing products in many lines. 


Costs BY COMMODITIES 


The question of margins, or the 
spread between what the consumer pays 
and what the producer zets, has long 
been a subject for controversy. A re- 
cent study, the Agricultural Income 
Inquiry of the .Federal Trade Com- 
mission, published in 1938, provides 


. information for several farm commodi- 


ties and their products2* The con- 
sumer dollar, when spent for butter 
in 1934, at an average price of 31.5 
cents per pound, was divided among 
producers of butterfat with 59 per cent, 
manufacturers with 16 per cent, and 
wholesalers and retailers with 25 per 
cent between them. Fluid milk with 
average retail prices of 12 cents per 
quart was divided about equally be- 
tween distributors and producers, 

The bread figures for 1935 show that 
retail distribution received 19 per cent 
of the average price of 8.3 cents per 
pound; “bakeries, 56 per cent; flour 
millers, 7 per cent; wheat middlemen 
and transportation agencies, 5 per cent, 
and gross of farmers—about 13 per 
cent.”! 

The average consumer of ' cigarettes 
paid 12.82 cents per package of 20. 
Six cents of this were taken by the gov- 
ernment in excise taxes, 2.7 cents by 
wholesalers and retailers for marketing 
costs, 2.6 cents by manufacturers, and 
1.5 cents by growers of tobacco lezf in- 
cluding auction expenses. 

The edible beef dollar was divided in 


12 Agricultural Income Inquiry, Pt. I: Prin- 
cipa: Farm Products (Federal Trade Commis- 
sion, 1937, U. S. G. P. O., 1938), pp. 4, 5. 
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1935 into 40 cents for farmers, 5 cents 
for transportation of livestock, 13 cents 
for packers, and 42 cents for wholesal- 
ers and retailers." 

The foregoing examples illustrate the 
wide variation which exists among com- 
modities in the proportion which goes to 
production costs and that which pays 
for the functions of marketing. From 
such facts as these, inadequate and in- 
complete though they be, it is often 
concluded that marketing absorbs all 
too great a share of the consumer dol- 
lar. The question is usually put this 
way: “Why do we have to pay 10 cents 
for a loaf of bread while the farmer gets 
but 114 cents for his wheat?” ‘The de- 
duction is then drawn that marketing 
costs are too high and something should 
be done about it. Seldom are the facts 
carefully examined and the analysis 
shown which explains the many steps in 
the process of converting wheat on the 
farm into sliced bread, wrapped in cello- 
phane, delivered daily to the kitchen 
and paid for at the end of the month. 
If it were possible to measure accu- 
rately the exact contribution which is 
made to the satisfaction of our wants 
by each operation in the process from 
production to consumption, it might 
even be asked, “Why does the producer 
receive as much as 114 cents for simply 
planting and harvesting wheat, while 
the transportation agencies, the ele- 
vators, the millers, the bakers, and the 
retailers combined get but 83% cents for 
all of their complicated work?” 


ADVERTISING Costs 


The advertising bill of the Nation, in- 
cluded in the total costs of marketing as 
given above, has been estimated at ap- 
proximately two billion dollars for 1937, 
a figure constituting about 10 per cent 
of total marketing costs. Newspaper 

18 Agricultural Income Inquiry, Pt. I: Prin- 


cipal Farm Products (Federal Trade Commis- 
sion, 1937, U. S. G. P. O., 1938), pp. 4, 5. 
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advertising ranked first among the vari- 
ous types, with $570,000,000. Premi- 
ums and direct mail advertising were 
next in order, with $350,000,000 and 
$300,000,000 respectively. Magazine 
and radio advertising each accounted 
for $165,000,000. Car cards, store and 
window display, business and farm pa- 
pers, and outdoor advertising completed 
the total.¢ 

Such a large expenditure no doubt of- 
fers opportunities for waste and ineffi- 
ciency. Endless argument ensues about 
its effectiveness from the points of view 
of both business and society. Similar 
arguments might be raised about per- 
sonal selling, the companion of adver- 
tising. Personal selling is probably sev- 
eral times as costly as advertising and 
open to the same types of criticism and 
defense.*® 


TRANSPORTATION Costs 


While transportation costs have been 
included in the estimates for all distri- 
bution costs, the magnitude of this par- 
ticular function bespeaks special notice. 
It is estimated “that on the average, 
about 13 cents out of every dollar paid 
by ultimate buyers for finished goods 
goes for transportation costs at various 
stages in the whole process.” 16 ‘This 
covers all types of transportation—tail, 
water, truck, pipe lines, and air. It in- 
cludes the cost of transporting raw ma- 
terials and finished products, of long 
and short hauls, of carlot and less-than- 
carlot shipments, of cross hauls, of de- 
liveries to and from wholesalers and re- 
tailers, and of delivery to the consumer. 
The estimate omits the costs of carrying 
home their own purchases by cash-and- 
carry customers. 

141, D. H. Weld, Printers’ Ink, 1938, 
quoted in Twentieth Century Fund, Does 
Distribution Cost Too Much? p. 226. 

15 For a further discussion of advertising, 
see Harry R. Tosdal in this volume. 

16 Twentieth Century Fund, Does Distribu- 
tion Cost Too Much? p, 211. 
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The total dollar cost according to the l 


estimates of the Bureau of Foreign and 
Domestic Commerce on national income 
produced by transportation activities in 
1929 was about $7,000,000,000. The 
Twentieth Century Fund added $1,- 
800,000,000, no doubt to cover certain 
transportation items such as delivery 
services omitted from the income study. 
Either figure is a large one, very likely 
too large in view of what might be ex- 
pected of a better-integrated transporta- 
tion system. But this is no place for 
an analysis of our complex transporta- 
tion structure, of the struggle between 
water-borne and rail transport and be- 
tween rail and truck traffic.?” 


PROFITS IN MARKETING 


Marketing profits, a subject of wide- 
spread misunderstanding, concludes this 
brief survey of marketing costs. It is 
common to hear marketing ccsts and 
profits identified as one and the same 
thing. Whenever the consumer pays 
twice as much for a product as the pri- 
mary producer receives, the middlemen, 
wholesalers and retailers, are likely to 
be castigated as profiteers. Actually, 
profits constitute only that portion of 
gross margin which the middleman re- 
ceives after paying for the goods and all 
the costs of operating his store or ware- 
house. Prospective profits, moreover, 
may turn out to be actual losses. 

No over-all estimate of discribution 
profits is available. Some fragmentary 
data from the national-income studies 
of the Department of Commerce indi- 
cate that dividends paid plus certain 
entrepreneurial withdrawals (a rough 
approximation of profits) in the com- 
bined trade, transportation, and com- 
munication industries amounted to 
nearly two billion dollars in 1929. The 


17 See Moulton and associates, The Ameri- 
can Transportation Problem (Washington, 
Brookings Institution) for a discussion of 
these angles. 
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Twentieth Century Fund states that 

it seems unlikely, that aggregate distribu- 
tion profits amount to more than three 
cents out of every dollar paid for finished 
goods by consumers and other terminal 
buyers, or to more than 5 per cent of the 
total amount paid for the services of dis- 
tributive agencies.18 

This estimate would thus place the 
total at something less than two billion 
dollars in 1929, 

Profits are measured not only on the 
basis of their relation to sales, but, more 
importantly to investors, from the 
standpoint of earnings on capital. Mar- 
keting profits on this basis may be sig- 
nificantly compared with earning ratios 
of manufacturers for incorporated com- 
panies. Dean Ralph C. Epstein’s study 
of Industrial Profits of the United 
States, based upon analvsis cf special 
tabulations of Federal income tax re- 
turns, presents profit data for selected 
large and small corporations in manu- 
facturing, wholesaling, and retailing for 
the years 1924-28. 

Small manufacturing corporations 
(those with average capital of $171,- 
000) earned slightly higher profits on 
total capital than did large corporations 
(with average capital of $13,500,000), 
the five-year average being 11.3 per 
cent as compared with 10.4 per cent.’? 
Large wholesaling corporations with av- 
erage capital of nearly two million dol- 
lars averaged slightly over 9 per cent 
on total capital, while small wholesalers 
(capital averaging $138,000) earned 
between 11 and 12 per cent. Thus the 
smaller wholesaling corporations had 
definitely higher earnings than the 
larger ones, although wholeseling gen- 
erally averaged slightly lower earnings 


18 Does Distribution Cost Too Muck? p 
123. 
19 All data in this paragraph based or 
Ralph C. Epstein, Industrial Profits in the 
United States (National Bureau cf Economic 
Research, 1934), pp. 243, 316, 321. 
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than manufacturing. The contrary was 
true of retail trading corporations, 
where large-scale companies (with av- 
erage capital of nearly seven million 
dollars) earned an average of 14.3 per 
cent profits on capital, whereas small- 
scale retailers (average capital $89,- 
000) averaged slightly over 12 per cent 
on their capital. Retailing corpora- 
tions, however, exceeded in average 
earnings both wholesaling and manu- 
facturing, apparently enough to justify 
the conclusion that wholesaling and re- 
tailing corporations combined fared 
slightly better than manufacturing cor- 
porations. 

In selected manufacturing lines, the 
small-scale corporations appear to have 
had slightly higher earnings in foods, 
chemicals, textiles, metals, and rubber 
over the four-year average. Earnings, 
moreover, fluctuated somewhat less 
from year to year among the smaller 
companies. Little evidence of trends is 
noticeable in the data except for large- 
scale rubber manufacturers, where prof- 
its dropped steadily and drastically 
from 15.7 per cent of capital in 1925 to 
2.3 per cent in 1928.%° 

In the wholesale grocery trade, small- 
scale corporations had higher profit ra- 
tios than the large-scale units in each 
but one of the five years under consid- 
eration. Large-scale drug wholesalers 
showed the reverse, with higher returns 
on capital in each year but one than 
were reported by the small-scale cor- 
porations. Small-scale wholesale dry 
goods corporations showed higher re- 
turns in three out of five years, and av- 
eraged higher profits over the entire 
period. In the hardware trades, small- 
scale corporations were in the profit 
lead each year but one.” ` 


20 All data in this paragraph based on Ralph 
C. Epstein, Industrial Profits in the United 
States (National Bureau of Economic Re- 
search, 1934), pp. 249, 255, 263, 281, 292, 373, 
380, 391, 414, 426. 

21 Ibid., pp. 320, 449. 
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In the retail grocery trade, profits of 
large-scale corporations, which no doubt 
included the larger chains, showed much 
higher ratios than those of the smaller 
retailers, the five-year averages being 
21.9 and 12.0 per cent respectively. 
Small-scale dry goods retailers, how- 
ever, reported higher profit ratios in 
each year than did the large-scale firms. 
Large-scale department stores showed 
consistently better profit ratios than did 
the small corporations, but at the same 
time revealed a persistent downward 
drift from 11.9 per cent in 1924 to 8.8 
per cent in 1928. The smaller depart- 
ment stores averaged about 8.5 per cent 
and showed no indication of a trend. 
In the furniture trade, small-scale cor- 
porations had higher profit ratios in 
three out of the five years and averaged 
slightly higher for the entire period. 
The same was true of small-scale cor- 
porations operating in the retail build- 
ing materials and hardware trade.?? 

The foregoing data on profits are in- 
conclusive. They may be the more 
significant because of the absence of 
definite trends. They need to be sup- 
plemented by additional studies, over a 
longer range of time and with samples 
selected specifically for the purpose. 
Until such time as more and better data 
are available, the case must rest on ex- 
isting evidence. This evidence does in- ` 
dicate that large-scale retailing has been 
able to earn a higher return on capital 
than either large- or small-scale manu- 
facturing or wholesaling. It also ap- 
pears that small-scale wholesaling and 
small-scale retailing corporations earned 
higher profits on capital than did large- 
scale wholesaling or all manufacturing 
corporations. Manufacturing corpora- 
tions large and small had higher profit 
ratios than large-scale wholesalers. Fi- 
nally, there is some indication of a 
downward trend in earning ratios of 
both large-scale wholesalers and large- 


22 Ibid., pp. 316, 445. 
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scale retailers between the years 1924 
and 1928, which may be noteworthy be- 
cause of the fact that those years were 
generally characterized by increasing 
business activity, the so-called expansion 
stage of the business cycle. 


SUMMARY AND CONCLUSION 


A few facts stand out from this sum- 
mary of marketing costs and profits. 

1. Total marketing costs mey have 
been as high as thirty-nine bilkon dol- 
lars in 1929, but probably were nearer 
thirty-two billion dollars. 

2. By 1935 they were approximately 
twenty to twenty-two billion dollars, re- 
flecting the reduced level of business ac- 
tivity. 

3. Approximately one-third of the 
gainful workers of the Nation were en- 
gaged in marketing activities by 1930 
in contrast with about one-seventh in 
1870. 

4. Marketing activities accounted for 
roughly one-third of the national in- 
come in 1929. 

5. Manufacturers’ marketing costs in 
1935 probably ranged from $5,800,- 
000,000 to $6,200,000,000. 

6. Wholesale distribution costs, ex- 
clusive of manufacturers’ wholesale 
branches, were approximately iour bil- 
lion dollars in 1935. 

7. Retailers absorbed a total of be- 
tween $8,500,000,000 and $9,000,000,- 
000 in 1935, exclusive of net >rofits— 
the most expensive single segment of 
total marketing costs. 
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8. Advertising cost the consumers of 
the Nation about two billion dollars in 
1937. 

9. Transportation costs in 1929 lay 
somewhere between seven and nine bil- 
lion dollars. 

10. Net marketing profits may have 
approached two billion dollars in 1929. 

11. Marketing profits averaged in 
1929 not more than 3 cents out of each 
consumer dollar. 

12. There is some evidence that cor- 
porations engaged in marketing earned 
slightly higher returns on capital than 
did manufacturing corporations in the 
late twenties. 

If marketing costs are too high, as is 
so often contended, the facts fail to 
show it. It would require much more 
data than are now available to establish 
or disprove the truth of this oft- 
repeated criticism of merketing. The 
facts show that marketing costs are high 
but also that the task of marketing is 
a tremendous one. While these facts do 
not prove marketing costs to be low, 
they leave the implication that they are 
not unreasonable. This conclusion does 
not blink the fact that there may be 
considerable waste in distribution, 
which should be reduced. There is also 
much waste in other types of produc- 
tion, which should likewise be reduced. 
A constant struggle to reduce costs all 
along the economic front, in marketing 
and in production alike, should be our 
goal, since costs are obstacles to con- 
sumption. 
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Criteria of Marketing Efficiency 


By Taropore N. BECKMAN 


ESPITE its wide usage, there is 

much misunderstanding about the 
term “efficiency.” Moreover, it has 
often been misapplied and abused. 
Part of the explanation lies in a failure 
to understand the basic concept of the 
term. Other contributing factors are: 
use of the term in a loose and vague 
manner, failure to consider it from the 
point of view of all interests involved, 
consideration from a short-run stand- 
point rather than the long pull, and 
neglect to keep in mind the ultimate 
objective of the effort to which the term 
has been applied. It is therefore 
deemed advisable to throw some light 
on these points in the following few 
paragraphs. 


Tue Concert oF EFFICIENCY 


Technically, the term “efficiency” re- 
fers to a ratio between effort and re- 
sults, expenditure and income, input 
and output, cost and the resulting pleas- 
ure. It “relates simply to the ratio of 
results achieved to the means used.” ? 
In this sense, the term came into com- 
mon usage in engineering late in the last 
century, being applied first to the per- 
formance af machines and later to hu- 
man performance. In economics and 
business the term “efficiency” became 
current during the present century, de- 
spite the fact that economists dealt with 
the concept long before it found its way 
into the mechanical arts. 

Since 1910 the term “efficiency” has 
acquired wide currency. At the same 
time the concept was broadened to 
cover not only the operations of single 
plants but to apply as well to all in- 
dustry and the community at large. 

1Sumner H. Slichter, “Efficiency,” Encyclo- 


paedia of the Social Sciences, Vol. V (1931), 
p. 439, 


Efficiency became the enemy of waste, 
and the study of efficiency became a 
study of the elimination of all wastes. 
In this broader sense, efficiency refers 
to the accomplishing of the greatest 
amount of work in the best possible 
manner with the least expenditure of 
time and resources. Its goal in busi- 
ness is to secure the greatest possible 
output of the highest quality, with the 
least expenditure of material, energy, 
and time. 

From the above it becomes obvious 
that there are many different kinds of 
efficiency and that there is no such thing 
as efficiency in general or efficiency per 
se. What may be efficient when meas- 
ured with one measuring rod may be 
quite inefficient when measured by a 
different standard. There is, for exam- 
ple, the physical efficiency which is 
measured by the relationship between 
quantity of goods consumed and quan- 
ity of goods produced. Then there is 
the business or financial efficiency meas- 
ured by the relationship between dollars 
spent and income earned. There is also 
the human or social efficiency measured 
by the relationship between the human 
costs incurred and the satisfactions de- 
rived. Thus there is a wide difference 
in point of view. For a business execu- 
tive, that method may be considered the 
most efficient which produces the larg- 
est output at the lowest money outlay. 
For the worker, on the other hand, effi- 
ciency may be measured by the amount 
of output in relation to human cost in 
terms of monotony, fatigue, and acci- 
dents. For society in general, efficiency 
may be still another thing, depending 
largely upon the objective sought. 

Moreover, what may be efficient in 
the short run may prove suicidal in the 
long range. There are many practices 
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indulged in by business men which are 
profitable for the time being, but which 
in the long run tend to undermine the 
health of the business. The same may 
be true for society as a whole. A case 
in point is the rapid utilization and pos- 
sible exhaustion of certain of our nat- 
. ural resources, like the soil, crude oil, 
and the timberland, merely because 
entrepreneurs find it more profitable in 
the short run not to restore fertility to 
the soil; not to extract the oil in smaller 
quantities and in more orderly Zashion, 
or not to reforest. 

Finally, efficiency must be viewed 
from the standpoint of the ultimate ob- 
jective desired. There is little doubt 
that dictatorships can be and probably 
are more efficient than democracies; 
i.e., they can get certain tasks accom- 
plished with less waste than can a capi- 
talistic society with a representative 
government, But for whom or for what 
are the people in a fascist or commu- 
nist state more efficient? Certainly not 
for their own benefit, but for the wel- 
fare of the dictators and their cohorts, 
and perhaps for some sinister purpose 
of which they probably would not ap- 
prove. If it is desired to maintain a 
democratic and representative form of 
society, a little sacrifice in technical 
efficiency may be a small price indeed 
at which to buy it. 

What has been said about the con- 
cept of efficiency applies not only to 
the industrial area of our econamy, but 
to all marketing activities as well. Con- 
sequently efficiency in marketing is de- 
sirable from a social viewpoint only to 
the extent that it helps to move the 
largest physical volume of wanted goods 
from production to consumption, in a 
manner desired, and with the least ex- 
penditure of time and resources—mate- 
rial and human. Furthermore, such 
results in relation to effort must be 
examined in the light of the objective 
and the time element. If efficiency in 
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marketing tends in the long run to re- 
sult in recurrent crises, unemployment, 
human suffering, and a possible break- 
down of our capitalistic, profit-mozi- 
vated, competitive economy, we may 
well be satisfied with a rather small 
measure of it. Contrary to popular te- 
lief, efficiency in marketirg per se may 
not be the chief desideratum. The ex- 
tent to which it will be scught may če- 
pend on the consequences—immedicte 
and ultimate. 


OF MARKETING INEFFICIENZY 


Poplar belief is to the effect that 
marketing is highly inefficient, and Zor 
that reason it has been severely criti- 
cized, even by many economists. One 
principal reason for this belief is the 
allegec high costs of marketing. First, 
it is claimed, the costs of marketing are 
high in terms of absolute amounts.? 
Even greater alarm is caused when the 
costs of marketing are expressed as a 
percentage of finished goods marketed 
during the year. A recent study com- 
puted this to be 59 per cent of the “‘to- 
tal cost of producing and distributing 
commodities” in 1929.2 It is concludad, 
thereiore, that it costs more to distrib- 
ute goods than to make them, and that 
in years when the volume of goods pro- 
duced and distributed is smaller than in 
1929 -he distribution or marketing cost 
is even greater proportionally than 59 
per cent. Moreover, for many specific 
commodities the cost of marketing is 
much higher, and is therefore deemed 
excessive. 

To add to the gravity of this situa- 
tion, it is urged, marketing costs have 
trended upwards for “a considerable 
number of years prior to 1929, even 
though sales volume alsa was generally 
on the increase.”* The increase in 


2 See article by N. H. Engle in this volume. 

3 Twentieth Century Fund, Does Distribu- 
tion Cost Too Much? (1939), p. 117. 

4 Ibid., p. 124. 
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marketing costs has been especially 
marked in relation to the costs of pro- 
duction, since for the latter the trend 
has been downward for some six or 
seven decades. 


Labor ine ficiency 

Another reason for the belief that 
marketing is inefficient is the “indirect 
evidence . . . that the spectacular gains 
in production efficiency have not been 
duplicated in the field of distribution.” 5 
Attention is called to the fact that over 
a period of six decades—from 1870 to 
1930—the proportion of workers in ag- 
ricultural, manufacturing, and other 
production declined from 75.4 per cent 
of all gainful workers to 52.8 per cent. 
At the same time, the proportion of 
people employed in trade, transporta- 
tion, and communication, and in the 
clerical occupations increased from 11.6 
per cent of all persons gainfully em- 
ployed in 1870 to 28.6 per cent of those 
gainfully employed in 1930.° Of course, 
it is admitted that some of the em- 
ployees engaged in the transportation, 
communication, and clerical occupations 
are no doubt on the producing end of 
the business or in strictly production 
enterprises, and that many of them are 
probably employed in the services— 
public, professional, and personal. Nev- 
ertheless, there is a strong indication 
from -these figures that distribution is 
relatively less efficient than production. 

One of the principal explanations for 
the increasingly large proportion of 
workers employed in distribution is said 
to be found in the small extent to which 
technology has affected marketing. It 
is claimed that while technological im- 
provements in the form of labor-saving 
devices have been introduced rapidly 
into manufacturing, mining, and farm- 
ing, marketing has resisted such im- 

5 Twentieth Century Fund, Does Distribu- 


tion Cost Too Much? (1939), p. 8. 
8 Ibid., p. 377 (Table A). 
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provements to a considerable degree. 
Thus, the efficiency’ of workers in the 
production fields has increased much 
more rapidly than that of workers in 
the distribution areas.” 


Marketing waste 


Finally, it is argued that marketing is 
inefficient because of wasteful duplica- 
tion. There are, for example; allegedly 
too many middlemen of the same type 
and of different types. The former fact 
is responsible for the large number of 
small and inefficient business units now 
in operation, while the latter presum- 
ably results in too many links in ‘the 
chain of distribution. Aggressive sales- 
manship and advertising are said to con- 
tribute in no small measure to market- 
ing waste and inefficiency. This is 
accentuated by the multiplication of 
brands, duplicate stocks, and many 
services, some of which are believed to 
be nonessential and even undesirable. 
To all this, consumer ignorance and 
buying incompetence add enough to 
make the whole marketing system more 
or less chaotic and sadly wanting. 


FACTORS IN MARKETING EFFICIENCY 


Of the factors which determine the 
efficient performance of economic func- 
tions, the most important are briefly 
treated below from the standpoint of 
marketing. 

It is generally conceded that special- 
ization is the very cornerstone of effi- 
ciency. It must equally be conceded 
that production has had no monopoly 
on specialization. The division and 
subdivision of the various distribution 
tasks in order that each part may be 
done better and more economically is a 
matter of common knowledge among 
students of marketing. In a typical 
wholesale house, witness, for example, 


TP. D. Converse, “Labor Saving Devices in 
Marketing,” Journal of Marketing, Vol. IV, 
No. 2, pp. 150-56. 
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the specialized buyers, assistant buyers, 
salesmen—house, city, traveling, spe- 


cialty, and general—stockmen, order 
fillers, recéivers, packers, shipping 
clerks, deliverymen, engineers, credit 


clerks, collection clerks, cashiers, book- 
keepers and ledger clerks, order clerks, 
billers, mail. clerks, cost clerks, and 
stenographers. In the larger retail 
stores, in addition to many of the above 
types of specialization there are display 
men, advertising men and clerks, ele- 
vator operators, tube room clerks, and 
others. But specialization goes far be- 
yond the division of labor within the 
distributing establishment. There is 
the specialization of wholesaling versus 
retailing. Within each of these two ma- 
jor marketing operations there is spe- 
cialization by commodities or lines of 
merchandise, as illustrated by flour job- 
bers, sugar brokers, and millinery 
shops; and further specialization by 
functions, as exemplified by public 
warehouses, factors, and forwarders. 

Closely allied to specialization as a 
factor in efficiency is standardization, 
to which specialization generally leads. 
That there has been much progress in 
standardizing some of the marketing 
functions there is little doubt. Cer- 
tainly many of the procedures in buy- 
ing, selling, credit granting, delivery, 
inventory control, and the handling of 
expenses and records have been the sub- 
ject of standardization in bath retail 
and wholesale fields. 

Use of labor-saving devices i3 another 
factor in efficiency. In the transporta- 
tion of goods, inbound and cutbound, 
all the improvements, such as railroads, 
motor vehicles, steamships, pipe lines, 
and airplanes, have been used by mar- 
keting institutions. For the internal 
movement of merchandise, witness the 
spiral gravity conveyors, chutes, end- 
less belts, elevators, declining tracks, 
skids, tractors, power lift trucks, and 
tiering machines. For the handling of 
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credit in a retail store, note the pneu- 
matic tubes, charge telephones, Tel- 
Autographs, wire carriers, and visible 
records. For accounting and statistical 
purposes there are typewriters, addres- 
sographs, and various billing, bookkeep- 
ing, computing, and tabulating ma- 
chines. The latest equipment is used 
for communication purposes within the 
plant and with distant customers or 
sources of supply. 

A fourth factor in efficiency is the 
organization which is necessary to co- 
ordinate the specialized effort of the 
many subordinates. In this respect the 
larger marketing units have shown no- 
table progress. 

A fifth factor is the provision of op- 
portunity to employees in the form of 
incentives. In this matter, too, market- 
ing has made a good showing, for the 
avenues of promotion or the opportuni- 
ties for increased earnings have in re- 
cent vears been as good in this field as 
in any other. 


Dynamic nature of marketing 


The dynamic nature of marketing 
may be regarded as another factor in 
efficiency. The ever changing character 
of our marketing system and its institu- 
tions prevents stagnaticn and encour- 
ages progress and efficiency. That mar- 
keting has been highly dynamic, almost 
in a state of flux, will be readily con- 
ceded when attention is called to the 
supersedence of the trading post by the 
peddier and the general store, the gen- 
eral store by the mail-order house and 
the specialty or single-line stores, and 
the later development of department 
stores, chain stores, and supermarkets, 
each type of retail institution bringing 
with it more and newer efficiencies, and 
all the changes rapidly advancing the 
state of the arts. Wholesaling has been 
even more dynamic, what with the 
greater specialization in that field both 


. by lines of merchandise and by func- 
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tions. The latter is illustrated by the 
development of some of the newer 
forms of wholesaling such as drop ship- 
pers, wagon distributors, cash-and-carry 
wholesalers, voluntary-group wholesal- 
ers, and retailer-co-operative wholesal- 
ers. To this must be added the array 
of agents and brokers, specialized as- 
semblers and country buyers, manufac- 
turers’ sales branches and offices, bulk 
tank stations, and chain-store ware- 
houses. The marketing system has 
been equally dynamic in the matter of 
policies, methods, practices, and the 
manner of performing specific func- 
tions.® 


Competition 

Competition is a seventh factor in ef- 
ficiency, for under a competitive system 
only the more efficient tend to survive 
in the long run. Even today, there is 
probably more competition in the mar- 
keting of consumer goods than any- 
where else, especially as those goods 
move through the marketing channels 
closer to the consumers. In fact, it is 
believed by many that in the retailing 
and wholesaling of such goods there has 
been too much competition. That is 
why the Robinson-Patman Act, the 
Miller-Tydings Act, the Fair Trade 
Laws, and the Unfair Trade Practices 
Acts were placed on the statute books. 
Not only must a retailer or wholesaler 
meet the competition from other retail- 
ers or wholesalers of the same type, but 
he must also compete with different 
types of retailers or wholesale organiza- 
tions as a class. Thus, the independent 
grocer is pitted not only against other 
independent grocers in his vicinity, but 
also against chain grocery stores and 
against supermarkets. Similarly, the 
wholesale grocer must compete not only 


8 For a further study of the dynamic char- 
acter of marketing, see George B. Hotchkiss, 
Milestones of Marketing, New York: The 
Macmillan Co., 1938, 
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with other wholesale grocers in his terri- 
tory, but also with specialty wholesalers 
in the grocery trade, with wholesale 
grocers who have a tie-up with retailers, 
with manufacturers’ sales branches, and 
with chain-store warehouses. As a re- 
sult, there is no question that all those 
engaged in the retail and wholesale 
grocery business have become vastly 
more efficient than their predecessors. 


Research and tratning 


Research is an eighth factor in effi- 
ciency. It is probably one of the most 
potent corrective forces in business to- 
day. Reference should be made to the 
vast amount of research in recent years 
of the market analysis type, all of which 
has tended to make the cultivation of 
markets more effective and more eco- 
nomical. Research in marketing meth- 
ods, as exemplified by time and duty 
analyses of salesmen, is now making its 
entrance. Much more in this field re- 
mains to be accomplished. 

A final factor in efficiency is organ- 
ized education and training. There are 
now many schools of commerce of the 
collegiate level. An important part of 
their curricula is occupied by courses in 
marketing and merchandising. Such 
subjects are rapidly being introduced in 
an elementary way into the high 
schools. Many business organizations 
provide sales training for their own em- 
ployees, and thousands of men and 
women engaged in marketing attend 
evening classes conducted under various 
auspices, for the purpose of acquiring a 
more formal education in their chosen 
fields of work. While this educational 
and training movement is belated, ‘it is 
making rapid progress and in time 
should result in enhanced marketing 
efficiency. 


MEASURING MARKETING EFFICIENCY 


From the foregoing it would appear 
that the blanket indictment of the mar- 
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keting system on grounds of inefficiency 
is hardly warranted. Even a slight ac- 
quaintance with marketing institutions 
and operations should convince the most 
stubborn that progress has been made 
and that all the factors in efficiency 
cited above have made their impress. 
This may be termed progress in the ab- 
solute. But whether progress has been 
made relative to that recorded for man- 
ufacturing and certain other types of 
production is another question. Critics 
generally believe that production as a 
whole has outstripped marketing in this 
respect, and that is why the indictment 
of inefficiency is made against market- 
ing. But how does one know whether 
and to what extent this relative position 
is true? By what specific criteria can 
the relative progress or efficiency at any 
given time be measured? 


In terms of cost 


The commonest method of measuring 
the relative efficiency of marketing is by 
comparing its cost with the cost in- 
curred in producing the goods. These 
costs may be expressed in different 
ways. In the Twentieth Century Fund 
study, Does Distribution Cost Too 
Much? it was computed that the cost 
of commodity distribution in 1929 
amounted to about $38,500,000,000, or 
59 per cent of the $65,600,000,000 paid 
for finished goods by consumers and 
other terminal buyers. This would 
seem to warrant the conclusion that 
marketing is more costly than produc- 
tion, and hence less efficient. 

Another way of comparing costs is 
by means of relative margins or values 
added. According to certain computa- 
tions,® the gross margin or value added 
in 1929 by farmers was 55 per cent of 
their gross income; for manufacturers it 
was 45 per cent; for wholesalers, 12 per 

2 T. N. Beckman and N. H Engle, Whole- 


saling Principles and Practice (New York: 
Ronald Press, 1937), pp. 505-7. 
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cent; and for retailers, 29 per cent. 
When these percentages are converted 
to a comparable base and are all ex- 
pressed in terms of the consumar’s dol- 
lar, they are 34 per cent for farmers, 28 
per cect for manufacturers, 8.5 per cent 
for wholesalers, and 29 per cent for re- 
tailers. On the basis of these computa- 
tions, one would hardly be justified in 
conc_uding that production, unless it re- 
fers exclusively to manufacturing, is 
more efficient than marketing. 

Even using the $38,500,000,C00 com- 
puted by the Twentieth Century Fund 
as the cost of distribution, there is still 
the question as to whether this amount 
has been properly related and ex- 
pressed. If it is expressed in terms of 
the $83,900,000,000 of goods (f.0.b. 
point of production and importation) 
marxeted during 1929, the cost of dis- 
tribution is 45.9 per cent instead of 59 
per cent.1° Again, when expressed in 
terms of the $139,000,000,000 which 
represents the volume of business done 
by the distribution system, including 
dup-ication in transactions, the cost of 
distribution is but 27.7 per cent. 

At best, costs, margins, or values 
added can hardly be considered a final 
or true measure of the relative efficiency 
of marketing and production. This is 
so even when the cost data have been 
accurately computed and properly ex- 
pressed. In the first place, the market- 
ing and production tasks are not identi- 
cal. Marketing functions and activities 
are often more numerous (including 
buying, selling, transportation, storage, 
financing, and other items, compared to 
the creation of only form utility in the 
case cf production), more complex, dif- 
ferent, and must be performed on dif- 
ferent planes. In the second place, a 
lowering in production costs is often 
possible only through an added burden 
on the distribution end of the busi- 


1¢ Jid., p. 106. 
11 [tid., p. 109. 
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ness and hence a higher cost on the 
latter. 


In terms of output per worker 


According to the Twentieth Century 
Fund, the number of workers engaged 
in the distribution of goods increased 
almost nine times from 1870 to 1930, 
keeping pace with the ninefold growth 
in the physical volume of goods during 
that period, while the number of work- 
ers in production increased but about 
three times? These figures would 
seem to indicate a threefold increase in 
labor efficiency in production and but 
little improvement in this respect in the 
distribution process. A better showing 
for marketing is indicated by the com- 
putations of Professor Converse, who 
concluded that from 1899 to 1929 out- 
put per worker in production increased 
more than one-half, while in distribu- 
tion output per worker increased only 
one-third."* 

The principal weakness in this 
method of measuring the relative effi- 
ciency in production and distribution 
lies in the use of physical production as 
a base. While this index is a good base 
for measuring production efficiency, it 
is misleading as a yardstick for meas- 
uring distribution efficiency. The latter 
must be measured by the volume of 
trade transacted rather than the volume 
of physical production. Since 1870 
marketing channels have changed 
greatly, the entire distribution mecha- 
nism has become more complex, and to 
accomplish a given objective goods 
must be handled on more planes of the 
distribution process, all of which in- 
crease the marketing task—a task 
which cannot be measured by the physi- 
cal production index. 


12 Twentieth Century Fund, Does Distribu- 
tion Cost Too Much? p. 12. 

18 P, D. Converse, “Labor Saving Devices 
in Marketing,” Journal of Marketing, Vol. 
IV, No, 2, p. 156. 
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Another major weakness in the crite- 
rion in question is its total disregard of 
the wide range of services that must be 
rendered by the marketing process to- 
day compared to 1870. Moreover, 
greater risks must be assumed on ac- 
count of rapidly changing styles and 
the handling of perishables produced in 
distant regions. Even the fundamental 
functions of marketing have to be per- 
formed today in a very different man- 
ner, as witnessed by the quick delivery 
service now rendered to customers, all 
of which adds to the cost and the em- 
ployment of labor despite enhanced effi- 
ciency. 


In terms of wages paid 


If it is assumed that labor in manu- 
facturing is much more efficient than 
labor employed in marketing, wages 
paid to the former should of necessity 
be much higher than in the latter in- 
stance. This would follow from the 
marginal productivity theory of wages, 
according to which there is a tendency 
in a competitive society for wages to 
approximate the value of the addition 
made to the total product of an enter- 
prise by the marginal laborer. Yet, 
what are the facts in the case? 

Census data show that average an- 
nual salaries and wages paid by manu- 
facturers in 1929 were $1,315 per 
employee. In retailing, the average 
annual earnings per full-time employee 
were $1,312, and in wholesaling they 
were $1,875. From these data it would 
seem that marketing has the edge over 
manufacturing in efficiency, since the 
productivity of labor in marketing is 
apparently high enough in value to 
justify higher wages. 


CONCLUSIONS 
The truth of the matter is that as yet 
no valid and satisfactory criteria for 
measuring the efficiency of marketing 
in relation to that of production have 
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been discovered. Moreover, the com- 
plexity of the situation and zhe wide 
differences in the two phases of eco- 
nomic activity give little promise of an 
early solution to this problem. 

It may therefore be best to turn at- 
tention to the possibility of measuring 
marketing efficiency in the absolute, in 
terms of the factors in efficiency and 
in the light of a given state of the arts. 
It is pretty well conceded that consid- 
erable use has been made by marketing 
organizations of such factors a3 special- 
ization, organization, incentives, evolu- 
tion, and competition. In the man- 
agement of personnel, marketing has 
certainly been at least as efficient as 
production. In fact, if personnel man- 
agement efficiency is to be judged by 
satisfaction of employees and absence 
of labor disturbances, marketing has 
outstripped production in this respect. 

At the same time there are many 
small marketing units which cannot 
very well utilize the specialization fac- 
tor. Furthermore, throughout the mar- 
keting system much less use has been 
made of labor-saving devices than in 
production, partly because these de- 
vices have limited application to such 
functions as buying and selling, and 
partly on account of the many small 
units operating in the distribuzion field. 
The same reasoning applies very largely 
to the standardization factor. 
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On the other hand, less progress has 
been made in distribution with respect 
to research and organized education and 
training than in production. But even 
now and with the meager data at our 
disposal, it is possible to measure the 
efEciency of the various institutional 
segments of our marketing system, as, 
for example, the consumer co-operative 
in comparison with the independent re- 
tailer, the chain store, and the super- 
market. Assuming proper allowance 
for size of business and a comparison of 
enterprises dealing in the same line of 
merchandise, costs or margins are a 
very satisfactory criterion, as are the 
output (sales) per employee, the rate 
of stock-turn, the receivables turnover, 
and the cost of performing specific func- 
tions. These criteria are even more ap- 
plicable in measuring the efficiency of 
a specific marketing organization, ior in 
this case it is possible tc make compari- 


- son with standards derived from a study 


of firms operating in approximately the 
same way. In such cases not only is 
the firm studied matched for size and 
line of business, but it is also matched 
functionally. Moreover, in any given 
marketing enterprise, practically all the 
techniques of scientific management de- 
veloped in the field of production can 
be adapted for the purpose of establish- 
ing standards by which day-to-day per- 
formance can be measured. 
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Consumer Standards and Marketing 


By Donatp E. MONTGOMERY 


HEN Sadie Jones buys a cotton 

dress, said C. B. Larrabee of 
Printers’ Ink last October, she is not in- 
terested in tensile strength, washability, 
and such dull stuff. What she cares 
about is style, because, said he, the only 
standard Sadie sets for her dress is that 
it knock Johnny Smith for a loop. 

You can see what he means. He is 
trying to say that we sober consumers 
want to take the joy out of life. 

This is not the place to picture the 
joy of having $25 a week to spend to 
supply four persons of the average fam- 
ily with food, clothing, shelter, and all 
other goods and services, including med- 
ical care, if any. It’s an amusement 
that half the families of the country 
can’t share, because they do not have 
that much to spend. But this és the 
place, perhaps, to tell what standards 
have to do with the joy of life. This re- 
quires first that something be said about 
what standards are, and also, for answer 
to Mr. Larrabee and others, what they 
are not. 


WHAT STANDARDS ARE 


Words we use in talking together are 
standards, of a sort. They are descrip- 
tions of ideas that people want to com- 
municate to each other. But because 
most of our ideas and the words we use 
for them are not understood in the same 
way by speaker and listener, we have 
had to find ways of giving them the 
same precise meaning to the speaker 
and the spoken to. This makes them 
more serviceable as standard repre- 
sentations of ideas. 

When reduced to writing in contracts, 
words become more precise, made so by 
interpretations of courts. Repeated in- 
terpretations give many words an ac- 
cepted legal meaning which is the same 
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to both parties. Then they have be- 
come standard words for purposes of 
the law. 

Some words are made even more pre- 
cise when people who, for example, 
have a special interest in a particular 
commodity come to an agreement that 
the words which name or describe it 
shall have the same meaning to all of 
them, a meaning for which they have 
drafted the specifications in precise lan- 
guage and measurements. Such words 
are the standards of commerce When 
the specifications relate to the perform- 
ance characteristics of a commodity, 
they become especially suited for use as 
consumer standards. 

A legislature may take one of these 
standard descriptions evolved through 
custom, contract, or agreement, and 
give it more precise legal status. It 
may enact that a commodity conform- 
ing to specifications shall be sold by 
that name, while one that fails to con- 
form shall not have that name applied 
to it. Or it may authorize an executive 
department of government merely to 
draft standard descriptions, leaving it 
to those who trade in the commodity 
to use or not to use them as they see 
fit. 

Thus a standard is a description. To 
be commercially useful it must be rea- 
sonably precise, suited to the purpose 
for which it is used, and generally ac- 
cepted among those who use it. It may 
describe things or what we do about 
things. It may be a commodity stand- 
ard, like “pure” preserves; or a stand- 
ard of conduct, like going to church; or 
a standard trade practice, like quoting 
terms “2% ten days, 30 days net.” 
The standard itself is just a description, 
but behind it is some kind of consensus 
-—backed by opinion, custom, agree- 
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ment, law, or regulation—that this or 
that be done with respect to it. 

A home economist’s standard for a 
cotton dress is useful because iz defines 
precisely its utilitarian qualities. But 
as yet it is not much used, because it is 
not the custom to sell dresses on the 
basis of guaranteed utility. Sadie 
Jones’s standard for the dress is how 
she is going to look when she has it on. 
It is so far from precise that it does not 
qualify at all as a trade standard, but, 
such as it is, it is useful because it is 
well recognized by Sadie’s boy friends. 
Moreover, it is widely used because the 
custom of selling dresses by appealing 
to Sadie’s vanity stems from very an- 
cient principles. 


WHAT STANDARDS ARE Not 


When applied to consumer goods, 
there are two things that standards 
should not be. They should not be 
rules requiring dull uniformity of prod- 
ucts offered for sale. Nor should they 
be drawn up in terms that only an ex- 
pert can understand. 

Take Sadie Jones again. She wants 
variety to choose from, that she may 
achieve her purpose in her own particu- 
lar way. After all, knocking Johnny 
for a loop is a personal matter. The 
standards and informative labels pro- 
posed by consumer organizations will 
not deprive her of that pleasure. There 
will always be enough Sadies buying 
dresses with malice aforethought to 
stimulate variety in dresses offered for 
sale. Even if our Sadie should steal a 
glance at the label, does anyone believe 
that true love is thereby diverted from 
its course? Sadie, too, might root for 
standards if it were possible to grade- 
label sex appeal or specify it on an in- 
formative label. 

Then there are the many Sadie 
Joneses who at the time of buying a cot- 
ton dress have no Johnny Smith in mind 
at all. They want wear and washabil- 
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ity, and as much of each as they can get 
for the money they have to spend. For 
them, the important thing is that the 
standard description on the label be 
useful. They do not want it to tell 
technical facts like thread count and 
tensile strength. They want a simple 
description that will enable them to 
compare quality of one dress with an- 
other. It should help them also to re- 
member the standard from cne pur- 
chase to another, so they can learn by 
experience what kind of dress meets 
their individual needs. Preferably this 
description should tell them what the 
dress will do: the durability of its mate- 
rials and of its fabrication, how it will 
wash, its colorfastness, its probable 
maximum shrinkage. This information, 
to be comparable and comprehensible, 
should be expressed by grades cr in 
simple measurements or statements of 
fact. 

Persons seemingly not friendly to 
these purposes tell us thet standards for 
consumer goods will mean regimenta- 
tion of consumer choice, or will force 
detailed technical information upon 
consumers who are not interested. Nei- 
ther of these unhappy events is likely. 
Despite much recent claptrap to the 
contrary,’ the bugaboo of totalitarian © 
command cannot be found under the 
“standards” bed, because it isn’t there. 
Nor is it true that standard descriptions 
of things will make life more complex or 
less enjoyable. On the contrary, stand- 
ards can liberate people from perplex- 
ity, and can help them to get their 
money’s worth for the few dollars which 
most of them have to spend. That’s 
what standards have to do with the joy 
of life. 


STANDARDS Arp CONSUMER CHOICE 


Use of standards can aid consumers 
directly by informing their choices. It 
can aid them indirectly by promoting 
more honest and more rational and 
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therefore less costly marketing meth- 


While many consumer choices are ar- 
rived at just for the fun of the thing, 
the vast majority have a tougher pur- 
pose. Consumers need to know what a 
product is good for, how much it costs, 
and how much of it they get at that 
price. Three variables—price, quan- 
tity, and quality; and each of the three 
is a complex of variables. Here is a 
problem difficult enough under the best 
of circumstances, but let us note how 
the practices of the marketplace com- 
pound the difficulty. 

Take units of quantity, for example. 
Most consumers think that weights and 
measures are already standardized. 
This is a venerable fiction. The Found- 
ing Fathers saw the need for a reliable 
national system of measuring quantities 
as well as for coinage of fixed weight 
and fineness, and made provision for 
both in the Constitution. Fundamental 
units of weight and measure as well as 
money units have been defined by the 
Federal Government. The Government 
takes care to see that only true money 
passes. But the use of quantity stand- 
ards in transactions is not required by 
Federal law; it is left to state and local 
jurisdiction. Consequently, in some 
states adherence to quantity standards 
is accomplished effectively and at small 
cost, while in others so little is done to 
insure their use that the standards 
themselves have little practical value. 
Some measures, like the weight of a 
bushel, vary from state to state and 
from one commodity to another. Con- 
sumers care greatly about the prices 
they pay per pound, per quart, per 
yard, per bushel; but neither they nor 
the merchants can be sure that a pound, 
a quart, a yard, or a bushel is delivered 
when accuracy of measuring devices is 
not tested and transactions are not 
checked. 

Most packaged consumer goods carry 
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a declaration of quantity of contents on 
the label. Assuming such declarations 
to be accurate, the consumer’s problems 
do not end there. There is the off-size 
package, for instance. Though the 
short packages carry true declarations 
of contents on the label, they deviate 
from time-honored standards. Test 
purchases again and again have shown 
that merchants as well as consumers 
deal in off-size packages as though they 
were full size. 

In the canning of fruits and vege- 
tables so many “off sizes” are in use 
that standard sizes almost lose their 
meaning. A recent survey disclosed 
more than 155 different shapes and sizes 
of cans. Quantities stated in a variety 
of ounces and fractions, and prices 
quoted for lots of two or three or four 
cans, put the calculation of compara- 
tive costs quite beyond the reach of 
the hurried housewife who inadver- 
tently has left her slide-rule at home. 

Added to variation in package size 
are the arts of magic. Containers may 
be made to trick the eye. A Federal 
law now bans this practice for foods, 
drugs, and cosmetics moving in inter- 
state commerce. Some states, too, have 
laws directed against deceptive pack- 
ages. 

The consumer who, in spite of such 
difficulties, has learned how much he is 
paying for quantity is then in a position 
to know how much he pays for differ- 
ences in quality. Here he faces even 
greater confusion. 

Prevailing non-use of quality stand- 
ards in the sale of consumer goods 
means that there is no trade language 
by which merchants can describe and 
consumers can recognize comparative 
qualities. Comparatives and even su- 
perlatives are freely used in sales ap- 
peal, but they are not precise and do 
not relate to a common base. In the 
absence of standards, consumers either 
rely upon brand names as guides to 
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quality or attempt to guess relative 
quality by comparing prices. 


How CONSUMERS CHOOSE 


Many difficulties beset the consumer 
who tries to gauge quality Ey brand 
name. First is the fact that the words 
used to designate brands are not in- 
formative. To receive registration as 
trade-marks, brand names must by law 
be fanciful rather than descriptive. They 
must identify and distinguish a product 
without usurping the descriptive words 
and phrases of a language that is the 
common property of all When a man- 
ufacturer adopts a separate brand for 
each of several grades of products, the 
names assigned to them seldom inform 
the consumer of their relative standing. 

Brand fails to represent quality if the 
quality sold under it is not consistently 
maintained. It may vary substantially 
at any one time. It may change from 
season to season. Geography may be a 
factor, one region receiving better qual- 
ity than is shipped under the same 
brand to other regions. 

Even when brand names ar2 applied 
to products that consistently meet a 
fixed standard, it is left to the consumer 
to discover what that standard is, and 
how the various brands compare. Con- 
sumers are told that reliabl2 brands 
carry with them the reputation and 
good faith of the concerns that own 
them. This begs the question. Grant- 
ing that every established brand carries 
its owner’s reputation, the question re- 
mains: Reputation for what? Only the 
rare manufacturer of priceless precision 
instruments or expensive oddities is try- 
ing to make the very best product that 
can be made. Many of them are mak- 
ing a reasonably best grade of product, 
and many are deliberately making prod- 
ucts not up to the best but good at a 
price. This is good sense; it corre- 
sponds to the demands of consumers. 
Practically no consumers can buy the 
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absolutely best; relatively few can af- 
ford the reasonably best; most must be 
satisfied with the best they can get at 
the price paid. But how get it? Good 
faith and reputation stamped on the 
label mean little unless the consumer 
knows what specific quality the reputa- 
tion is meant to stand for. Most names 
and labels do not disclose this all-impor- 
tant fact. 

Not specific quality, but quality-at- 
a-price, is guaranteed by a brand. As 
an aid to intelligent purchasing, this 
leaves much to be desired. Consider, 
for example, a brand that appears on 
towels which range in price and quality 
from highest to lowest. Each towel 
bearing the brand may be the best buy 
at its price level, but which is the better 
buy for Mrs. John Jones? And how is 
she to choose between tke values offered 
under one brand and the values offered 
under another? 

So at last the consumer who wishes to 
buy by brand must find out for himself. 
He must learn what brands are intended 
to designate specific quality, which of 
such brands attach to the particular 
quality he desires to buy, and how con- 
sistently that quality is maintained. It 
is a process of trial and error that con- 
fronts him, an outrageously expensive 
process for his limited purse and an im- 
possibly difficult one for his limited 
skill. Making it practically hopeless 
are the great multiplicity of brands he 
will find in almost every market, and 
the rapid changes that take place in the 
brands available. 

Many consumers, therefore, make 
their selections on the basis of price as 
often as by brand. Standards are used 
in the price field. The $1.00 shirt, the 
$22.50 suit, the 5-cent candy bar, are 
standard prices. Established price lines 
tie down at least one of the variables 
in the price-quantity-quality enigma. 
Their popularity tends to prove the 
case for standards as a means of simpli- 
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fying things for retailers and their cus- 
tomers. But not all prices are stand- 
ardized, and often it is difficult to 
compare one price with another in order 
to use it as a guide to quality. 

Here the absence of quality standards 
creates confusion. Not all goods of the 
same price line are of equal worth. 
Large variations in price occur among 
products which cannot possibly range 
far apart in actual usefulness. Tests of 
consumer goods repeatedly have shown 
how unreliable prices may be as indi- 
cators of quality. 


THE CONSUMER’S DILEMMA 


A recent report from Ohio State Uni- 
versity on price and quality of canned 
corn and tomatoes sums up the many- 
horned dilemma of the housewife as fol- 
lows: 


When the goods are enclosed in cans that 
are sealed, rigid and opaque, her uncer- 
tainty about the utility of the contents is 
even further increased. As a consequence 
she has come to rely upon the price as a 
buying guide. But we have seen that price 
alone merits no confidence as a basis for 
predicting quality We have observed also 
that brand names frequently cannot be de- 
pended upon—that a given brand some- 
times varies both in quality and in price. 
Moreover, personal familiarity with the ac- 
tual quality of all competing goods is out 
of the question for the average consumer. 
Even granting complete freedom from in- 
accuracies and misrepresentations in ven- 
dors’ claims and on labels, the multiplicity 
of brands offered even in a limited market 
precludes familiarity with all by any one 
individual. 


Thus perplexities pile up. It is an 
astonishing fact that the products of 
modern industry, manufactured with 
amazing skill at very low cost, must 
pass to the consumer through a dark 
wilderness where guesswork and super- 
stition prevail. Yet consumers them- 
selves are as up-to-date as manufactur- 
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ing. The usual alibi for irrational 
marketing procedures is that consumers 
neither want nor know how to spend 
money rationally. This is not borne 
out by their proven capacity to keep 
up with the mechanical complexities of 
goods they use every day. Their mass 
skill in using the elaborate products of 
manufacturers would have been thought 
impossible in 1900. 

Little wonder is it that industries de- 
siring to go in for consumer education 
arrange personally conducted tours 
through manufacturing plants where 
consumers may see and believe what is 
indeed the remarkable part of our mod- 
ern economy. What they see there is 
tangible, beautiful. The gross inepti- 
tude of what takes place at the retail 
counter is not tangible, is not readily 
apparent. 

Yet it is nonetheless real, and no 
greater mistake can be made than to 
dismiss it as something for a few con- 
sumer reformists to worry about. It is 
something for distributors and market- 
ing experts to think about. Without 
standards for goods or comparability of 
prices, competition barges through the 
consumer goods market like a drunken 
driver. Distributors bear, the brunt of 
this. Many well-recognized marketing 
faults and problems may be traced quite 
directly to the difficulties consumers 
face. Various kinds of unfair practice 
flow from the established custom of 
not describing consumers’ goods. 


Prick-Frxinc Laws 


Then there is the chain of problems 
by which we can trace the recent wave 
of price-control legislation right back to 
the hit-or-miss manner in which con- 
sumers must choose from among com- 
petitive products. The sequence can be 
specifically set down. 

The first step is the overloading of 
the function of brands. If a standard 
is available, a brand can stand as the 
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maker’s guaranty that quality is as de- 
scribed in the standard. Then it be- 
comes indeed the priceless ingredient of 
fidelity without which the standard it- 
self is only an academic formula. With- 
out a standard, the brand serves as 
guaranty of a quality that is not de- 
scribed and can only be guessed at. 
Instead of a pledge of fact, it becomes 
a symbol of faith in an undefined un- 
known. 

Follows next the necessity upon small 
dealers to find objects of faith more 
persuasive to customers than their own 
names. These they find in large and 
well-known brands. Follows irom this 
the opportunity of large dealers to com- 
pete by using their own privaze brands 
which cost them less and sell for less. 
Follows also, because of this alternative, 
the power of big dealers to buy big 
brands at lower prices than small deal- 
ers pay for them. Follows, accordingly, 
the Robinson-Patman Act, a tortuous 
remedy for a malady which commodity 
standards might do much to eradicate 
by putting small dealers back in the 
running. 

In this struggle between big and little 
brands, who knows how the things 
branded compare in actual quality? 
Certainly not the consumer. Follows, 
therefore, the easy road to misrepre- 
sentation of competing products. This 
is unfair competition. ‘Truth-in-ad- 
vertising” campaigns have been able to 
do little more than skirt the fringes of 
the problem, because sellers and buyers 
have different ideas about what is true 
in any given case. Descript:ve words 
to be “true” must mean the same to 
both. 

For the same reason, prices are read- 
ily misrepresented. Any good merchant 
knows how easy it is for his competitor, 
when a buyer’s market prevails, to 
boast of price reductions which are not 
that at all, but are low prices made pos- 
sible by concealed debasing of quality. 
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He knows, too, the temptation in a sell- 
er’s market to resort to hidden price 
advances by maintaining established 
price lines while substituting inferior 
materials. In the recent upswing of 
matezial costs this deception not only ’ 
has found widespread use, but here and 
there has been lauded as a service of 
incustry to consumers! Such an af- 
front to consumers’ rights may be 
glassed over, but among business men 
there is no gainsaying the fact that a 
merchant who hides his price rise by 
cutting quality competes unfairly with 
the merchant who maintains quality 
and openly puts his price up. 

Now put two and two together. Be- 
cause little dealers’ big brands cost 
mere than big dealers’ little brands, and 
because unfair competition thrives on 
the little that consumers and dealers 
know as to the relative merits of com- 
pe-irg products, little dealers have been 
able to make out a case for price fixing 
which few American legislatures have 
be2n able to resist. The first step was 
to authorize fixed prices on big brands. 
The purpose was to make sure that 
prouts which consumers contribute to 
big dealers when they buy their little 
brands shall not be used to entice 
through price cuts the trade of con- 
sumers who trust only big brands. This 
leaves the door open, however, to the 
lowy-drice challenge of [ttle brands sold 
by big dealers. Follows, therefore, a 
second form of price firing: laws which 
prevent sales below irvoice cost, fol- 
lowed by laws which require a minimum 
markup over cost. Comes next, pre- 
sumably, a temptation to raise the ante. 

If, as seems probable, costs rise as 
margins rise, price fixing will increase 
distribution costs. Should this prove 
trie, lack of commodity standards will 
deserve a considerable part of the 
blame, for that is the zoot of the little 
dealer’s difficulty. 

Still other distribution cost burdens 














utable to the uncharted chaos 
ers’ goods. The well-known 
H-goods evil is certainly due in 
the fact that most retailers do 
w what kind of goods they are 
and most consumers do not know 
ind they are buying. Merchants 
with consumers to be more care- 
vhen they buy, that this cost may 
inimized. Caution is indeed ap- 
opriate for those who stumble in the 
k through a room filled with break- 
bles, but one wonders if it wouldn’t be 
etter to turn on the light. 


WHAT STANDARDS COULD ACCOMPLISH 


Consumers could aid in relieving in- 
dustry of some of these marketing bur- 
dens and in restoring fair opportunities 
for distributors if they were permitted 
to do so. That role is denied them so 
long as they must go blind to market. 
The stupid fiction that they prefer it 
that way, like to be fooled, lack the in- 
telligence to choose what they want or 
to know what is good for them, is a 
rationalization in defense of the status 
quo. It is comforting, no doubt, to be- 
lieve that the ills of distribution are 
survivals of the past and that time will 
cure all. But is this true? Rather it 
seems that dealer and consumer diffi- 
culties get worse as the products of in- 
dustry get better and more abundant. 
Perhaps the machine too eagerly presses 
the production manager to press the 
sales manager to exert pressure on con- 
sumers. If this is so, time alone will 
not work a cure, but we must take steps 
to make distribution a really competent 
copartner of production, which already 
has its specifications, schedules, guides, 
and measurements. Fundamental to 
such enlightenment of distribution are 
standards for quality and performance 
of consumer goods. _ 

Quantity standards generally en- 
forced in transactions will give honesty 
and meaning to quoted prices. Simpli- 
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fication of units employed is also desir- 
able. The average consumer in a life- 
time sees and handles oniy ten money 
units. He scarcely needs the hundreds 
of quantity units and package sizes in 
which prices are quoted to him. He 
should be given a chance to find out 
what price per unit he actually pays, 
how prices compare, and when and how © 
much they move up or down. That 
would help dealers, too, as a protection 
against misleading price comparisons. 

With quality standards, the purpose 
should not be to limit variety. Here 
the consumer wants widest freedom of 
choice. But his freedom of choice is 
meaningless if he does not know what 
he is choosing. Quality standards 
should describe this variety to him, not 
limit it. When he can know and com- 
pare the differences of things, his free- 
dom to choose becomes a useful free- 
dom. 

Accurate and serviceable descriptions 
of commodities will not discourage nov- 
elty, nor will they deprive zhe producer 
who makes a new or better thing of his 
reward. The advantage of the un- 
lighted fog through which goods now 
move into the possession of ultimate 
consumers is to spurious novelty and 
fictitious superiority. 


CoNSUMER CHOICE AND FREE 
ENTERPRISE 

Hanging to the tail of this simple 
proposition is a moral of rather large’ 
importance to “America at the cross- 
roads.” Ours has become a part-time 
economy. Divided counsels are heard 
on how to put it to work full time. 
More or less regulation or more or less 
freedom of enterprise is a critical issue 
in the controversy. Practically every- 
one favors free enterprise. Most seem 
to overlook, however, that the freedom 
of ultimate consumers to choose what 
they like from the goods and services 
offered by free enterprise is at once the 
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regulator and the social justification of 
that scheme of things. So the moral is 
that we shall not have a socially satis- 
factory system of free enterprise unless 
we can assure consumers genuine free- 
dom of choice. 

Organized consumers recognize this 
and assert it. The right of consumers 
to freedom of choice, made real by use- 
ful knowledge of the things they choose, 
is a basic plank in the platform for 
business-consumer relations drawn up 
by three national women’s organiza- 
tions. Retail groups are beginning to 
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recognize it, too. Some alr 
hands with consumers to try 
freedom of choice a reality. 

tive selling is their program, 
key to informative selling is fs 
standards of quality and perfo 
of consumer goods. Meanwhil 
marketing profession has an op 
nity to help. It may be that a p 
sion also serves which only stands 
waits, but it had better not wait ` 
long. The unprofessional retailer a 
the mere consumer, working togetk 


may pass it by. 
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Employment, Wages, and Labor Relations 
in Marketing 


By P. D. CONVERSE 


HE immense network of marketing 
operations has naturally absorbed 
a large number of the Nation’s gainful 
workers. This paper attempts an ex- 
amination of their number and eff- 
ciency, their earnings, and their labor 
relations. 
Figures showing the number of per- 
sons engaged in trade and transporta- 


tively increasing importance of market- 
ing in our economy. 

The figures gathered in connection 
with the population census show a 
larger total number of persons employed 
than can be accounted for by the fig- 
ures of the average number of employ- 
ees reported by various industries. In 
1929, six of the leading industries (man- 


TABLE 1—Perrsons GAINFULLY EMPLOYED, 1870-1930 








Percentages Engaged in 











Year : Number 
(in thousands) Production 
1870 12,506 . 69.0 
1880 17,392 66.1 
1890 22,736 62.7 
1900 29,073 60.1 
1910 38,167 635 
1920 41,614 59.7 
1930 48,820 52.8 


tion have been published by the census 
for many years." These figures tell an 
interesting story. They show that the 
proportion of the gainfully employed 
workers engaged in marketing (trade 
and transportation) has increased from 
decade to decade—from 9.9 per cent in 
1870 to 20.4 per cent ir 1930, as shown 
in Table 1. This indicates the rela- 


1 These figures are incomplete and do not 
include all persons engaged in marketing and 
we do not know that the coverage was the 
same from decade to decede. These figures 
do not list the persons employed by factories. 
mines, and farmers who are engaged in buy- 
ing and selling activities, or those engaged in 
marketing activities in the service trades, 
amusement enterprises, investment firms, real 
estate businesses, insurance companies, and 
hotels. 


Marketing Professional, Clerical, 

and Domestic Work 
9.9 21.1 
10.8 23.1 
14.6 227 
16.4 23.5 
16.4 20.1 
17.6 22.7 
20.4 26 8 





ufacturing, retailing, wholesaling, rail- 
roading, construction, and mining) em- 
ployed about twenty million persons, 
while if we deduct other groups re- 
ported in the occupation census, we 
would expect these industries to have 
employed some twenty-four million per- 
sons. It appears that many persons re- 
porting themselves employed to the 
population census enumerators were not 
employed or were employed very ir- 
regularly. It has been painfully ob- 
vious since the establishment of na- 
tional relief that many persons who had 
reported themselves as gainfully em- 
ployed to the census enumerators were 
not so employed or else found it de- 
sirable not to be employed when relief 
became available on a hitherto un- 
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known scale. The numbers of unem- 
ployed reported by the relief agencies 
were much larger than can be accounted 
for by the depression. 

The understatement of the number of 
persons engaged in marketing is further 
shown by the figures in Table 2 for 
1935, which are taken from various 


TABLE 2—Numser OF PERSONS EMPLOYED 
IN CERTAIN INDUSTRIES, 1935 














== 
Tadustties Produc- Market- 
tion ing 
Manufacturing... 8,263,065 |  523,632° 
Miring and quarry- 

STe EEEE . 842,047 
Farming... . 8,457,952 
Construction 478,330 
Oil wells (1930) .. 105,224 
Forestry and ishing 

(1930) . 250,469 
Wholesale trade.. 1,358,390 
Retail trade . §.473,212 
Railroads. 994,371 
Insurance and real 

estate.. 159,314 | 394,089 
Miscellaneous mar- 

keting . . : 523,849 
Totals. 18,556,401 | 9.267,543 
Percentages of total . 66.7 33.3 








9 Census of Business: Distribution of Manu- 
facturers' Sales, 1935, p. 23. 

è Arbitrary division between production 
and marketing. 


census reports. They show that of the 
27,824,000 persons employed in these 
industries, one-third were engaged in 
marketing. It is obvious that this is 
an understatement, for it shows no mar- 
keting employees for mining, farming, 
construction, forestry, or fishing. Most 
farmers spend a part of their time in 
marketing their products. The half- 
million marketing employees reported 
by manufacturers are only those who 
spend all or a major portion of their 
time in marketing. There are probably 
many others who spend all or a major 
portion of their time in marketing ac- 
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tivities, such as making out invoices and 
purchase orders, keeping records of ac- 
counts payable and accounts receivable, 
sending out statements and collection 
letters, handling salesmen’s expense ac- 
counts, and so forth. It is probable 
that something like 40 per cent of the 
time of the employees in these eleven 
industries was devoted to marketing ac- 
tivities. The industries included in this 
table make up the major portion of our 
economy except for professional, gov- 
ernmental, clerical, and domestic work- 
ers, 


PRODUCTIVITY OF WORKERS 


The usual explanation of the increas- 
ing proportion of our workers engaged 
in marketing is that the production of 
goods has increased and that labor-sax- 


ing machinery has been used moré in- 


production than in marketing. With 
more goods to market and with fewer 
labor-saving machines and methods 
available, marketing activities have re- 
quired an increasing proportion of the 
populaticn. Another reason given is 
that the consumers demand more serv- 
ices, such as a greater variety of goods 
from which to make selections, longer 
credit periods, exchange privileges, fre- 
quent deliveries, expensive fixtures, and 
air-conditioned stores. It is also said 
that the rapid changes in fashions in- 
crease the risks of marketing for manu- 
facturers, wholesalers, and retailers. 

There may be some truth in each of 
these statements, but we must not con- 
clude that workers in marketing are less 
productive than those engaged in pro- 
duction, or that no labor-saving devices 
are used in marketing. 

Table 3 shows the average wealth 
created by workers in certain industries 
in 1929. The figures are the “values 
added” divided by the number of work- 
ers. The figures are affected by the 
scale of wages, the return on capital, 
and profits. Wholesaling was near the 
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top of the list and retailing near the 
bottom. 


TABLE 3—Averace WEALTH PRODUCED 
PER WORKER, 1929 


Value added 
Industry per worker 
Lumbering and fishing $4,480 
Wholesaling 4,460 
Manufacturing 3,620 
Mining 3,110 
Railroading 2,780 
Retailing 2,290 
Farming 896 
Farming 1,4392 


* Food and fuel produced and consumed by 
farmers included at city prices. 


Indices to show the volume of goods 
produced and marketed per worker are 
shown in Table 4. The numbers of 


TABLE 4—InpIcEs oF QUANTITIES OF 
Goops PRODUCED AND MARKETED 
PER WORKER 


Year Production Marketing 
1869 100 100 
1879 145 139 
1889 217 146 
1899 234 130 
1899 100 100 
1909 114 114 
1919 149 129 
1929 204 136 
1935 182 124 


workers are taken from census reports. 
The division between workers engaged 
in production and marketing activities 
is not altogether accurate, but it is as- 
sumed that the division is comparable 
from census to census. It is often said 
that the census reports more persons as 
employed than actually are employed. 
Here again we assume that such errors 
are comparable from one census to an- 
other. To measure the volume of goods 
produced and marketed, I have used 
the value of manufactured goods ad- 
justed for exports and imports and for 
changes in general prices for the period 
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from 1869 to 1899. From 1899 to 
1929, I have used an index of physical 
volume of production as prepared by 
Day and Thomas? and the Federal 
Reserve Board. 

These indices are better adapted to 
serve as a base for computing output 
per worker in production than in mar- 
keting, owing to the lack of inventory 
adjustments. More or less goods may 
be produced in a year than are mar- 
keted in the year. This may partially 
explain the more even trend in the pro- 
duction index than in the marketing in- 
dex. The index of output per worker 
naturally varies with the figures used to 
measure volume of goods produced and 
marketed. Several figures were tried, 
and those used showed neither the larg- 
est nor the smallest increases in effi- 
ciency. These indices must be taken 
as showing only general trends. It 
therefore seems best not to support too 
long a period on one base year. 

The rate of increase, however, ap- 
pears to vary much more in marketing 
than in production. One reason for this 
may be that factories and mines may 
adjust the number of workers to their 
volumes of production much more 
quickly than marketing concerns, hiring 
and laying off men in line with their 
volume of orders while marketing con- 
cerns more often regard their employees 
as permanent. Many marketing con- 
cerns are operated by their owners (e.g. 
partners) and the members of their 
families. ‘This is true of many retail 
and wholesale stores, assemblers of farm 
products, and brokers. In such cases 
the number of workers cannot ezsily be 
decreased when business declines. Thus 
in a year of declining sales, the volume 
of goods marketed per worker will de- 
cline. When business improves, addi- 
tional workers will not be hired until 


2Edmund E Day and Woodlief Thomas, 
The Growth cf Manufactures, 1899 to 1923, 
a census publication. 
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all family workers are as fully employed 
as they want to be. 

From 1929 to 1933 the number of 
employees in manufacturing declined 31 
per cent, while the decline in persons 
engaged in retailing, wholesaling, and 
railroading was 15 per cent (retailing, 
less than 5 per cent; wholesaling, 26 
per cent; and railroading, 42 per cent). 

During the period covered by the 
figures there was a remarkable increase 
in the output per worker in production. 
This was true of workers engaged in the 
extractive industries such as mining, 
and in farming, and in manufacturing. 
There was also a notable increase in the 
efficiency of workers engaged in market- 
ing. 


EFFICIENCY OF WORKERS 


The efficiency of marketing is best 
measured by the volume of goods mar- 
keted per worker. Some have felt that 
there has been little if any increase in 
the output per marketing worker, at 
least since the building of the railroads. 
The indices presented in Table 4 show 
that there has been a notable increase, 
though it is much less than that in the 
efficiency of production. Some reasons 
for the increase may be: operation of 
larger freight trains; development of 
highways and motor truck transporta- 
tion; development of cash-carry and 
self-serve cash-carry stores; purchase of 
larger articles, such as automobiles and 
mechanical refrigerators, by consumers, 
so that an hour of the salesman’s time 
secures more dollars of business; * su- 
permarkets in the food trade; develop- 
ment of integrated concerns that abolish 
or reduce selling expenses between steps 
in the trade channel and which reduce 
the percentage cost of selling and buy- 
ing between manufacturers and retail- 


8 This reason is given by Wm. H Lough in 
High Level Consumption to explain the de- 
crease in the cost of marketing manufactured 
goods between 1913 and 1931. 
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ers; billing, bookkeeping, and tabulat- 
ing machines; telephone and telegraph; 
development of mechanical devices such 
as skids, tractors, endless belts, and 
power lift trucks; and development of 
standardization. 

On the other side, there are certain 
factors which allegedly tend to decrease 
the quantity of goods marketed per 
worker. Among these may be men- 
tioned: shorter hours; increased serv- 
ices rendered consumers; increased 
competitive wastes in advertising and 
selling; increased number of stores in 
some localities, resulting in much wasted 
time for their operators; and increase 
in the number of reports that must be 
made to governmental agencies. The 
number of reports required of market- 
ing concerns has increased greatly since 
1933. Hours for many workers have 
been shortened since 1929. These may 
account for a part of the decreased vol- 
ume per worker from 1929 to 1935. 


WAGES 


With the exception of retail employ- 
ees, workers in marketing receive good 
wages compared with those in produc- 
tion, as shown in Table 5. The employ- 
ees of wholesalers, railroads, advertising 
agencies, and radio broadcasting sta- 
tions receive higher annual wages than 
those paid in manufacturing, mining, 
construction, and farming. The wages 
of farm hands, because of board, house 
rent, fuel, pasturage, garden space, and 
low rural living costs, are hardly com- 
parable to those of urban workers. The 
lowest wages seem to be paid by the 
service industries, hotels, and tourist 
camps. Retail employees are paid 
slightly more than employees in service 
industries and slightly less than those 
in the amusement industries. 

The variations in wages furnish 
ground for speculation. Some indus- 
tries have relatively large numbers of 
executives and this partly accounts for 


EMPLOYMENT, WAGES, AND LABOR RELATIONS IN MARKETING 153 


TABLE 5—Averace ANNUAL WAGES OF EMPLOYEES IN VARIOUS 
INDUSTRIES IN 1935¢ 


























Number of Average 
I Number oF Active Pro- | Number of Annual 
ndustry Establish- : 
ents prietorsand | Employee | Wage per 
Partners Employees 
Farming 6,812,350 | 10,762,012 | 1,645,602° | $ 243¢ 
Mining. ete St see 842,047 1,076 
Manufacturing. 169,111 8,455,000 1,163 
Construction .. 75,047 69,193 409,137 1,149 
Railroads (Class I) ; a 994,371 1,653 
Wholesaling 176,756 97,225 | 1,277,717 1,604 
Retailing. . aa es | 1,653,961 | 1,511,734 | 3,961,478 915 
Real estate, and real estate & insurance 

agencies...  ..... : . 36,137 34,747 47,689 1,244 
Motor trucking for hire* . 61,212 §9,621 158,283 1,134 
Public warehouses*. . 3,014 1,159 32,785 1,150 

Radio broadcasting... 557 14,561 1,848% 
Advertising agencies® 1,212 583 13,039 3,1599 
Service... . 574,708 580,840 634,232 895 
Insurance. 47,787 34,226 357,994 1,672 
Hotels 28,822 24,145 291,165 659 
Amusements . 37,677 31,215 157,789 4,012 

Banks... . .. 19,581 ; 266,458 1,830 

Other financial institutions . 24,520 10,864 161,090 1,7079 
Motor bus..... 1,751 943 39,613 1,395 
Tourist camp’. 9,848 10,011 5,812 424 
Miscellaneous* 43,330 323,767 1,249 








* Salaries are not included for proprietors and partners but are included for executives of 
corporations, as they are legally employees. To illustrate, when executives are excluded, tke 
average wages were reduced: bank employees to $1,396; other financial institutions to $1,591; 
and advertising agencies to $2,184. 

è Average number of full- and part-time employees. The inclusion of part-time employees 
reduces the average wage, as in retail stores, where many are employed for work on Saturdays 
or during daily rush hours. 

* Number on first week in January. 

4 Includes only cash wages. > 

* Incomplete coverage. 

7 Insurance offices only. 

s May be some duplication with retail census on filling stations. 

4 Nonprofit organizations, office buildings, cemeteries, waterworks, and “‘all other.” 


the high average wages paid by banks, 
other financial institutions, advertising 
agencies, and radio broadcasting. Some 
industries use a relatively large propor- 
tion of highly skilled or trained work- 
ers (salesmen, for example). This may 
explain the relatively high wages paid 
by advertising agencies, motor bus op- 
erators, radio broadcasting stations (e.g. 


artists), wholesalers, and railroads. The 
construction industry has many skilled 
workers, but their employment is ir- 
regular. The low wages paid by hotels 
may be partially explained by the cus- 
tom of tipping. This custom also ap- 
plies in many restaurants included as 
retailers. Whether labor unions raise 
or lower wages is a moot question. I: 
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would seem that the railroad brother- 
hoods are partly responsible for the rel- 
atively high wages of train operators. 
On the other hand, it has been charged 
that the unions in the building trades 
reduce annual pay by high hourt; rates 
that lessen the demand for-labcr. It 
may be noted from the figures in Tables 
5 and 6 that there seems to k= little 
relation between hourly rates acd an- 
‘nual earnings. 


Retail employees 


Retail clerks traditionally receive rel- 
atively low wages. In the pas: their 
wages seem to have been determmed by 
the relatively free action of supp-y and 
demand, with very little monopoly in- 
fluence by labor unions. Retail wages 
have been shown to increase ir about 
the same ratio as living costs az we go 
from smaller to larger towns. Most re- 
tail stores have been small. The rise of 
large chain and department st=res as 
employers has brought in a n=w ele- 
ment, and there has been some union- 
ization among their employees. 

Several factors tend to give a rela- 
tively large supply of workers. For 
many retail jobs no special training or 
skill or education is required. Employ- 
ees often have the privilege of buying 
goods at discounts, which is o- value. 
Most retail employees have “wate col- 
lar jobs.” The work is easier than 
manual labor and carries a highe- social 
standing. Speaking broadly, retail em- 
ployees with regular jobs hav= fairly 
steady and permanent work. Retail 
salespeople have “sociable” jobs. This 
is especially true in stores in smaller 
towns where the salespeople get all the 
news and gossip, but it applies to some 
extent to all retail stores, for even in 
the larger stores in the larger cities, 
some customers “pass the time of day” 
with the salespeople, and tk= sales- 
people “visit” with each other between 
customers’ calls. 


TABLE 6—TypicaL Wace RATES 


Hourly 


$0 643 
0.873 
0.856 
0.700 
0.5333 
0.827 
0.820 
0.903 
0.391 
0.698 
0.538 


0.503 
0.308 


0.863 


1937 
(Full- and part-time workers—Bureau of 
Labor Statistics) 
Weekly 
Manufacturirg $25 14 
Anthracite coal 25.19 
Bituminous coal 23 84 
Metal mining 30.59 
Nonmetal mining 22.20 
Oil wells 33.24 
Telephone and telegraph 30.61 
Building construction 30.24 
Laundries 16.82 
Wholesaling 29.94 
Retailing 21.73 
Retailing, general mer- 
chandise only 18.49 
Hotels 14.78 
Monthly 
Railroads: 
Employees on hourly 
basis: ’ 
Train and engine 
operators $198 
Mainterance of way 95 


Yardmen, switch 
tenders, hostlers, etc. 166 


Employees on daily basis: 
Professional, clerical, 


0.479 
0.704 
Daily 


$7.95 
18.05 


1.39* 
1.76* 


and general 207 
Executives 477 

Farms: 

With board 24.09 

Without toard 35.07 

* Rates for October. 

1935 
(Full-time employees—Census) 
Weekly 

Retailers: 

Salespeople $19.65 

Office and clerical 20.76 

Waiters and waitresses 11.59 

Executives 49.16 

Other 18.10 
Wholesalers: 

Outside salesmen 38.52 

Inside salesmen 27.90 

Office anc clerical 24.67 

Warehouse 20.95 

Executives 78.69 


Other 20,66 


EMPLOYMENT, WAGES, AND LABOR RELATIONS IN MARKETING 


Although the average wage of retail 
employees is low, there are many ex- 
cellent positions in chain and depart- 
ment stores—buyers, store managers, 
supervisors, executives—and the hope 
of getting such positions attracts many 
young people. Many others enter the 
retail business with the idea of later 
owning their own stores. 


LABOR RELATIONS 


Labor unions are relatively impor- 
tant in transportation—among railroad 
workers, truck drivers, longshoremen, 
sailors, and airplane pilots—and rela- 
tively unimportant in trade. There are 
said to be 750,000 union workers on the 
railroads *—about three-fourths of the 
total. The brotherhoods among the 
train operators have been strong and 
apparently have raised wage scales by 
monopoly control to a point consider- 
ably higher than they would have been 
placed by the free play of supply and 
demand. Unions among other railroad 
employees are not so strong. Labor or- 
ganizations are relatively unimportant 
among wholesalers and retailers. “Per- 
haps no other field of wage earner 
activity has responded so little to union- 
ism as has that of retail trade.” © Pro- 
ponents of the unions have made much 
of the fact that the bill posters are 
strongly organized (1,400 members). 
A few large stores are operating exclu- 
sively with union labor. One store 
deals with forty unions. It is estimated 
that from two-thirds to three-fourths of 
laborers in public warehouses belong to 
unions. In some stores, the butchers, 
deliverymen (e.g. milk wagon drivers), 
janitors, or certain other crafts are or- 
ganized. 

In 1939 the Retail Clerks Interna- 
tional Protective Association (A.F.L.) 


t Labor Fact Book IV (1938), p 162. 

5 Handbook of American Trade Unions, 
1936 ed, p. 285. 

8 Monthly Labor Review, Oct. 1939. 


155 


claimed 65,000 members, and the 
United Retail and Wholesale Employ- 
ees of America (C.1.0.) claimed 50,000 
members.’ These are small figures 
compared with the six and a half mil- 
lion retail workers (four million em- 
ployees). Union contracts, however, 
cover many employees not members of 
unions, In fact, some stores have union 
contracts when not a single employee 
pays union dues. 

Two questions come to mind: Why 
are retail and wholesale workers so iit- 
tle interested in organizing? What 
would be the effect of strong organiza- 
tions in this field? 


Why the indifference? 


It has often been said that the main, 
if not the only, reason for labor unions 
is the fact that employers have become 
so large that the individual worker is at 
a disadvantage in negotiating a labor 
contract, and that labor organizations 
are therefore necessary to place the 
workers on an equal bargaining basis. 
Traditionally, retail and wholesale 
stores have been small, so that organ- 
izations of workers might have had lit- 
tle justification for the purpose of se- 
curing an equality of bargaining ability. 
This situation, however, only partially 
exists at present. In 1935 there were 
6,079 chains with 139,810 retail stares 
and 1,171,671 employees. There were 
8,444 separate retail stores with sales of 
over $300,000. The chains did 22.8 per 
cent and the large stores 21 per cent of 
the total retail business. There is same 
duplication, as some of the stores with 
sales over $300,000 were operated by 
chains (27.6 per cent of sales by 
chains). Also, a number of the chains 
were small local concerns with only a 
few small stores. We may estimate 
that some 40 per cent of all retail em- 
ployees, or between 1,600,000 and 


T Isador Lubin, Commissioner of Labor Sta- 
tistics, Letter of Jan. 5, 1940. 
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1,800,000 workers, are employed by 
organizations each of which has more 
than 35 employees; and that some 200,- 
000 more are employed by concerns 
with from 10 to 35 employees. 

Another reason for the small progress 
of labor unions among retail employees 
is that many of the employees expect 
to become store owners, or executives 
in large stores. Among chain-store em- 
ployees are many who expect to start 
their own stores as soon as they have 
obtained their education from the 
chains, or who hope to become store 
managers or executives for the chain. 
Such persons are naturally little inter- 
ested in joining labor unions. Most of 
the workers are ‘‘white collar” workers, 
and it has often been noted that white 
collar workers are less interested in 
joining unions than are those doing 
manual or mechanical work. Other 
reasons may include the fact that many 
female employees think of their work as 
temporary—until they get married; hos- 
tility of employers; and lack of interest 
in organizing by the older craft unions. 


Probable effects of organization 


What would be the effect of strong 
labor organizations among retail em- 
ployees? We might assume that the 
objective of an organization covering 
an entire trade or an entire market area 
in a trade would be to raise wages or 
shorten hours, or both. If successful, 
what would be the results? Wages in 
retail stores are equal to some 14 per 
cent of retail prices. If wages were 
raised 27 per centë to equal those re- 
ceived by factory workers (1935 fig- 
ures), the increase would equal 3.8 per 
cent of retail sales. If wages were 
raised in all retail stores or all stores 
handling the same type of goods in an 
area, should we expect that prices 
would be raised 3.8 per cent? 


8It is hardly to be expected that they 
would be raised this much at one time. 
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The answer to this question is not 
easy. We know that in the long run 
prices must cover all costs of supplying 
goods and services to the consumers. 
Under a hvvothetical condition of free 
competition, we might assume that the 
increased costs of goods with inelastic 
demands would be passed on to the con- 
sumers, while for goods with elastic de- 
mands, the prices paid producers might 
be forced down. Competition, however, 
is not entirely free even in retailing, and 
the problem is so complex that it is usu- 
ally difficult to trace accurately the final 
incidence of such increases in costs. 


Effects of higher wages 


Personnel managers in retail and 
wholesale siores differ in their opinions 
as to the effects that increased wages 
would have on prices. The majority 
doubt that prices would be raised, at 
least immediately. Large stores com- 
pete with small stores operated largely 
or entirely by their owners. If the large 
stores raised their prices, the small 
stores would secure a competitive ad- 
vantage. Increased prices would, in 
many instances, run counter to cus- 
tomary prices and established price 
lines. Most of the personnel managers 
interviewed felt that if confronted by 
increased wage scales, the retail stores 
would try to economize on labor and to 
increase operating efficiency. Labor- 
saving devices might be introduced 
which are not profitable at present wage 
levels—e.g. larger and faster elevators, 
more office machines, and more me- 
chanical devices for handling goods. 
More part-time employees might be 
used. For example, more could be paid 
on hourly bases and sent home on days 
when not needed. 

Perhaps more important, . higher 
wages might enable stores to secure 
better employees and so use fewer of 
them. Perhaps some retailers would like 
to pay higher wages if they were sure 
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that all competing employees, including 
proprietors, received equally high wages. 
I recently heard of a small retailer who 
employed three cheap helpers, submar- 
ginal in ability at prevailing wage rates. 
When social security payments were re- 
quired, he discharged all three and he 
and his wife handled the business by 
working longer hours, He chose this 
course at the risk of a loss in sales. 
The law secured no security for these 
workers.® 

Can retail stores increase efficiency 
by hiring a higher type of workers? 
Can they replace five present workers 
with four more efficient workers? Effi- 
ciency of workers in nonselling work 
counts as much in retailing as in other 
trades. (Fewer than half of the em- 
ployees of large department stores are 
engaged in selling.) In selling, some 
argue that the success of a store de- 
pends primarily upon its location, its 
goods, its prices, and its advertising, 
and that the quality of salespeople em- 
ployed is of minor importance. This, 
however, is debated. Some say that 
there is as much opportunity for expert 
salesmanship in retailing as elsewhere, 
and that a good salesperson will sell 
more goods and serve more customers 
than a poor one. 


8A report on wages and employment in 
public warehouses in 1937 and 1939 points 
out that in the intervening two years there 
was an appreciable shortening of hours of 
work and an upward trend in rates of pay 
and a decrease in peak employment of 20 per 
cent. The peak of business activity was ap- 
proximately the same iù both years, although 
inventories were probably higher during the 
1937 peak. 


It seems a safe guess that under a 
higher wage scale many of the less effi- 
cient retail workers would lose their 
jobs. This result would raise a serious 
social question. Would it mean less 
employment and increased relief rolls? 
If so, would the increased wage scale be 
desirable? By almost any reasoning, it 
is better to be employed at low wages 
than unemployed and on relief. One of 
our biggest national problems is getting 
jobs for persons of low ability. 


SUMMARY 


The number of workers engaged in 
marketing (wholesaling, retailing, trans- 
portation, warehousing, and other 
phases) has increased during the past 
seventy years absolutely and also in 
relation to the number engaged in pro- 
duction (farming, mining, lumbering, 
fishing, and manufacturing). 

Labor unions are relatively impcr- 
tant in transportation and relatively 
unimportant in wholesaling and retail- 
ing. 

Wages of workers in marketing, with 
the exception of those in retailing, ap- 
pear to be fully as high as those of 
workers in production. Wages in re 
tailing and wholesaling have been set 
by the relatively free play of supply 
and demand, with little monopolistic 
influence from labor organizations. If 
the wages of workers in retailing were 
raised to a level of those in manufac- 
turing, it is probable that more labor- 
saving devices would be introduced and 
that stores would employ a higher type 
of employees, resulting in a decreased 
number of workers. 
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University of Ilinois, Urbana, and past president of 
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Education and Training for Marketing 


By Pau, H. Nystrom 


HERE are at least four important 

reasons why major consideration 
should be given to the possibilities of 
education and training for marketing, 
namely: s 

1. More than half of what consumers 
pay for the goods they buy and use goes 
to cover the services of marketing, and 
the proportion of marketing costs is still 
growing. If education and training can 
make workers more effcient,, then there 
should be a widespread public demand 
for it. 

2. The large and growing number of 
people employed in the marketing of 
goods and services would undoubtedly 
earn more and find more satisfaction in 
their work if they could learn how to 
produce more, 

3. The fact that marketing has not 
in recent years been able to make any 
economies or gains comparable to the 
gains made in the production and proc- 
essing of goods constitutes a challenge 
both to business and to education. 

4, The relatively high failure or mor- 
tality rates among marketing concerns 
seem to indicate that there are weak- 
nesses in our present distribution of 
goods that might be remedied by the 
right sort of educational effort. 


MARKETING Costs AND PRODUCTIVITY 


In a recent report from The Twenti- 
eth Century Fund, Does Distribution 
Cost Too Muck? , statistics from various 
sources are presented showing that for 
the year 1929 a total of $65,600,000,- 
000 was paid for goods by consumers 
and other terminal buyers. This sum 
represented the total costs of the pro- 
duction of the raw materials, process- 
ing, transportation, storage, and distri- 
bution through various branches of 
trade. The actual costs of marketing 


as distinguished from production and 
processing were estimated to exceed 
$38,500,000,000. It will therefore be 
seen that marketing costs in 1929 
amounted to 59 per cent of the total 
retail sales. 

This report also shows that in the 
sixty-year period from 1870 to 1930 
the volume of goods produced and dis- 
tributed increased over 9 times. In 
the meantime, the number of gainful 
workers in production increased but 2.7 
times. There have been no similar 
gains in the per capita volume of goods 
distributed. The number of gainful 
workers in distribution during the pe- 
riod from 1370 to 1930 increased nearly 
9 times, or at about the same rate as the 
volume of production. 

While the unit costs of production 
have declined, the unit costs of market- 
ing goods have steadily increased. The 
need for more workers has gone steadily ~ 
upwards with the volume of goods han- 
dled. Wage rates for such workers 
have gone up without any accompani- 
ment of increased production efficiency. 
Transportation, storage, advertising, 
rents, supplies, and other expenses have 
also increased, so that the proportion of 
the dollar paid by the consumer for 
distribution expenses has gone upwards. 
The fact that distribution costs have for 
years steadily increased while produc- 
tion costs have declined has long chal- 
lenged explanation as well as the efforts 
of both educators and business men to 
do something about it. 

Most of the economies made in man- 
ufacturing and other branches of pro- 
duction have been largely the result of 
the adaptation of technical or scientific 
improvements devised, planned, and in- 
stalled by relatively few persons. The 
skill and ingenuity of the inventor 
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rather than of the rank-and-file worker 
must be credited for these advances. 

Moreover, in the use of these inven- 
tions, particularly of the labor-saving 
kind, relatively few highly skilled and 
trained persons, as a rule, are needed 
for maintenance. The relatively small 
proportion of highly trained persons to 
the total number of workers employed 
in production has been able to effect 
enormous economies in production. 
Since the inventors and skilled mainte- 
nance men have generally been techni- 
cally trained, it has been possible in 
some measure to relate the progress in 
production to the training offered by 
technical schools and colleges. 

There have so far been very few 
opportunities discovered for the appli- 
cation of technical and mechanical 
improvements in the processes of mar- 
keting comparable to the possibilities 
discovered for such improvements in 
production. Consequently there have 
been no gains in marketing from the in- 
filtration of a few highly trained men, 
such as have occurred in the field of 
production. In spite of all the efforts 
made to reduce costs of marketing and 
increase efficiency, the volume of output 
per marketing worker is still apparently 
the same as it was in the 1870’s and 
1880’s. 

If there is to be any improvement in 
marketing, it apparently must come 
through improvements in the ability, 
skill, and efficiency of the workers in 
this field. The only apparent possibil- 
ity of matching the gains in efficiency 
of production in the marketing trades is 
through the training and stimulation of 
the workers employed in these trades. 


MORTALITY OF MARKETING CONCERNS 


Finally, the need for a careful con- 
sideration of the possibilities of educa- 
tion and training’in marketing is em- 
phasized by the high mortality rate 
among business concerns in the market- 
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ing field. In certain branches of the re- 
tail trades it is not uncommon for at 
least half of all new concerns estab- 
lished to pass out of existence within 
their first year. The studies of mortal- 
ity rates in the entire retail trade indi- 
cate that at least one concern in five, 
and possibly as many as one in four, 
passes out of existence each year. The 
total number of retailers is maintained 
or even increased by new entries. The 
mortality rate is not proportionately so 
high in the wholesaling and other dis- 
tributive trades as in the retail business, 
but it is still distressingly high. The 
reasons for the high mortality rates in 
the marketing business deserve analysis. 
If, as seems possible, the lack of educa- 
tion and training for this field of work is 
in any way responsible, that needs to 
be determined and steps taken to rec- 
tify the situation. 


TRAINING BY EDUCATIONAL 
INSTITUTIONS 


Education and training for marketing 
has begun in many types of institutions. 
Young people who are to become execu- 
tives and owners of marketing enter- 
prises have in increasing numbers gone 
to the colleges for undergraduate and 
postgraduate courses in applied eco- 
nomics, business administration, and 
marketing. The number of such 
courses is steadily increasing and the 
total enrollment in them is likewise ris- 
ing. 

Notable as college work has been in 
preparation for marketing occupations, 
it has accomplished nothing comparable 
in effect with the results of the techni- 
cal and engineering schools in preparing 
inventors and management experts able 
to increase factory production and re- 
duce costs of operation. Improvements 
in marketing, if any are to be made, 
must apparently come from training 
that will raise the general level of per- 
sonal efficiency of all workers, rather 
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than through introduction of radical 
mechanical changes that may effect 
gains in production or reductions in ex- 
penses. 

The colleges offering training for 
marketing reach but a very small frac- 
tion of a per cent of those going into 


marketing. College courses in market-, 


ing may be of interest and value for 


their laboratory or experimental values‘ 


as preliminaries to an expansion of such 
education, but as yet they have had but 
little direct beneficial mass effect on the 
national problems of marketing. 

Of the existing educational institu- 
tions, the high schools come closer in 
location and in point of facilities, such 
as buildings and furnishings, to the 
masses of the people, and consequently 
are more promising as places of training 
for the marketing trades. More high 
school graduates go into retailing and 
other marketing trades than into any 
other business. Many high schools are 
offering elementary courses in such sub- 
jects as salesmanship, advertising, busi- 
ness letter writing, and other commer- 
cial subjects. In the normal trend of 
events, such courses will probably in- 
crease in number. 

A difficulty, however, is that high 
school students are young boys and girls 
who have not yet determined their oc- 
cupational aptitudes and possibilities. 
It is improbable that vocational train- 
ing can be made significant for young 
people in this country before they reach 
the age of eighteen. Most youngsters 
are through with high school before 
they reach this age. It would seem that 
if the high schools are to serve an ef- 
fective and widespread purpose as 
training schools for the marketing or 
distributive trades, they must establish 
postgraduate courses covering the ages 
of youth now’ covered by the junior col- 
leges or junior courses in regular col- 
leges. The development of marketing 
courses in high schools as they are now 
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conducted are little more than experi- 
ments. As in the case of the colleges, 
the students taking these courses make 
up so small a percentage of the total 
number who go into the various occupa- 
tions of marketing that their effect must 
of necessity be relatively slight. 

In addition to the beginnings in edu- 
cation for marketing through colleges 
and high schools, there have been note- 
worthy beginnings through evening 
classes and correspondence courses con- 
ducted by universities and colleges and 
also by private schools. 


TRAINING BY EMPLOYERS 


Fully as important as any of the 
work done by educational institutions 
has been the steady growth in training 
of their own salesmen and other work- 
ers by private employers. There are 
probably few large manufacturers or 
wholesalers who do not require their 
new employees to go through intensive 
courses of planned training and expe- 
rience. The plans pursued by some 
private companies may be described as 
models of excellence, and deserve wide 
emulation. 

In retailing there has been a fairly 
widespread interest in the possibilities 
of training for at least thirty years. 
During the past twenty years, personnel 
work has teen recognized as a regular 
division in every large store organiza- 
tion. Carefully educated and trained 
assistants are regularly employed to 
carry on training activities. Despite 
these beginnings, systematic training in 
retail stores is largely devoted to ‘the 
preparation of new employees to carry 
on routine functions. 

Naturally, the training provided by a 
private concern is specifically intended 
to serve the immediate interests of that 
concern. The young man employed to 
serve as 4 salesman is given an intensive 
training intended to equip him as 
promptly as possible to carry on his 
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work in this line passably well. Train- 
ing under these circumstances has 
proved its value for the employer, but 
may still be of limited value for the em- 
ployee except as a means of filling his 
immediate job. In planning a long- 
range program of training, greater con- 
cern would no doubt be felt for the de- 
velopment of the worker. 

During the depression of the 1930’s 
there was a tendency among most pri- 
vate concerns to economize, and train- 
ing, in company with other desirable 
but not immediately essential functions, 
suffered setbacks. During the last two 
or three years, however, there has been 
a widespread revival of interest in train- 
ing, at least in its elementary forms. 
There seems to be a more general faith 
in the possibilities of vocational train- 
ing at the present time than there has 
ever been before. 


TRAINING FINANCED BY GOVERNMENT 


A more ambitious training program 
for the marketing trades is now in pros- 
pect under the encouragement of the 
George-Deen Law passed in Congress in 
June 1936, and actually put in opera- 
tion during the winter of 1937-38. Un- 
der this law, the annual sum of $1,200,- 
000, moderate enough in these days of 
high appropriations, was set aside for 
distribution to the states on the condi- 
tion that the states were to add similar 
amounts to be used specifically for vo- 
cational training in the distributive 
trades. 

In the two years since this law went 
into practical effect, a large number of 
courses and classes have been estab- 
lished. Since retailers and retail em- 
ployees make up the largest number of 
any of the distributive occupations, 
most of these classes and groups have 
come from the retail trades, but there is 
nothing in the law which prevents the 
extension of training through the public 
school system to any or all groups 
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that may apply from the distributive 
trades. 

The beginning made under the 
George-Deen Law gives promise of 
greater progress in training for market- 
ing and distribution than anything 
hitherto attempted. The offer of Fed- 
eral money to the states and in turn to 
the various localities within the states 
has had the effect of stimulating a wide- 
spread interest in vocational training. 
The common impulse is to help the 
movement along. 

Among the hundreds of classes or 
groups recently organized throughout 
the country, elementary courses of in- 
struction in salesmanship, retail store 
service, window trimming, show card 
writing, accounting, and so on, have 
naturally led. The classes have been 
recruited from a wide variety of retail 
trades, notably from the food trades, 
the department stores, and the hard- 
ware and furniture trades. Courses of 
instruction have gradually led from the 
elements of store service to beginnings 
in merchandise knowledge. Complete 
courses thoroughly planned to meet the 
needs of the distributive trades are still 
to be outlined. 


OBJECTIVES OF TRAINING 


The objectives of training for mar- 
keting occupations as we now see them 
are about as follows: 

From the standpoint of the worker, a 
thorough training promises greater pro- 
ductive ability. This in turn means 
higher earnings, better chances of ad- 
vancement, job security, and success. 
More than that, with a better knowl- 
edge of the occupaticn there comes a 
growing appreciation for the work, 
hence greater personal enjoyment and 
satisfaction. ‘Training that gives prac- 
tical results builds a feeling of self- 
respect and a prestige among one’s fel- 
lows. 

Vocational training for any trade is 
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first and foremost a training for the 
performance of the work within that 
trade, but it is also a preparation for 
executive management and ownership 
of business. New businesses in the 
marketing field appear each year by 
the thousands. Each concern repre- 
sents the need for responsible knowl- 
edge and leadership. Vocational train- 
ing is valuable for the rank-and-file 
worker, but is an essential for the 
executive or owner. 

Vocational training has its values for 
the employer as well as for the worker. 
There is in every concern of any size a 
constant need for employees who can do 
a better job. Employers are usually 
ready to pay higher wages for better 
production. If the worker’s unit pro- 
duction cost can be lowered, the em- 
ployer can well afford to pay him a 
higher wage. Even if the unit wage 
cost remains the same, the total unit 
cost may still be reduced, for increased 
production usually means a lower unit 
cost in overhead. 

In the distributive trades, the em- 
ployer’s interest is to secure employees 
who will hold the customers the concern 
already has, and assist in bringing in 
new trade. Most worxers may be 
counted on to perform their routine du- 
ties conscientiously. This, however. is 
not enough. In the rough-and-tumble 
of distributive competition, the em- 
ployer needs also the ability on the 
part of as many of his employees as 
possible to help him solve the problems 
of the business; in other words, to per- 
form creative as well as routine func- 
tions. 

Trained workers lend stability to an 
organization. Where there are well- 
trained workers, there is nearly always 
a low rate of turnover of employees. 
In selling, whether in manufacturing or 
in retailing, the best-paid employees 
usually cost the least in percentage of 
sales. Competently trained workers 
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tend to keep down or to eliminate ex- 
penses for returns, exchanges, and al- 
lowances. A well-trained employee 
builds good will, prevents criticism, and 
reduces complaints. 

Clearly, then, since training can ac- 
complish these purposes for both work- 
ers and employers, it is time that it 
be generally encouraged as a matter 
of both private and public policy. 
Enough experimental work has been 
done to point the way. What is now 
needed most of all is an intensification 
all along the line on a general program 
that will really reach the masses of 
workers in the marketing trades and 
occupations. 


KINDs OF TRAINING NEEDED 


What, then, we may ask, is the kind 
of training needed for the marketing 
trades? Marketing, it need scarcely be 
emphasized, is an aggregation of a great 
many kinds of vocations. A manufac- 
turer producing a single, simple com- 
modity requiring for its production the 
manipulation of machines in simple re- 
petitive processes, may still be able to 
list a considerable number of voca- 
tions needed in the production of that 
commodity and in the operation of his 
plant. The operator of a typical mar- 
keting concern such as a wholesale or 
retail establishment, on the other hand, 
deals in many commodities, and the 
number of vocations in such a concern 
may approach the number of kinds or 
classes of commodities handled, plus 
the vocations of workers engaged in ac- 
counting and the care and upkeep of 
their respective plants. The knowledge 
required to buy and sell goods epito- 
mizes the knowledge of each commod- 
ity, and in addition thereto includes 
such other knowledge and skill as to 
facilitate sales end service. 

All workers in marketing need a fair 
background of elementary education, 
including the abilities to read, to write, 


EDUCATION AND TRAINING FOR MARKETING 


to speak, and to make necessary arith- 
metical computations. No list of 
courses of instruction deemed necessary 
for the development of the youngster 
as an individual or as a citizen will be 
attempted here. Such development 
may be assumed as necessary for all 
vocations. Our concern here is entirely 
with subjects that fit for the vocations 
of marketing. Commercial geography, 
elementary accounting, and the ele- 
ments of commercial law are useful sub- 
jects directly related to marketing. 
The elements of economics governing 
our business life, and some elementary 
explanations of psychology, are needed 
by all who work in marketing, in vary- 
ing degrees of understanding in accord- 
ance with the responsibilities of the 
work to be done. 

In addition to the general educational 
background, there is the need for spe- 
cific technical education consisting of 
the knowledge about the goods to be 
handled, the processes by which they 
are handled, and such other informa- 
tion as may be necessary to intelligent 
workmanship. 

Fitness for any marketing occupation 
also requires a background of practical 
experience' as well as of knowledge. 
The necessary skills of buying, selling, 
and handling goods are not acquired in 
the classroom, but rather at the busi- 
ness counters. But there are differences 
in experience, just as there are differ- 
ences in class education. The kind of 
experience that is needed must be edu- 
cative in the sense of opening the mind 
and training the eye, the ear, and the 
hand to the requirements of the situa- 
tion. In a comprehensive, well-planned 
course of training for marketing, expe- 
rience of the right sort, sufficiently var- 
ied and properly directed, is certain to 
be a fundamental requirement. 


MARKETING REQUIREMENTS 
A brief enumeration of some of the 
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things required of persons engaged in 
buying and selling occupations will indi- 
cate some of the more specific technical 
kinds of training needed by others pre- 
paring for this field. 

One of the important functions of 
marketing is to forecast what and how 
much customers are likely to want, and 
at what prices they will be willing to 
buy. This is never easy in lines that 
are most staple; and in some lines, such 
as those dominated by fashion, the 
problem of forecasting demand is very 
complicated. 

It is the duty of every operator of a 
marketing business to run his concern 
on a sound financial basis. He must 
pay for his goods, meet his expenses, 
depreciate his building and Axtures, pay 
interest on his debts and capital invest- 
ment, and, if he expects to get ahead, he 
must also try to make a net profit. Not 
all marketing institutions at the present 
time do this. Indeed, most of them do 
not. It must be remembered that there 
is a high mortality rate which quickly 
overtakes those who fail to keep to 
these principles of financial operation. 

A marketing executive must know 
what a budget is, how to seat it up, and 
how to live within it. Statistics of fail- 
ures in the marketing field ascribe “lack 
of capital” as the principal cause of fail- 
ure. Usually the wholesaler or retailer 
who goes under urges that if he had but 
a few hundred or a few thousand dollars 
more he would be able to continue his 
operations successfully. The fact that 
others similarly situated who have even 
less capital are able to make a go of it 
seems to indicate that lack of capital is 
not so much a cause of failure as it is a 
symptom of a more serious malady, 
namely, the inability to make and keep 
within a budget based on the capital 
that is available. 

Marketing requires a high degree of 
skill in the arts of advertising, display, 
and selling. The bases of these arts are 


164 


ancient, but present-day practice must 
of necessity be very closely related to 
the life of our own times. There is no 
adequate substitute for a combination 
of study and experience for acquiring 
ability in these lines. 

There are many other operations that 
must be efficiently carried on within 
marketing concerns, including receiv- 
ing, opening, checking, marking, stor- 
ing, protecting, wrapping, and shipping 
goods. These activities in actual prac- 
tice are carried on both poorly and well, 
both expensively and cheaply. The 
progress of a marketing concern de- 
pends upon the performance of all these 
kinds of work properly and well. Those 
who do this work, as well as those who 
do the buying and selling, need both 
knowledge and training. Much of the 
hopelessness and feeling of frustration 
among many of those in the marketing 
business is due to a lack of such knowl- 
edge and training. 

Marketing is a field of work that 
makes extraordinary demands upon its 
workers for physical strength and skill, 
as well as for knowledge and good judg- 
ment. There is scarcely a branch in 
marketing in which there is not a great 
deal of heavy work, much of it plain 
manual labor. It takes real energy to 
stand the daily routine of such a busi- 
ness. Marketing is not a place for 
physical weaklings. Salesmen in retail 
stores and those calling on the retail 
trade must be on their feet during prac- 
tically all the working hours in the day. 
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If pedometers were used they would 
probably record that a good, typical 
salesman’s foot work exceeds twenty 
miles a day. It requires experience, 
physical hardening, and careiul hus- 
banding of one’s energies to do this kind 
of work efficiently day in and day out. 
Probably a properly planned course of 
training for salespeople should include 
physical training. Much of the com- 
plaining one hears about the hardships 
of workers in the field of distribution 
comes from people who have neither the 
strength nor the stamina to stand this 
kind of work. They “can’t take it.” 
They are frankly misfits in this field. 
No one has ever discovered how to 
make the distributive occupations easy. 


From the foregoing it will be seen 
that this article advocates a sort of 
modernized apprenticeship system as a 
means of training for the marketing 
trades, to include academic education 
and technical training paralleled by 
carefully directed experience covering a 
necessary period of some years. For 
the purpose of reaching the masses of 
workers in these trades, there is prob- 
ably no way in which such a ‘training 
can be provided other than through the 
public school system. We are on the 
threshold of beginnings in this direc- 
tion. It is a responsibility as well as 
an opportunity of teachers and students 
in marketing to encourage the promo- 
tion of this development. 
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Marketing Legislation 


By Ewarp T. GRETHER 


ARKETING legislation is an or- 

ganic part of the great body of 
law relating to all economic activity. 
Further, legislation per se is merely a 
section of the larger field of regulation. 
Hence, marketing legislation should be 
interpreted in the perspective of the 
larger regulative field of which it is a 
part. 

The forms of regulation for pur- 
poses of general appraisal may be 
classified as voluntary and involuntary. 
Voluntary regulation is essentially seli- 
regulation, either through the inde- 
pendent decisions of enterprises, or by 
formal or informal group effort through 
associations composed of firms in the 
same fields, or through more inclusive 
groupings such as Better Business Bu- 
reaus and Chambers of Commerce. In- 
voluntary regulation may take place 
through the pressures of (1) custom 
and tradition, (2) competition, or (3) 
governmental controls. But these cate- 
gories, as is always true of classifica- 
tions of social phenomena, are not en- 
tirely exclusive, and have their validity 
merely as convenient and broad divi- 
sions for general analysis. For in- 
stance, it is extremely difficult in 
practice, in fact often impossible, to 
distinguish between the relatively vol- 
untary adaptations of individual enter- 
prises to market situations in which 
they have considerable latitude of 
choice, and those adjustments which are 
predetermined by competitive forces so 
rigorous and impersonal as to leave 
scant room for individuality in expres- 
sion. Legislation, also, cuts across 
boundaries, for it may take the form of 
mandatory rules and hence become a 
third general type of involuntary regu- 
lation, or it may be merely ancillary to 
the other general regulative procedures 


intended to expedite or mold their func- 
tioning. Further, it is highly unrealistic 
to examine legislation separate from 
common law, judicial law built out of 
the review of statutes by the courts, 
and administrative law. In the United 
States, particularly, the Law is an or- 
ganic whole. 

Finally, since lawmaking and law in- 
terpretation involve Federal, state, and 
local governmental bodies, the field is a 
bewildering maze, much of which has 
never been systematized sufficiently for 
orderly appraisal.1 The comments to 
this point are intended not merely to 
clear the path in an introductory man- 
ner, but to indicate that the writer is 
fully aware that the brief interpretation 
to follow must inevitably be selective 
and oversimplified. 


TYPES oF LEGISLATION 


Federal, state, and local laws affect- 
ing marketing may be classified as 
follows: (1) those governing the con- 
ditions of entry into and exit from 
business; (2) those facilitating the pur- 
suit of legitimate business interests; 
(3) those intended to preserve competi- 
tion in markets; and (4) those intended 
to establish the plane of competition in 
markets.? Even though much legisla- 
tion overlaps and hence does not fall 
clearly in these divisions, these cate- 
gories, like the initial ones, are useful 
bases for general interpretation. In this 


1 Jt is to be hoped that the Marketing Laws 
Survey of the W.PA. will eventually furnish 
some guidance as far as state legislation is 
concerned. 

2See L. S. Lyon, M. W. Watkins, and V. 
Abramson, Government and Economic Life, 
Washington, 1939. These writers distinguish 
between the implementing and regulating ac- 
tivities of government. The terminology 
“plane of competition” is also used by them. 
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paper, attention will be centered upon 
groups (3) and (4) above, since there 
is some discussion of the first two cate- 
gories elsewhere in this volume. Fur- 
ther, only the more important legis- 
lative developments since the World 
War will be discussed, except for brief 
general characterizations and references 
to historical antecedents. 


LEGISLATION GOVERNING ENTRY 
AND EXIT 


The rights and obligations of the var- 
ious forms of enterprise have a long 
common-law and statutory history. 
Further, in many professions and in the 
service trades, restrictions upon free 
entry and regulations governing entry 
are well-established procedures rooted 
in precedents running deep into the 
past. The most important recent de- 
velopments affecting entry have been 
(1) the expansion of licensing regula- 
tions by state and local governments in 
the professions and the service trades, 
and (2) an endeavor to use licensing or 
a combination of licensing and regu- 
latory taxation to restrain certain types 
of enterprise, such as itinerant vendors 
and chain stores. These devices are 
discussed elsewhere in this volume, 
hence need not be reviewed here. 

Until the depression period, the 
bankruptcy. law of 1898 governed the 
conditions of exit or of reorganization 
for insolvent enterprises. In 1933 and 
in 1934 important revisions were made; 
these culminated in the Chandler Act 
of 1938.8 


FACILITATING LEGISLATION 


State, Federal, and local laws de- 
signed to facilitate marketing activities 
take so many forms that adequate list- 
ing would in itself require many pages. 


3 For an excellent brief historical review 
and analysis of the provisiors of the existing 
law and suggestions for further modifications, 
see Lyon et al., op. cit., Chap. V. 
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Hence it is possible here merely to char- 
acterize. It is useful to classify these 
enactments into two groups: (1) pas- 
sive—i.e., intended merely to provide 
the conditions essential for the ordinary 
marketing pursuits; and (2) active— 
i.e., intended in a positive manner to 
make such endeavors more effective. 
The “active” types of facilitating legis- 
lation are distinguished from laws in- 
tended to establish the plane of com- 
petition in that they are not directly 
concerned with problems of trade eth- 
ics or with general conflicts of interests. 
Obviously, this category has very elastic 
boundaries. 

The “passive” category should be 
considered to comprise at least legis- 
lation concerned with: (1) basic con- 
tractual rights and obligations (the 
common law is assumed); (2) facili- 
tating the meeting of minds in markets 
(trade-marks, trade names, copyrights, 
standardizing, grading, and inspecting) ; 
(3) financing (money, banking, and 
credit in their diverse manifestations) ; 
(4) risk bearing (insurance, specula- 
tion, trading in futures, and so forth); 
(5) transportation (railway, waterway, 
motor, or other forms); and (6) storing 
and warehousing. “Active” facilitating 
legislation provides for: (1) collection 
and dissemination of statistical data in 
order to improve general knowledge; 
(2) educational work; (3) favored con- 
ditions in order to encourage certain 
types of enterprises, as farmers’ co-op- 
erative associations and consumers’ 
credit unions; and (4) special rights, 
privileges, and subventions for certain 
classes, as agricultural producers. 

Facilitating legislation, both active 
and passive, has expanded greatly in 
recent years. It is in this field that 
legislators have made their finest con- 
tributions because of the general service 
nature of such statutes and the common 
absence of sharp conflicts of interest. 
This type of legislation will not be re- 
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viewed in this paper because other con- 
tributors to the volume make reference 
to leading statutes.‘ 


LEGISLATION TO PRESERVE 
COMPETITION 


The traditional American belief con- 
cerning the economic system is that it 
would achieve its maximum efficiency 
only if free competition were preserved. 
This doctrine showed itself in the com- 
mon law of restraint of trade and in 
Federal and state antitrust legislation. 
The Sherman Act of 1890, with its 
sweeping prohibitions of monopolies 
and of attempts to monopolize, and of 
combinations in restraint of trade, still 
is the theoretical base of Federal legis- 
lation. The Clayton Act of 1914 put 
labels upon a small group of specific 
practices that Congress deemed in vio- 
lation of the Sherman Act. The Fed- 
eral Trade Commission Act enacted 
during the same year set up an admin- 
istrative agency with broad, flexible 
powers, to work out rules and proce- 
dures to grapple with the infinite vari- 
ety of methods intended to depart from 
or subvert the theoretical competitive 
pattern. But the Commission’s role 
was not merely to guard against monop- 
oly, but also to regulate competition in 
a positive manner, as will be noted be- 
low. 

The faith in free competition was 
also expressed in state laws. All the 
states except Delaware, Nevada, New 
Jersey, Pennsylvania, Rhode Island, 
and West Virginia have general statutes 
intended to prohibit the development of 
monopolies.” In addition to the gen- 
eral codes, or incorporated within them, 


For a summary of laws relating to stand- 
ards, research, and the dissemination of 
knowledge, see Lyon et al, Chap. IX; see also 
F. E Clark, Principles of Marketing (New 
York, 1932), Chap. 23. 

&“A Collection and Survey of State Anti- 
Trust Laws,” Columbia Law Review, Vol. 32 
(1932), pp 347-66. 
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there often appeared prohibitions of 
certain practices that were considered 
monopoly tactics. For instance, twenty- 
three states by 1916 had statutes deal- 
ing with local price cutting with mo- 
nopolistic intent.® 

The Clayton Act carried a similar 
provision, but with more general refer- 
ence than the state laws, since it was 
not restricted to local price cutting 
although it was so considered at first. 

The most significant new Federal leg- 
islation relating to marketing in the di- 
rect line of descent from the Sherman 
Act was the Robinson-Patman Act of 
1936, which amended the price-discrim- 
ination prohibition of the Clayton Act. 
It is difficult to characterize the act in 
a few words; and its full meaning will 
not be known for years, since it has 
raised a host of problems of interpreta- 
tion which are being litigated only grad- 
ually. In the main, though, it prohibits 
price variations on goods of like grade 
and quality, when the eect of such 
discrimination “may be substantially to 
lessen competition or tend to create a 
monopoly .. . or to injure, destroy or 
prevent competition with any person 
who either grants or knowingly receives 
the benefit of such discrimination.” 
But a seller may make due allowance 
for cost differentials, and there are ex- 
ceptions to meet changing market con- 
ditions, deterioration, obsolescence, and 
the like. Subsidiary sections of the act 
govern payments for brokerage services, 
the provision of services to customers, 
and the payment for services rendered 
by purchasers. The act culminates in 
a criminal section (the Borah-Van Nys 
Bill), which will not be discussed 
here. 

The prohibitions of persona! price 
discrimination, as under the Robinson- 
Patman Act, have largely supplanted 


8 For details see E. T. Grether, Price Con- 
trol Under Fair Trade Legislatien (New York, 
1939), pp. 33-36. 
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the older issue of locality price dis- 
crimination. As yet, the Robinson- 
Patman Act has not exercised the influ- 
ence that its more ardent supporters 
hoped for and some frightened business 
interests feared. If the complaints, 
orders, and court cases under it to date 
are indicative of the ultimate outccme, 
then its prime influence will be to re- 
move some of the monopoly bargaining 
power of large firms, such as chain 
stores and mail-order houses. Many 
sellers appear to be pleased to have this 
legal bludgeon to assist them in work- 
ing out their higgling relations with 
large buyers. A secondary contribution 
of the act is that it forces cost calcula- 
tions in connection with price varia- 
tions. Unfortunately, though, cost ac- 
counting is a weak instrument for 
assuming this burden. In this connec- 


tion, one paradoxical result does stand - 


out, however. In so far as costs can be 
known, it appears that large buyers 
often were not receiving discounts as 
large as the cost differentials; that is, 
the discrimination often was against 
them instead of the smallest buyers. 

It is impossible at present to know 
or to predict the full effects of this 
statute. On the whole, it appears that 
the adjustments of American business 
to the act will be so relatively mild and 
gradual as to make radical changes in 
trade relations unnecessary. Further, 
the more hopeful opponents of chain 
stores and other large distributive enter- 
prises are learning that the bases of 
success and survival of these enterprises 
are much broader than mere buying ad- 
vantage. There are many sound bases 
for price variations between buyers, and 
no doubt most of these will ultimately 
be tolerated under the act. 


ESTABLISHING THE PLANE OF 
CoMPETITION 
The Robinson-Patman Act also typi- 
fies a pronounced drift which is pulling 
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American trade regulation away from 
its 1890 moorings, because monopolistic 
intent is no longer the sole basis of ac- 
tion. Slowly and often imperceptibly, 
but surely, regulation has veered from 
the clear-cut and simple anti-monopoly 
objective to the more positive attempt 
to make qualitative distinctions con- 
cerning the functioning of competition. 
This tendency without doubt reflects 
the growing awareness (1) that the 
simple, forthright prohibitions of the 
Sherman Act were too unsophisticated 
(witness the “rule of reason”), and (2) 
that actually monopoly and competition 
are inextricably interwoven into an in- 
finite variety of patterns; i.e., that com- 
petition inherently is somewhat “im- 
perfect.” Hence, regulation to preserve 
competition is merging more and more 
with that intended to establish its plane. 
More specifically, the great bodies of 
law governing the restraint of trade and 
unfair competition are tending to be- 
come fused instead of flowing down sep- 
arate channels, and are becoming inter- 
larded by attempts to mold the nature 
of competition in a positive manner. 
The National Industrial Recovery 
Act gave open, public recognition of the 
extent to which the American public 
had given up its traditional point of 
view or was unwilling to fight for it 
under emergency conditions. For good 
or for ill, the experience under the 
N.R.A. codes left a deposit which will 
linger long in the American trades and 
may be expected to continue to affect 
legislation. But it should be noted that 
important breaches had been made in 
the “free trade” position prior to the 
recent depression legislation. American 
tariff policy, of course, for years had 
shown the trend in external relations. 
Even before the Great Depression and 
prior to the New Deal, strong endeavors 
were made to soften the play of full and 
free competition in the agricultural field. 
The Agricultural Marketing Act of 
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1929, for instance, which set up the 
Federal Farm Board with its broad 
powers (1) of assisting farmers in co- 
operative marketing activities, (2) of 
financing the withholding of crops from 
the market, and (3) of entering the 
market directly in order to control sur- 
pluses, was the immediate Republican 
precursor of the crop of Democratic leg- 
islation along similar lines. The point 
is that this particular lapse of faith in 
the beneficence of unrestricted competi- 
tion is no surface phenomenon with 
mere short-run party significance. 


FAm TRADE AND UNFAIR PRACTICES 
Acts 


The Fair Trade and Unfair Practices 
Acts show the same trend in an unmis- 
takable manner. Forty-four states now 
have so-called Fair Trade Laws in ef- 
fect which allow producers of trade- 
marked goods to control resale prices in 
the distributive channels. The Federal 
Government in 1937 cleared the way in 
interstate commerce with the Miller- 
Tydings Amendment to the Sherman 
and Federal Trade Commission Acts. 
Not only is a long line of precedents 
broken negatively, but manufacturers 
are given powerful, positive assistance 
through the famous non-signer’s clause 
which makes given contractual prices 
binding upon noncontractors. It is al- 
leged that these new rights do not 
abridge the antitrust laws because hori- 
zontal combination is still specifically 
prohibited in practice. But they of 
course inevitably reduce or remove the 
play of price competition between dis- 
tributors on the products under con- 
tract, and involve a large amount of 
group activity in enforcement. Al- 
though the fruition of this movement 
was a depression phenomenon, it would 
be a serious error to interpret it merely 
as a reaction to short-run conditions, 
for it has roots that go deep into the 
last decades of the nineteenth century. 
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Further, it has arisen in about the same 
manner in all capitalistic countries. 

At the time of writing, the so-called 
Unfair Practices Acts’ appear to be 
moving towards a culmination in the 
various states, similar to that of their 
companionate Fair Trade Laws. The 
nature of the shift in American regu- 
lative conceptions is also indicated by 
these statutes, for they are rooted in 


‘the antitrust laws but have greatly 


broadened these initial prohibitions. In 
the first two decades of this century a 
small number of states, in addition to 
local price-cutting prohibitions, added 
general bans upon price cutting with 
monopolistic intent.” At present, twenty- 
seven states have built general price- 
cutting prohibitions upon this base, but 
now the avowed purpose is to curb 
“Joss leader” or other predatory price 
cutting in the distributive trades. 
These laws may well be characterized 
as “market-floor” acts, for their effect 
is to fix floor prices in markets either at 
the level of the most efficient enterprise 
or at an arbitrary level. In the major- 
ity of these statutes it is no longer 
necessary to prove monopolistic intent, 
as in their earlier antitrust form; hence, 
broad bases for restricting the depth of 
price variations have been provided. 
Further, in some states ® trade associa- 
tions are specifically empowered to 
bring action. Thus in these instances 
horizontal combination is specifically al- 
lowed as under the N.R.A., but without 
governmental supervision and without 
the labor provision. It should be noted, 
too, that the coverage of the acts is gen- 
eral (with numerous exceptions and al- 


T Other titles are also employed for acts in 
this category, such as “ Fair Sales Act,” “Un- 
fair Sales Act,” “Unfair Trade Act,” “Fair 
Trade Practices Act.” In the trace press these 
acts are also sometimes dubbed “loss leader 
laws,” 

8 For detail, see Grether, op. cle, p 36. 

3 Le., the states following the pattern of the 
1935 California Unfair Practices Act. 
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lowances) instead of being limited to 
trade-marked goods as under the Fair 
Trade Acts. 

At present in the United States, there 
is much discussion of the effects of re- 
sale price control and market-floor acts. 
A considerable amount of formal re- 
search has been made or is in process. 
It appears to this point that the alarm- 
ists have painted too dark a picture, for 
the mal-effects are not nearly so large as 
stated. The Fair Trade Laws apply to 
only a minority of goods, and within 
this field they have made for signifi- 
cantly higher prices to consumers pri- 
marily on some of the best-known prod- 
ucts that entered heavily into price 
competition and in the popular price of 
cut-rate types of enterprise. That is, it 
is a mistake to assume that consumers 
in general and on all of their purchases 
have been forced to pay higher prices. 
But, unfortunately, the price increases 
that have appeared have been concen- 
trated upon the lower income and/or 
thrifty members of the community. 
But there are some compensatory fac- 
tors that offset some of this loss. 


Market-floor acts 


The market-floor laws, in so far as 
they have had wide coverage, have simi- 
larly achieved their benefits (if any) at 
the expense of the same consuming 
groups that, either through economic 
pressure or from choice, shop carefully 
and rationally for items featured at low 
prices. But neither consumers as a 
whole nor dealers have much at stake 
when floors are kept low, as, say, at 
merchandise cost or a small percentage 
above it. The most serious aspect of 
these laws, as is true also of the Fair 
Trade Acts, is their portent, for there is 
a strong hazard that they will be merely 
an entering wedge for more ambitious 
ventures to fix prices in general. At 
present in this country (as well as in 
Europe) it has become widely believed 
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that aggressive price cutting in the dis- 
tributive trades is dn unsocial practice 
and herce properly subject to govern- 
mental regulation. This attitude was 
supported and incited by the master 
code for the retail trades under N.R.A., 
which stated that the use of loss leaders 
“works back against the producer of 
raw materials on farms and in industry 
and against the labor so employed.” +° 
In addition to the reversals of public 
policy which have shifted the pur- 
pose of much legislation from the mere 
preservation of competition per se to an 
attempt to mold it in a positive manner, 
there ere those enactments which in- 
tend primarily to provide rules for the 
competitive game without altering it 
fundamentally. Thus, there is a great 
body of law which is either directed at 
unfair competition between rivals or at 
practices that run counter to the in- 
terests of consumers. It is this type 
of legislation that was originally con- 
siderec separate from the antitrust laws. 
More and more, however, it is becoming 
clear that it was highly unrealistic, ex- 
cept for purposes of preliminary analy- 
sis as in this discussion, to keep these 
strands separate in public policy. 


Foop ant Druc LEGISLATION 


The Federal and state laws regulating 
the sale of foods, drugs, and cosmetics 
are the best examples of legislation in 
the consumer interest. The dominance 
of the earlier beliefs that free competi- 
tion is largely beneficent is portrayed 
by the fact that it was not until 1906 
that the Federal Government enacted 
comprehensive legislation in this field. 
The purpose of the 1906 Federal Pure 
Food and Drugs Law, as amended in 

10 For a criticism of this point of view see 
Grether, of. cit, pp. 214-22, 386-90. 

11 For a brief review of the act and its 
amendments, see W. C. Waite and R. Cassady, 
Jr., The Consumer and the Economic Order 


(New York, 1939), pp. 103 ff. Several ex- 
cellenz brief statements are available elsewhere. 


MARKETING LEGISLATION 


1912, 1913, 1930, and 1934, was to pro- 
hibit the adulteration and misbranding 
of foods and drugs in interstate com- 
merce. 

The 1906 law was passed only after a 
long battle, and was an important phase 
in the general movement away from 
caveat emptor. But the act had a num- 
ber of pronounced weaknesses, chief of 
which were: (1) food compounds were 
not considered to be adulterated if they 
contained no poisonous or deleterious 
ingredients, irrespective of the propor- 
tions of the ingredients; (2) branded 
food mixtures, when the place of manu- 
facture was indicated, were likewise 
considered adulterated or misbranded 
only if they contained poisonous or 
deleterious ingredients; (3) although 
the labeling requirements curbed much 
misrepresentation in a narrow sense, 
they did not enforce positive descrip- 
tions adequate for sound consumer 
judgment; (4) the government had to 
establish fraud with respect to claims 
made for drug products; this burden of 
proof seriously weakened the protection 
of consumers in a field in which con- 
sumer ignorance is particularly dan- 
gerous; (5) the prohibitions-of the act 
did not carry through to advertising, 
but only to labeling; (6) the coverage 
of the act was too limited—e.g., cos- 
metics and therapeutic devices were not 
included; (7) there were no definitions 
of standards for foods in the act; hence, 
the burden of determining reasonable 
standards rested with the government.?? 

In 1938 Congress enacted a new 
Food, Drug, and Cosmetic Act which 
remedied most of the weaknesses listed 
above, although it still does not offer 
full protection to consumers. The pro- 
visions of the new act will not be re- 
viewed in detail here; instead, the de- 
gree to which the weaknesses of the old 
act were not corrected and substantive 
changes ranging beyond this enumera- 

12 Lyon, et al., p. 345, 
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tion will be noted.1® ‘The chief defect 
of the 1938 bill is the absence of provi- 
sions governing advertising; but this 
weakness was overcome entirely or in 
part by the Wheeler-Lea Amendment to 
the Federal Trade Commission Act. 
Further, positive labeling requirements 
are still relatively weak for foods except 
in the case of those for special dietary 
purposes. It is not required to state the 
ingredients of cosmetics. But the pro- 
vision declaring labeling misleading if 
it fails to reveal “facts material” (i.e., 
in the light of representations that have 
been made) “. . . with respect to the 
consequences which may result from the 
use of the article” may be the basis for 
overcoming some of this weakness with 
vigorous enforcement. One important 
new provision in the food field is the 
grant of power to the Secretary of Agri- 
culture to license food manufacturers, if 
necessary, to protect against contamina- 
tion. Some additional protection is 
given consumers in the purchase of 
drugs through a provision requiring the 
testing of new drugs before they are 
marketed. Enforcement is expedited 
and strengthened by increasing the pen- 
alties and providing broader powers in 
addition to the changes alzeady noted. 
Some observers believe the >rovision for 
court review will weaken enforcement. 

Many state and local political bodies 
had enacted legislation governing the 
sale of foods and drugs even prior to 
the 1906 Federal act. Now every state 
of the Union has laws in this field, 
which often include other malpractices 
aifecting public health, safety, and wel- 
fare. Fortunately, state, local, and 
Federal agencies are increasingly find- 
ing means of co-operating in enforce- 
ment. 


THE FEDERAL TRADE COMMISSION 


The Federal Trade Commission Act 


18 For a brief digest of the provisions, see 
Lyon, et al, pp. 357-60. 
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of 1914 is the most important Federal 
law to date relating to the maintenance 
of the ethics of competition. Under 
this statute the Commission was given 
blanket authority to take action against 
“unfair methods of competition” in in- 
terstate commerce. The sponsors of the 
act purposely did not define “unfair 
methods of competition,” apparently 
because they wished the Commission to 
work out standards of ethical conduct 
in a flexible, creative manner. 

Early in its career the Commission 
discovered that it was impossible to set 
up a broad, well-rounded program of 
regulation in the trade and public in- 
terest, because of (1) the tendency of 
courts to interpret its powers narrowly, 
based upon the common-law conception 
of “unfair competition”; and (2) the 
necessity for establishing the existence 
of both a specific competitive interest, 
and a direct public interest in the prac- 
tices deemed “unfair.” Administrative 
and personnel difficulties and the lim- 
itations set up by courts combined to 
restrict the Commission’s efforts to a 
point much below that envisaged by 
many of the sponsors of the act. Yet, 
as the years have passed, the Commis- 
sion’s vigilance over the channels of 
trade has become increasingly impor- 
tant. Its complaints and orders to 
cease and desist, the stipulations ac- 
cepted, and the voluntary rules estab- 
lished in trade-practice conferences, 
have accumulated a great body of spe- 
cific rules which greatly assist in giving 
form, direction, and content to the gen- 
erally accepted principles of social eth- 
ics in relation to business conduct. 
Consequently, those engaged in market- 
ing goods in interstate commerce now 
know, for instance, not merely that de- 
ceit and fraud are in general prohibited, 
as throughout the centuries, but that 
specific methods of branding and de- 
scribing products are violations and 
subject to action. Further, the Com- 
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mission’s endeavors to maintain a 
proper level of business conduct clearly 
demonstrate the organic interrelations 
of “monopolistic” and “unfair” prac- 
tices. Hence, a large portion of the 
Commission’s attention has been di- 
rected to monopolistic practices. 

In 1938, in the Wheeler-Lea Amend- 
ment, the powers of the Federal Trade 
Commission were broadened so that it 
might take action against practices 
harmful to consumers even when no in- 
jury to members of the trades is demon- 
strated. Further, increased penalties 
and procedural changes should assist it 
in making its will much more effective 
than in the past. The new power 
which has been exercised most since 
1938 is specific control over false adver- 
tising of foods, drugs, devices, ard cos- 
metics. Many of the supporters of the 
Food, Drug, and Cosmetic Act of 1938 
had hoped to write a similar provision 
into that law. Because of heavy oppo- 
sition this task was given to the Fed- 
eral Trade Commission, partly because 
it already was exercising some super- 
vision over advertising, but chiefly be- 
cause the industries concerned seemed 
to prefer Commission supervision to 
that of the Department of Agricul- 
ture. 


STATE TRADE COMMISSIONS 


The various states to date have not 
followed the example of the Federal 
Government by establishing trade com- 
missions with broad powers of regula- 
tion over trade practices. The Utah 
Trade Commission set up in 1937 is the 
only state agency with general powers 
at all similar to those of the Federal 
Trade Commission.1® There are, how- 

14The Commission may bring injunctive 
proceedings in district courts to prevent the 
dissemination of false advertising of foods, 
drugs, devices, and cosmetics, while an order 
is pending. Further, the violation of a final 
order is subject to a penalty of $5,000. 

15 For detail, see Grether, op. cit, p 400. 
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ever, special agencies, boards, and com- 
missions in numerous states with lim- 
ited grants of power in specific fields, as 
the service trades, alcoholic beverages, 
and agricultural products. 

Space limitations make it impossible 
in this discussion to examine numerous 
other types of legislation that are in- 
tended to regulate the plane of competi- 
tion. Fortunately, brief summaries are 
available to readers elsewhere.** 


CoNDITIONS INFLUENCING RECENT 
MARKETING LEGISLATION 


Marketing legislation should be inter- 
preted in the perspective of the social 
mores and ethical precepts distilled by 
centuries of human commercial inter- 
course and the specific crystallization 
developed in the common law. The in- 
terpretation of the historical setting, as 
well as of legislative developments, 
would be inadequate without an aware- 
ness of basic evolutionary forces that 
are more important than their specific 
expression in any one brief period of 
time. But evolutionary forces do not 
move at a uniform rate. In the mod- 
ern period, particularly in the United 
States, industrial trends became so ac- 
celerated toward the end of the nine- 
teenth century as to produce major con- 
flicts of interests out of which appeared 
the Sherman Act intended to preserve 
competition. The ways in which this 
act has since been implemented have 
already been indicated. 

Following the World War, accelera- 
tion of trends in the distributive chan- 
nels also appeared as large-scale distrib- 
utors, particularly chain-store systems, 
made rapid strides. The impact of this 
increase in the evolutionary tempo in- 
evitably aroused the organized opposi- 
tion of the established distributive types 
that were forced to give ground, even as 


16 Lyon, et al, pp. 343 ff.; H. H. Maynard, 
W. C. Weidler, and T. N. Beckman, Principles 
of Marketing (New York, 1939), pp. 360 ff. 
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small-scale industrialists had reacted in 
the 1880’s. The most significant single 
factor (there are others) that accounts 
for much of recent marketing legislation 
is the political pressure of distributive 
interests which have suffered from the 
expansion of large-scale distribution. 
The effectiveness of this pressure was 
maximized by the conjuncture of a 
number of conditions. First, general 
intensive, qualitative regulation had 
gradually received at least passive ac- 
ceptance in public opinicn. Second, 
farmers and small shopkeepers both 
found themselves struggling against ad- 
verse economic trends; hence, often 
they joined forces politically to gain 
governmental aid. In many states, and 
for the most part in Congress, this ac- 
tive co-operation, or the tacit absence 
of opposition of either party, in itself 
insures the control of legislative chan- 
nels. There are a number of important 
similarities of purpose and procedure in 
the agricultural and distributive control 
acts. Third, the 1920-21 depression 
and the Great Depression beginning in 
1929 added the fuels of emergency and 
despair to the fires that were a‘ready 
well kindled. It is importent to note, 
though, that the legislative demands 
were not merely depression phenomena, 
but had a broader evoluticnary base; 
depression merely acted as a powerful 
stimulant. Fourth, the N.R.A. assisted 
in breaking down some portion of the 
traditional public opposition to formal 
co-operation among the members of 
given industries and trades to serve 
their own economic ends, and gave 
American industry a taste cf long for- 
bidden fruits. This experience left its 
direct deposit in the current market- 
floor and price-discrimination statutes 
as was noted above. In spite of the 
tremendous opposition that the N.R.A. 
program produced before its end, it 
would be a serious error to assume that 
all its aspects were distasteful to Ameri- 
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can business. On the contrary, it gave 
pattern and form to many sub rosa or 
latent activities and desires. 

In this connection, too, it needs to 
be stressed that the pressure of the 
larger, powerful forces of impersonal 
competition in our period make local, 
independent, and co-operative adjust- 
ments to competition increasingly less 
effective. For instance, small dealers 
typically find themselves in a welter of 
competition with not only their own 
types, and direct sellers and large-scale 
distributors in their own fields, but also 
with firms in other fields. Conse- 
quently, distribution is a labyrinth of 
intertwining highways and bypaths, 
and the weight of competition is in- 
creased and impersonalized. Hence, 
even group activity within given fields 
often would no longer be able to protect 
the interests of the members of the 
trades. 

Inevitably, most legisiation, although 
couched in terms of the public interest, 
expresses most largely the desires of 
specific groups. “Public opinion” is 
more influential as a passive nonresist- 
ing factor than as an active influence. 
Only occasionally, as in the case of food 
and drug legislation, dces the “public” 
become an active force. Much of the 
legislation described above would not 
have been enacted at all, or would have 
been greatly modified, if consumers, for 
instance, had expressed themselves as 
efficiently as producers and distributors. 
The passive, uncritical acceptance of 
laws that run counter to the interests 
of consumers reflects not only the char- 
acteristic apathy of most voters, but 
also their extraordinary difficulty, if not 
impossibility, of forming sound judg- 
ments concerning complex problems. It 
will be interesting to watch the develop- 
ment of the current “consumers’ move- 
ment.” Perhaps it will for a brief pe- 
riod focus an aroused public opinion 
upon a few issues in this field. 
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CONCLUDING OBSERVATIONS 


Marketing legislation in recent years 
has reflected the state of flux in both 
the system of marketing and the philo- 
sophic rationalization of competition 
and its regulation. Ours appears to be 
a transitional period; hence, it is not 
surprising that trade relations and the 
sets of ideas about them should be con- 
fused. Fortunately for all of us, the 
marketing mechanism seems able to 
perform its proper function of supply- 
ing goods and services to consumers 
with considerable efficiency in spite of 
great legislative abuse. The prime pub- 
lic issue of our period as far as the regu- 
lation of marketing is concerned is to 
direct legislative zeal into sound chan- 
nels—if this be possible. Industrial 
and regulative evolution has carried the 
American economy (as well as that of 
the capitalistic world in general) along 
to the point where regulation no longer 
can be intended merely to facilitate 
trade passively or to preserve competi- 
tion quantitatively. It is a hopeful sign 
that the concept of “competition” is 
leaving the shibboleth stage. 

In the meantime, though, regulation 
in the public interest has become greatly 
more difficult by contrast with the as- 
sumptions and beliefs of the past gen- 
eration. Regulative procedures today, 
to be sound, must find ways and means 
of bringing expert analysis and judg- 
ment to bear upon public problems in 
a manner which allows the long-run 
general interest to be served, instead of 
a presumed short-run vested interest. 
Most marketing legislation is the prod- 
uct of the political pressures of special 
groups who wish to conserve their own 
short-run positions. Unfortunately for 
them, time and again they are unaware 
of the immediate compensatory forces 
and the long-run consequences which 
subvert their short-run objectives. 

Much of the current legislation serves 
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the public interest chiefly because its 
proponents misunderstood the full, ulti- 
mate effects of their laws; not because 
it was intended to enlarge the general 
welfare. Sponsoring members of trades 
and the public would gain if greater 
wisdom and criteria derived from the 
public welfare could be brought to bear. 
Basic clashes of interest in markets 
ideally should not and cannot be re- 


solved by the political strength of the 
parties to the conflicts, but only in 
terms of relative contribution to social 
welfare. In an ideal system of regula- 
tion, Federal, state, and local legisla- 
tion would be so oriented and inte- 
grated. There is, of course, some cause 
for optimism in a few directions, as, 
e.g., food and drug legislation. But the 
larger tasks are still ahead. 


Ewald T. Grether, Ph.D., is professor of economics 
on the Flood Foundation at the University of Caii- 
fornia, Berkeley, and managing editor of the Journal - 
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has had summer session and other appointments at 
Columbia University, University of California at Los 
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Price Maintenance in Great Britain” (1935), “Essays 
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Legislative Barriers to Marketing Progress 


By Joan H. Cover 


N MAY of last year the following 
announcement appeared in the 
press: 


In a recent decision the Florida Supreme 
Court held that ocean liners and tin cans 
fell into the same category so far as tax 
exemption is concerned. Florida, wishing 
to attract manufacturers of tin cans to the 
state, exempted them from payment of 
property taxes for 15 years by a constitu- 
tional amendment in 1930. But the 
amendment euphemistically referred to tin 
cans as “steel vessels,” and the court held 
that, a steel vessel being a steel vessel, the 
Tampa Shipbuilding and Engineering Co. 
fell within the meaning of the provision. 


“Pigs is pigs,” economic logic to the 
contrary notwithstanding. 

It is apparent that the patriotic poli- 
ticlans and business interests sought by 
constitutional provision and legislative 
enactment to relieve the dependency of 
Florida upon “outside” producers of tin 
cans. Each new industry adds to the 
diversity as opposed tc the specializa- 
tion of industry, and therefore, it is 
argued, aids in the stabilization of the 
economy. And though the new indus- 
try is temporarily tax exempt, it will 
become an important new tax base upon 
reaching maturity in fifteen years. As 
we lend effort to the liquidation of 
international tariffs, we build local pro- 
tective devices at home, thereby ob- 
structing the free flow of internal com- 
merce: and frequently just when the 
legislator, the business man, and the 
economist find themselves in agreement 
as to the meaning of 2 regulation, the 
court comes to a contrary opinion. 


ARTIFICIAL OBSTACLES TO MARKETING 


Commerce has struggled to overcome 


1Tax Administrators News, Vol. 3, No. 5, 
May 1939. 


physical barriers of water, land, and air, 
and to bridge social and economic re- 
straints due to language, custom, and 
industrial differences. | Governments 
have sought by regulation to control or 
equalize competition and to protect pri- 
vate and public welfare. Business con- 
cerns and groups have endeavored to 
control conditicns and channels of trade 
toward stabilization of their business or 
monopolization of the field. These gov- 
ernment and business activities are arti- 
ficial as contrasted with natural phe- 


‘nomena, and, to the extent that they 


have discriminated against individuals 
or groups, have proved obstacles to 
marketing. 

Discrimination is difficult to establish 
in extent, for the economic laboratory 
does not provide an adequate measure 
of the difference between the result 
which has occurred and the result which 
might have obtained had the restric- 
tions not been imposed. Time compari- 
sons—the before-and-after photography 
—are quite faulty. And the complexity 
of factors involved in modern marketing 
invalidates assumptions as to the inci- 
dence and the relative importance of 
any one element. Moreover, the ab- 
sence of specific factual data leaves the 
problem in the No Man’s Land of preju- 
diced opinion. For instance. whose 
business is discriminated against and 
what competitive factors are involved in 
the simple, local ordinance regulating 
holiday trade? “This is a reminder,” 
reads a municipal notice, “of the fact 
that May 30, Memorial Day, is subject 
to Sabbath Day Laws. This makes it 
necessary to obtain a permit from local 
police in order to operate before 1:00 
PM... . and permits will be issued 
upon such terms and conditions as he 
[the local police] deems reasonable. 
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..”* Though authority allocated to 
the administrative officer may aid effi- 
ciency, it also provides a large potential 
power for discrimination. 


TYPES OF REGULATION 


The objective, then, is to enact and 
enforce legislation for the protection of 
public welfare and individual liberty, 
without penalizing business concerns or 
groups. But this apparently simple 
proposition assumes at least a general 
agreement upon social objectives. And 
while we utter the principle, a move- 
ment is under way to eliminate com- 
pletely one mode of commodity distri- 
bution, the chain system. To the 
anti-chain advocate, prohibitive legisla- 
tion would protect the “regular” chan- 
nel; to the proponent of the chain sys- 
tem, the same statutes would curtail 
freedom of enterprise and confiscate 


property. 


Control of entry into or expansion of 
business 


Most communities require licenses or 
franchises as a condition of entry into 
business. The stated purposes may be 
the safeguarding of the public or the 
increasing of revenue. License require- 
ments may stipulate the minimum 
capital necessary, the qualifications or 
number of persons employed, and the 
location approved, and may include 
posting of bonds or payment of fees. 
Franchises granting certificates of con- 
venience and necessity, originally ap- 
plied to public utilities, are now ex- 
tended to other businesses affected with 
public interest, such as milk, ice truck- 
ing, and coal. Zoning restrictions con- 
trol areas of operation. Commodity 
and service regulations specify stand- 
ards for milk, meat, building materials, 
barber service, and censorship of the- 
aters. 

Each of these types of regulation pre- 

2 Industry, Jan. 1939. 
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vents abuses to our economy, and, wm- 
fortunately, each may be used as an 
obstruction to the general welfare or to 
competitive interests. For instance, 
every city has a building code which in 
part is designed to minimize fire haz- 
ards. But when these codes specify 
materials which are readily provided by 
one group of manufacturers and thereby 
exclude other equally safe and service- 
able materials available from competi- 
tors, discrimination is evident. 

In the field of milk distribution, of- 
cials frequently are empowered, without 
review of other authorities, to establish 
milksheds supplying communities and 
to determine the area of inspection. 
Producers outside these areas are ex- 
cluded, and few agreements for recipro- 
cal testing are in effect. A Rhode 
Island law permits its Commissioner of 
Agriculture to color with vegetable mat- 
ter any milk delivered in violation cf 
its various provisions.® 

The detriment not alone to smal 
vendors but to an important natural 
channel of trade as well, is apparent in 
the Green River, Wyoming, ordinance 
Number 175: 


Section 1. The practice of going in and 
upon private residences in the Town oi 
Green River, Wyoming, by solicitors, ped- 
dlers, hawkers, itinerant merchants, and 
transient vendors of merchandise, not hav- 
ing been requested, or invited so to do by 
the owner or owners, occupant or occu- 
pants of said private residences, for the 
purpose of soliciting orders for the sale of 
goods, wares and merchandise, and/or for 
the purpose of disposing of and/or ped- 
dling or hawking the same, is hereby de- 
clared to be a nuisance, punishable as such 
nuisance as a misdemeanor. 


These examples illustrate the limiting 
effect of regulation upon expanding or 


® George R. Taylor, Edgar L. Burtis, and 
Frederick V. Waugh, Barriers to Internal 
Trade in Farm Products (U. S. Depar-ment 
of Agriculture, 1939), p. 11. 
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establishing an enterprise. They also 
suggest the need for alertness by the 
public and the business community to 
assure not alone the adequate protec- 
tion of the social interest, but, in addi- 
tion, the proper limitation of regulation. 

Lamenting the tremendous waste of 
our business failures, many students of 
the problem suggest extension of our 
system of franchises to all enterprise. 
Doubtless issuance of certificates of 
convenience and necessity based upon 
education, experience, adequate capital, 
and similar criteria would reduce our 
business mortality. But at what point 
should restriction upon free enterprise 
be halted? In 1933 German fascism 
prohibited the establishment of new re- 
tail enterprises, promising to each group 
“special privileges for all.” 4 


Monopoly and restraint of trade 


The proprietor of a small business 
tends individually and collectively to 
associate activities in restraint of trade 
with “big business,” “corporate enter- 
prise,” “trusts,” and the “interstate 
dealer.” Complaints made to the Fed- 
eral Trade Commission and the United 
States Department of Justice, and re- 
puted to operate unfairly against the 
small, independent producer and mer- 
chant, may be summarized as follows: 
(1) price controls; (2) control of dis- 
tribution channels; (3) labor coercion 
in the nature of racketeeering; and (4) 
miscellaneous practices, including con- 
trol of location, development of special 
brands, and a variety of practices re- 
lated to conditions and methods of 
sale 

Similarly, items most frequently the 
subject of conflict in the experience of 


4 Walter Froehlich, “Changes in Central 
European Retail Trade,” Journal of Market- 
ing, Jan. 1940. 

5 Testimony of Willard L. Thorp before the 
Temporary National Economic Committee, 
1939. 
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the National Recovery Administration 
were related to size of enterprise, mar- 
ket concentrations, costs of operation, 
marketing procedures, the nature of de- 
mand for the products and services, 
marketing services offered, and proce- 
dures employed in the development of 
prestige.® 

Two types of legislation have at- 
tempted to regulate these practices: 
(1) the penalizing statute, designed to 
prevent further combination and to 
curtail specific practices; and (2) the 
enabling act to permit association of 
enterprises for promotion of common 
interests. It is important to record the 
fact that Federal regulation followed 
state legislation,’ and that currently 
state activity is experimentally still in 
the lead. 

In addition to the regulation of cor- 
porate organization, many of the pro- 
hibitive provisions of statutes are aimed 
at marketing procedures, combination 
for control of the market, concerted ac- 
tion leading to price fixing, agreements 
covering quotas, blacklisting interfer- 
ence with a competitor’s access to the 
market, tying contracts compelling a 
purchaser of one item to purchase other 
goods as well, market boycotts, and 
many predatory practices. 

Ostensibly, these statutes have the 
following purposes: (1) preservation of 
fair competition; (2) preservation of 
existing channels of distribution and of 
their agents, manufacturer, wholesaler, 
and independent retailer; (3) protec- 
tion of the consumer and the general 
public. 

Our recent Jaws regulating sales be- 
low cost, the unfair-practices acts con- 
trolling price discrimination between lo- 

@N.R.A. Report of the President’s Com- 
mittee of Industrial Analysis, Feb. 17, 1937, 
pp. 204-5. 

T Leverett S. Lyon, Myron W. Watkins, and 
Victor Abramson, Government and Economic 
Life (Brookings Institution, 1939), Vol. I, 
Chap. X. 
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calities and between buyers, and such 
indirect devices as chain-store taxes and 
special licensing laws, have been en- 
acted with stated purposes as listed 
above. The Robinson-Patman Act is 
directed toward elimination of some of 
these practices, 

But experience under the N.R.A. 
whetted the appetites of small concerns 
for joint action. In competing with the 
large concern it appeared necessary to 
have not only the defensive weapon of 
penalizing statutes, but, in addition, 
the offensive devices of combination 
through enabling legislation. In effect, 
the resale-price-maintenance and the 
unfair-trade-practice types of statute 
are enabling acts to the extent that 
group activity is recognized in their ad- 
ministration. The trade policing sys- 
tem supplementary to governmental ad- 
ministration is a combination which 
may contain many activities prejudicial 
to free competition. The strength of 
the group lies in the local, limited area 
of jurisdiction, where influence with the 
legislator, the administrator, and the 
public is large. 

With the extensive residual power of 
state governments, there is potentially 
less restraint upon the erection of mar- 
keting barriers in this field than in Fed- 
eral control of monopoly. 


Interstate and intrastate commerce 


Colonial lawmakers thought their new 
Federal Constitution finally settled 
problems of government jurisdiction 
over trade and eliminated dangers of 
future state internecine strife. “The 
Congress shall have Power .. . To regu- 
late Commerce with foreign Nations, 
and among the several States, and with 
the Indian Tribes.” This seemed to 
the Constitutional Convention perfectly 
clear English. The word “among” was 
interpreted by Chief Justice Marshall 


8 Federal Constitution, Article 1, Section 8, 
Clause 3. 


179 


in an early Supreme Court decision ° to 
mean “intermingled with,” and was de- 
clared to be restricted to commerce 
concerning more states than one. There- 
fore, the legislative and judicial bodies 
seemed in entire accord. 

But unfortunately the understanding 
is currently not so clear. For instance, 
the State of California levied a “use” 
tax on the storage and use of property 
brought into the state by the Southern 
Pacific Company as part of its trans- 
portation facilities. The railroad was 
refused an injunction, and appealed to 
the Supreme Court. A decision? of 
January 30, 1939 held that there was a 
taxable moment when these articles had 
reached the end of their interstate trans- 
portation and had not begun to be con- 
sumed in interstate operation. At that 
moment, the tax on storage and use— 
retention and exercise of a right of own- 
ership, respectively—was effective. 

The use tax is defended as a supple- 
ment to the sales tax and is levied in an 
effort to equalize the burden of inter- 
state and intrastate commerce. Since 
the state may not tax interstate trade, 
it levies upon the consumption of goods 
which have entered the state. As a rev- 
enue factor this tax is relatively unim- 
portant, and most states have not made 
assessments upon use at rates exceeding 
local sales taxes. Potentially, however, 
this device is a source of regulation 
tantamount to a tariff upon imported 
goods. As a tax measure its merit is 
that of the sales tax, but as a regulatory 
device it is maleficent. 

Most regulations regarded as trade 
barriers had as original purposes the 
increase of revenue or the protection of 
the citizens of the state or community. 
Depression brought reducec employ- 
ment and income simultaneously with 
a revolution in public attitude toward 
social responsibility. An emergency 

2 Gibbons vs. Ogden, 9 Wheat. 1. 

10 Southern Pacific Co. vs. Gallagher. 
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condition was recognized and immediate 
governmental aid required. But con- 
currently, an isolationist, self-sufficiency 
philosophy developed. If a state must 
raise funds for construction, then only 
state’ citizens should be employed and 
_state products be used. If the market 
elsewhere for locally produced commod- 
ities has diminished. then eliminate in- 
coming competitive articles and build 
new local industries to relieve depend- 
ence upon other states. We recognize 
the arguments and the disintegrating 
philosophy. 

Motor vehicle regulations offer a 
good example of state activity. Gov- 
ernments construct highways and 
bridges in the continual battle against 
natural barriers. Road building has 
been a favorite work-relief project. To 
finance construction and repair of high- 
ways and in the interest of public 
safety, states have established registra- 
tion requirements, levied taxes upon 
motor fuel and mileage and gross re- 
ceipts, and regulated truck dimensions 
and weight. Only nine states grant 
complete reciprocity tc commercial ve- 
hicles from other states.” 

There is validity in the opposing 
points of view. The small-population 
state is particularly pressed to meet the 
heavy highway expense. The interstate 
trader, on the other hand, is taxed both 
in his home state and in the states of 
transit. The burden may become so 
heavy as to exclude him from interstate 
commerce. For instance, in Ohio cara- 
yaning vehicles are required to obtain 
“in transit” certificates of registration 
and two plates for each vehicle; $50 is 
charged for the original and $3 for du- 
plicates. Arizona requires a wholesale 
peddler’s license carrying a fee of $500 
for resale privileges in counties of more 
than 100,000 population. In these in- 


11W.P.A. Marketing Laws Survey-——Com- 
parative Charts of State Statutes Illustrating 
Barriers to Trade Between States, 1939. 
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stances, one may suspect, caravans and 
peddlers are as welcome as “okies” in 
California. 

Preferential laws for home products, 
laborers, contractors, or printing for in- 
stitutions or government agencies have 
been enacted by almost all states. 
Maryland requires green marble; Indi- 
ana, limestone; Oklahoma, local min- 
eral and forest products; Missouri, 
products of her quarries. Oleomarga- 
rine, liquor, and cigarettes are fre- 
quently mentioned as maligned com- 
modities. But how does the New 
Jersey hen lay eggs that “contain more 
vitamins” than those arriving in adjoin- 
ing states? And why are Georgia eggs 
“fresh” while those brought into the 
state, even though newly laid, are 
merely “shipped,” and must be so la- 
beled? Human ingenuity is indefatig- 


‘able: choser. people and chosen hens. 


It is apparent that regulations of the 
barrier type tend toward isolation. 
Within our country free trade and spe- 
cialization in activity have aided prog- 
ress. Ohio has mining machinery to 
sell West Virginia, and in return can 
use West Virginia coal. Self-sufficiency 
through isolation would bring the col- 
lapse of the American economy. 


GOVERNMENT AD TO BUSINESS 


Certain special aids and inducements 
offered by government jurisdictions 
may become indirect barriers to com- 
merce. Tax exemptions, and factory 
sites, plants, and equipment, for new 
industrial firms are the promotional 
program of a number of states and com- 
munities. It is apparent that migration 
upon an economic basis needs no arti- 
ficial stimulus, and that infant indus- 
tries tend to remain permanently in 
need of bottle-feeding. 

Louisiana voters in 1936 adopted two 
amendments to the state constitution 
permitting property tax exemptions on 
industrial construction for a period of 
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ten years. One amendment authorizes 
municipalities and parishes to exempt 
new industries or additions to estab- 
lished plants; the other empowers the 
governor to contract with new or de- 
veloping industries for exemptions.’? 
In the period to February 1938 fifty- 
three exemptions had been granted, in- 
cluding oil, kraft pulp and paper, pub- 
lic utility, lumber, food manufacturing, 
chemical, and cotton industries. It was 
claimed that eighty-six new plants had 
been established. 

It is reported that between 1936 and 
1938 New Jersey attracted 3,440 new 
plants.1* The state advertises low cor- 
poration taxes; no franchise levy on in- 
dustry 50 per cent of the assets of which 
are invested in manufacturing, farming, 
horticulture, or mining; no income tax; 
and no sales tax. But the state has an 
intangible property tax, and a tax on 
tangible personal property, the statute 
requiring assessment of true value. Lo- 
cal property taxes are levied at higher 
rates than in many neighboring states. 
Real estate provides a large part of tax 
revenue. New Jersey has a relatively 
high per capita debt. In other words, 
a business man should examine both as- 
sets and liabilities in evaluating induce- 
ments. 

The relation of taxation to migration 
has been studied statistically in several 
instances.2® It is concluded in general 
that heavy taxation has not inhibited 
industrial development, nor light tax 
burdens proved a stimulus. To the ex- 
tent that these conclusions apply, a 
jurisdiction enticing industry either is 

12 “Vie in Tax Exemption,” Business Week, 
March 27, 1937. 

18 “Diversification Goes South,” 
Week, Feb. 12, 1938. 

14 “New Jersey Bids for Industry,” Bar- 
ron’s, March 14, 1938. 

15 George A Steiner, The Tax System and 
Industrial Development, Business Research 


Bull No. 57, University of Illinois, 1938, is 
a recent analysis. 
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foregoing an opportunity for revenue 
from an establishment which would lo- 
cate without inducement, is offering an 
artificial bait which oifsets natural or 
economic advantages elsewhere, or is 
stimulating parasitic industries. An in- 
teresting confession is contained in a 
recent report of a survey sponsored by 
the State Chamber of Commerce of 
Pennsylvania: 

That industries are leaving Pennsylvania 
is indisputable. To what extent such mi- 
grations are due to regional shifts or to 
natural spreading out of industry, and 
would occur regardless of our state tax sit- 
uation, is a controversial question which 
we shall not attempt to discuss here. 

Early in Mav of this year we learned 
that a state chamber of commerce in a 
border state had received 113 requests 
from industries that desired to move there 
from other states. Of these requests, fully 
one-half came from Pennsylvania. This is 
a serious state of affairs, even if some of 
the industries were undesirable in character 
and their migration would be a good rid- 
dance to Pennsylvania,7* 

Do Louisiana and New Jersey 
want Pennsylvania’s undesirables? How 
many concerns left New Jersey, or 
failed, while 3,440 new enterprises were 
arriving? To what extent are covetous 
states temporarily continuing the life of 
unsuccessful, uneconomic concerns and 
thereby embarrassing the state economy 
of the future and adding obstacles to 
the marketing procedures of solvent, 
well-established enterprises located else- 
where? 

Many government jurisdictions have 
augmented tax exemptions by other 
forms of direct aid. In 1936, the Mis- 
sissippi Legislature authorized munici- 
palities to own and operate manufac- 
turing plants or to sell or lease them for 
operation by private concerns." A test 


16 Leonard P. Fox, State Taxes and Indus- 
trial Growth, Penrsylvania State Chamber of 
Commerce, 1938. 

17 M. E Satterfield, Mississippi Municipali- 
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case was ruled upon by the State Su- 
preme Court when it upheld the bond 
issue of the City of Winona for the 
construction of a municipal factory 
building to be leased to a private con- 
cern.*® The court held that municipal 
ownership of private enterprises was a 
reasonable method to accomplish gov- 
ernmental functions—care of the poor, 
relief of the unemployed, and promo- 
tion of agriculture and industry. 

Instances are multiple; but the im- 
portant consideration is the effort to 
solve unemployment distress and busi- 
ness depression by methods that are 
competitive with other jurisdictions, to 
gain by discrimination. Retaliation is 
inevitable. This procedure is inimical 
to the economic and social unity of the 
United States. 


BUSINESS THE ACCOMPLICE 


Governments consist of men, and 
men are subject to influences. Patri- 
otism is easily aroused, whether related 
to the nation, the county, the town, or 
the neighborhood. And business com- 
petition is the source of many loyalties. 


ties and Industrial Promotion, Bull. of the 
National Tax Association, Dec. 1938. 

18 Albritton vs. City of Winona, 178 So. 
Miss., 799. 
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The local enterpriser calls for succor 
against Wall Street and the trusts. The 
independent merchant asks for aid in 
surviving the chain system “octopus.” 
The intrastate concern demands protec- 
tion against the interstate aggressor. 
The respective producers quarrel over 
oleomargarine and butter. And in each 
instance the appeal is to the government 
for defensive legislation and for special 
offensive statutes. To the public, the 
appeal for support is the protection of 
the home town or local enterprise or 
public health or private creed. 

If legislation is to be substituted for 
competition, then price will lose its sig- 
nificance, channels of distribution will 
become ossiñed; marketing procedures 
static, and enterprise paralyzed. Even 
more significant, government will cease 
to be the arbiter of differences among 
citizens and become instead the pro- 
ponent of fixity in economic and social 
life. 

There is no exaggeration in this pic- 
ture. It can happen here. It would be 
well for business men to become ac- 
quainted with each other—large with 
small, national with local, industry with 
industry—and to evaluate, in terms of 
marketing barriers, the present status 
of business ethics. 


John H. Cover, Ph.D., ts professor of statistics in 
the School of Business, University of Chicazo, on leave 
in Washington to direct a survey of business research. 
He is author of “Advertising, Its Problems and Meth- 
ods” (1926), “Consumption of Meat and Meat Prod- 
ucts with Particular Reference to Price” (1930), 
“Neighborhood Distribution and Consumption of 
Meat in Pittsburgh” (1932), “Business cnd Personal 
Failure and Readjustment in Chicago” (1933), and 
“Retail Price Behavior” (1935); and editor of “Fi- 
nancing the Consumer” (1937). 


Marketing Research 


By Wirrorp L. WHITE 


ESEARCH in the field of market- 

ing goes back many years. Un- 
like other aspects of our economic life, 
however, such as finance or even pro- 
duction, marketing has undergone clas- 
sification and codification only within 
recent years. Conscious effort to put 
something down in writing developed 
first with personal selling and advertis- 
ing at a time when the principles of 
research were not applied. 


Brrer HISTORICAL SKETCH 


It was not until 1914, when the Bu- 
reau of Business Research, Harvard 
University, issued its first monograph 
on Expenses in Operating Retail Gro- 
cery Stores, that organized facts were 
made public in the field of marketing. 
This report and subsequent ones have 
provided average operating expense ra- 
tios for retailers, wholesalers, and man- 
ufacturers alike. 

It was not until 1922, when a report 
was made public by the Joint Commis- 
sion of Agricultural Inquiry, that some 
light was thrown on the total cost of 
handling certain individual agricultural 
products. 

In 1926 the Sample Census covering 
eleven cities was conducted. It was 
found so helpful that, as a result, the 
first Census of Distribution was taken 
in 1930, covering 1929. This census, 
which was repeated in substance cover- 
ing 1933 and 1935, with the fourth one 
now in full swing covering 1939, not 
only gave distributors, for the first time, 
a count by counties and cities of all the 
retailers and wholesalers, but also pro- 
vided new information on sales, number 
of employees, their wages and salaries, 
number of proprietors, expenses, and 
merchandise carried. 

During this period the Federal Trade 


Commission, through its Economic Di- 
vision, had quietly been issuing invalu- 
able marketing data in its analytical 
studies, culminating in its thirty-three- 
volume Chain Store Inquiry, completed 
in 1933. The Department of Com- 
merce, in its Bureau of Foreign and Do- 
mestic Commerce, began its analytical 
studies in the marketing field in the 
early twenties, including the well-known 
Louisville Grocery Survey and such 
fundamental handbooks as Market Re- 
search Sources, Consumer Market Data 
Handbook, and Industrial Market Data 
Handbook. 

Quite properly, it can be said that 
the 1929 Census of Distribution marked 
the beginning of marketing research as 
that term is now used. With this bench 
mark firmly established, research in the 
distributive trades has since developed 
faster and farther than in the entire pe- 
riod prior to 1930. Advertising media, 
stimulated by advertising agencies and 
the advertisers themselves; trade papers 
and trade associations; marketing and 
general management research organiza- 
tions; and operating business—all are 
today carrying on various quantities 
and qualities of research in this field. 
They, in turn, are supplemented and 
stimulated by individual research, the 
activities of foundations, university bu- 
reaus of business research, and govern- 
mental agencies. 


DEFINITION 


Marketing research itself may be de- 
fined as 


. .. the study of all problems relating to 
the transfer and sale of goods and services 
from producer to consumer involving rela- 
tionships and adjustments between pro- 
duction and consumption, prevaration of 
commodities for sale, their physical distri- 
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bution, wholesale and retail merchandising, 
and financial problems concerned. Such 
research may be undertaken by impartial 
agencies or by specific concerns or their 
agents for the solution of their marketing 
problems.* 


PURPOSES 


Marketing research, like any product 
or service on the market, has developed 
because there is a need and a desire for 
it. The need existed long before there 
was a desire, but once this type of eco- 
nomic research demonstrated its practi- 
cal usefulness, the demand increased 
rapidly. The purposes for which it is 
used have expanded with interest in it. 


Plonning 


Wide use is made of marketing re- 
search in planning, whether that plan- 
ning has to do with markets, their loca- 
tion, quality, and quantity; products, 
their acceptability and presentability; 
competition, its location and potentiali- 
ties; or organization, and the best man- 
ner of bringing markets, products, and 
competition together. Plans based upon 
research can involve a new business or- 
ganization or an old one, new markets 
and products or old ones. The time is 
past when one man or a group of busi- 
ness men can sit down and lay their 
plans soundly without the aid of mar- 
keting research. 


Policy making 

Following the establishment of one or 
more plans, the next step is to formu- 
late a series of policies with which the 
activities of the business can be co- 
ordinated and the plans perpetuated as 
long as they apply and are sound. 
These policies can relate to the house 


1 Report of the Committee on Definitions, 
American Marketing Association (based upon 
a definition of the Bureau of Foreign and Do- 
mestic Commerce in Market Research Agen- 
cies, 1928), The Nationa! Marketing Review 
(Fall, 1935), p. 157. 
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or organization, markets, channels of 
distribution, products, prices and terms, 
and selling methods. A business house 
cannot grow large without definite, es- 
tablished policies; neither can it grow 
or remain large and profitable unless 
those policies are based upon broad 
facts and sound reasoning resulting 
from research. 


Operation 

The proper functional operating of a 
business today requires classified facts, 
just as does policy making. In wisely 
performing the important function of 
selling, whether it be personal selling, 
advertising, or sales promotion, ques- 
tions arise continuously. While many 
of these questions can be answered from 
the experience of one executive, the 
answers to a greater number of them 
are dependent upon an immediate 
knowledge of the experience of many 
executives—i.e., upon past research—or 
it must wait for a quick or thorough job 
currently, depending upon time avail- 
able for such purposes. The functions 
involved may be buying, storage, or 
warehousing, financing or credit, or 
transporting. In any of these cases, 
research aids zhe executive. 


Adjustment 


Entirely too many firms do not give 
sufficient time, funds, or thought to 
planning, policy making, or operating; 
but even among those who do, many 
fail to give definite attention to adjust- 
ing these three phases of business man- 
agement to changing conditions. In 
these days when practically every 
source of supply, foreign and domestic, 
can be reached over the telephone, when 
an individual can be transported from 
this continent to Europe in less than the 
time it tock to go from New York to 
Boston a century ago, when a picture of 
a new style in Paris is illustrated in a 
San Francisco newspaper the same day 
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—when such things are true, it is high 
time to develop a facility for change 
and to know what changes are necessary 
as promptly as possible. Certainly, the 
purposes or justifications of marketing 
research are many, fundamental, and 
practical. 


METHOD 


Prior to 1930, a great deal, although 
by no means all, of the research in the 
field of marketing was descriptive in 
character. Before any analysis can be 
made, it is necessary to have defini- 
tions; and before any definitions can 
be established, the things or operations 
under observation must be accurately 
described. With the availability, how- 
ever, of the Census of Distribution 
shortly after the turn of the last decade, 
the descriptive phase of this develop- 
ment turned to the analytical stage. In 
analytical research there are at least 
five steps, the last of which is very of- 
ten forgotten or at least never taken by 
business men. The first step is that of 
determining what facts are needed to 
solve the problem which has produced 
the need for the research. The second 
step is to collect these facts; the third, 
to analyze them; the fourth, to draw a 
conclusion; and the fifth, to act upon 
such conclusion. With the fourth step, 
that of drawing a conclusion, the re- 
search worker completes his task and 
turns over his work to the operating ex- 
ecutive for action. All too many times 
no action results, or the action that does 
result is not based upon the analysis 
and synthesis of the research. The ex- 
ecutive is not always at fault, because 
all too many times the research student 
is ill-trained, has rushed to a conclusion 
without securing an adequate set of 
facts, or has been unable to present his 
material in a convincing manner. More 
study must be given to the techniques 
of marketing research in order to make 
such research effective. 
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RESEARCH AGENCIES 
During the past quarter-century 
many individuals and crganizations 
have engaged in marketing research. 
They can be classified as private, semi- 
private, and public. 


Private $ 


Among the three broad groups of 
business operators, the wholesaler or 
middleman has been less interested in, 
or has stimulated less activity in, re- 
search than have either retailers or 
manufacturers. This situation is not 
unexpected, since the wholesaler has 
been less active and progressive in other 
fields. He neither contacts the ultimate 
consumer and learns firsthand about 
changing consumer buying habits nor 
has he a large investment in factory 
buildings and equipment, or inventories 
of raw and semimanufactured mate- 
rials; as a result, he is not forced to 
protect his investments through study 
and research. The wholesaler’s own 
contribution through carrying on re- 
search activities himself is severely lim- 
ited. 

Next is the retailer. Mail-order 
houses, department stores, and chain 
stores have developed their research 
facilities to cover studies of internal 
operations, products, and even mar<ets. 
Independent stores other than those 
listed above have done very little. 

Finally, the manufacturer represents 
the third group of private sources. Slow 
either to buy marketing research or to 
install their own unit or department, 
manufacturers are currently expanding 
rapidly in this field. Sudden shifts in 
markets, product changes, and competi- 
tive conditions are forcing them to give 
more attention to planning, and plan- 
ning includes marketing research. 

In a recent study covering a selected 
group of manufacturers of toth con- 
sumer and industrial goods, it was 
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found that 188 conducted marketing 
research, spending for that purpose in 
the aggregate $2,000,000 annually. 
These manufacturers employed 393 
full-time and 483 part-time workers in 
this connection. In terms of the av- 
erage company, it spent $21,000 per 
annum, employed 3 full-time and 4 
part-time workers, and conducted re- 
search in the four following fields, listed 
in the order of their importance: (1) 
potential market for a product or line, 
(2) comparison with competitive prod- 
ucts, (3) analysis of the consumer mar- 
ket by sales territories, and (4) the 
addition of other products. Finally, 
this average firm spent $8,000 annually 
with outside firms for additional work.? 


Semiprivate 

In the field of advertising, which, 
along with personal selling, developed 
earlier than the other phases of market- 
ing, there have been three groups: the 
advertiser, listed above, the advertising 
agent, and the advertising medium. 
Since the advertiser compensates his 
agent and the agent pays the medium, 
it is quite natural to find that the bulk 
of advertising research is conducted by 
the media, which cannot pass the re- 
sponsibility on to any other group with- 
out direct recompense. Much of this 
research, which ranges from the com- 
plex to armchair investigations, con- 
cerns the evaluation of markets and the 
appraisal of both classes of media and 
individual media, as the cheapest ave- 
nue over which to reach the best mar- 
kets. General magazines were the 
pioneers in this field, followed by news- 
papers and outdoor advertising. Re- 
cently radio has come to the fore. 
Trade papers hold a unique place in 
this field of research, since they have 


2 Marketing Research Activities of Manu- 
facturers, Market Research Series No. 21, 
Washington, D. C.: Bureau of Foreign and 
Domestic Commerce, 1939. 
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two objectives: research in behalf of 
their advertising columns and research 
which should benefit their subscribers. 
In the industrial field particularly, the 
leading trade papers have done some 
outstanding work. 

A second large and growing source of 
research activities is conducted by na- 
tional, interstate, and even state trade 
associations. With approximately fif- 
teen hundred of the first two groups in 
the United States today, an increasing 
number are collecting current trade sta- 
tistics, investigating many phases of 
competition, delineating trading terri- 
tories, and evaluating markets. The 
breadth and the quality of this work 
have steadily increased in recent years, 
with the result that associations have 
furnished their members much descrip- 
tive and anaivtical material of imme- 
diate and lasting value on internal as 
well as external questions. 

Finally, under the heading of semi- 
private agencies, should be listed the 
Management and marketing research 
organizations which sell their services 
to all individuals and corporations alike 
which desire answers to the economic 
problems of the day. They will do 
everything from counting noses to mak- 
ing recommendations concerning the en- 
tire marketing organization oi a large 
distributing manufacturer. Since re- 
search is their stock in trade, they are 
more apt to develop techniques than is 
almost any other group. 


Public 


Among those classes of public agen- 
cies in the research field, three are 
listed: universities, foundations, and 
governments. These organizations give 
much if not all of their attention to the 
broader economic problems, usually ex- 
ternal to the operations of the indi- 
vidual firm. The most productive of 
the three are the universities, where 
individual research is carried on by the 
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teaching staffs and by the graduate stu- 
dents. In an increasing number of in- 
stances, bureaus of business research, 
such as those at Harvard, Texas, and 
Ohio State, are conducting research in 
an organized manner for the benefit of 
business in the territory or state cov- 
ered by the individual school. Here, 
better than at any other place, can 
some of the fundamental studies on eco- 
nomic geography, potential markets, 
economic facilities, transportation, and 
erelated subjects be placed under the 
microscope named research.® 

The number of foundations conduct- 
ing or encouraging research in the fields 
of business, and more particularly mar- 
keting, is increasing. National Bureau 
of Economic Research, Brookings In- 
stitution, Falk Foundation, and the 
Twentieth Century Fund, to name only 
a few, have made contributions. Only 
last fall, the Russell Sage Foundation 
published Consumer Credit and Eco- 
nomic Stability, by Rolf Nugent. 

Finally, the most voluminous source 
of marketing facts during the past ten 
years has been the Federal Government. 
The Federal Trade Commission reports, 
containing invaluable and accurate mar- 
keting data, would probably fill a 
twenty-foot book shelf. In addition to 
its best-known inquiry into the opera- 
tions and influence of chain stores, it 
has issued thorough studies on the 
bread industry, agricultural income, and 
the automobile industry, to name only 
three. Since the Commission has the 
authority to require full answers to its 
schedules and has a well-trained staff of 
accountants, statisticians, and econo- 
mists, its studies are sought after as 
authentic and revealing. Since the 
usual purpose of such a report is, how- 


3 At the present time the Sheppard-Robin- 
son bill is pending before Congress, the pur- 
pose of which is to support financially the 
study of local economic problems in state 
university bureaus of business research. 
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ever, that of uncovering monopolistic 
practices, the scope of the results may 
be limited, and the current value of its 
figures a matter of question. 

The Bureau of the Census, with its 
Census of Distribution, 1930; Census 
of American Business of 1933; Censuses 
of Business, 1935 and 1940, has accu- 
mulated the greatest mass of statistics 
on marketing available anywhere. For 
the first time, it has been possible to 
count the number of distributive outlets 
handling both goods and services, to 
add up their volume of business, com- 
pare their expenses, and learn about the 
number of employees and their salaries 
and wages. With all the data pub- 
lished during the past ten years. how- 
ever, entirely too little analytical study 
has been made and entirely too little is 
known about operating relationships, 
the facts of which are common prop- 
erty. 

The Bureau of Foreign and Domestic 
Commerce, unlike the Federal Trade 
Commission with its regulatory powers 
or the census with its facilities for 
counting every business firm in the 
country, has in the main attempted to 
do three things. The first is to bring 
together available information in such 
a form as to be useful to one or more 
business groups. Four examples may 
be cited: Market Research Sources, 
Consumer Market Data Handbook, In- 
dustrial Market Data Handbook, and 
Sources of Current Trade Statistics, one 
or more of which are on the desk of 
practically every marketing research 
man in the country. Second, the Bu- 
reau has pioneered in the callecticn of 
current trade statistics. Initiated some 
seven years ago, this source provides 
information which is now published 
monthly either by this Bureau or by the 
Bureau of the Census, on manufactur- 
ers’ and wholesalers’ sales, inventories, 
collections, and receivables. From 
chains and independent retailers alike, 
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monthly data are now available on 
sales, with an increasing amount of in- 
formation on inventories and related 
subjects. These series are supported by 
an increasing sample and are usually is- 
sued within thirty days after the close 
of the month covered. Their current 
value to business men and others is be- 
ing appreciated more and more. Third, 
the Bureau has pioneered in the fields 
of distribution cost accounting, national 
income, and consumer credit. Two 
well-known studies in the former field 
are the Louisville Grocery Survey and 
the St. Louis Drug Survey,‘ concluded 
in the twenties, and even today repre- 
senting current practices in this impor- 
tant field of research. 

These three Federal sources of mar- 
keting information are supplemented 
from time to time by the Bureau of 
Agricultural Economics, the National 
Resources Planning Board, the Bureau 
of Labor Statistics, the Bureau of Home 
Economics, the Securities and Exchange 
Commission, the Tariff Commission, 
the Interstate Commerce Commission, 
the Bureau of Internal Revenue on in- 
comes, the Temporary National Eco- 
nomic Committee, and so on, since 
practically every department, bureau, 
commission, or administration issues 
some statistics of value to those in the 
field of marketing research. 


NEEDS 


It is impossible to suggest all the 
needs in the field of marketing research. 
They can be broken down, however, 
into requirements concerning techniques 
and requirements concerning statistics. 


Techniques 


Questions of techniques can be 
grouped into five classes: selection of 
the problem to be solved, sampling, field 
work, presentation, and follow-through. 


‘Officially designated the National Drug 
Store Survey. 
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More thought needs to be given to the 
elementary question of determining 
more exactly waat the problem is and 
upon what factors it may be based. All 
too frequently, after an investigation is 
initiated, its promoters find out that the 
answers are not going to solve the prob- 
lem. More care at the outset is needed 
to secure maximum benefits. 

In recent years the question of sam- 
pling has come to the fore. Drs. Brown 
and Gallup have emphasized the value 
of a small sample, provided it is selected 
with great care and provided careful 
thought is given to each element in the 
sample which might distort the results. 
In spite of the work, sampling tech- 
niques are still quite complicated and 
difficult for the layman to apply with 
ease and assurance. 

With an economical and true sample, 
the field problems are greatly reduced. 
The techniques of asking questions and 
recording the results have also devel- 
oped rapidly during the past ten years. 
Today the psychology of the situation 
is given just as much or more attention 
than is the question of word definition. 
Field work, which is always expansive, 
can be successful only if there is a 
happy combination of experience on the 
part of the agent, a sound questionnaire 
framed for clarity, and a willing sub- 
ject. Too little has yet been done to 
secure the free expression of the inform- 
ant or in throwing out the answers of 
those who seem to be unwilling to co- 
operate. 

One technique which has lagged be- 
hind some of the others is presentation. 
No report which is handed to someone 
else to be read can be fully effective if 
it contains only text and tables; yet 
probably a majority of marketing re- 
ports today contain nothing else. 
Charts should be added, in color if pos- 
sible. Pictorial presentation should be 
made unless the reader himself is a 
highly trained research man. An un- 
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interesting report is only half read or 
not read at all. A report should begin 
with a summary of recommendations or 
conclusions, succinctly stated, tied into 
the supporting pictorialized and charted 
text. Often all the tables and technical 
explanation of procedure can be rele- 
gated to the appendix or omitted en- 
tirely. If the presentation is to be 
made orally, a series of large colored 
pictographs, bar charts, and graphs 
should be prepared, and uncovered as 
the oral statement proceeds. If the re- 
lationship between the research worker 
and the individual or firm requesting 
the work is one of full confidence, noth- 
ing further may be needed except a 
carefully stated set of conclusions or 
recommendations. 

Finally, the follow-up is too often 
ignored. No report is worth producing 
if after presentation it is filed away for 
use at some indefinite time; and such 
is the fate of many a marketing research 
report. Sometimes relationships do not 
permit or encourage any follow-up. In 
all other cases, however, additional 
time, effort, and money can be well 
spent on seeing that the recommenda- 
tions are put into effect or proved to 
be unsound. Individuals resist change, 
and yet research of any kind will be cut 
off sooner or later if it is not used and 
found of value. The biggest single 
problem of most commercial research 
organizations is that of having their 
recommendations approved but not ap- 
plied. In fact, this one point may ac- 
count for the growth of management 
firms as against marketing research 
agencies, since the former are more of- 
ten hired on a basis of putting their 
recommendations, when approved, into 
operation. There is still plenty of room 
for improvement in the techniques of 
marketing research. 


Stattstics 
The second series of needs concerns a 
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greater knowledge and use of informa- 
tion and data already available. Only 
a fraction of the studies completed in 
recent years are widely known and they 
are less widely used. This situation, 
however, is to some extent natural, since 
a majority of marketing studies made 
by or for business management are, for 
some time at least, of a confidential 
nature. Excepting these, however, too 
little use is made of data easily avail- 
able for the asking. More source books 
and handbooks are necessary, and a 
wider dissemination should be attained. 
Such will no doubt be the case as a 
greater number of trained workers enter 
the various fields of marketing research. 
Here is an opportunity for the Ameri- 
can Marketing Association and the 
American Statistical Association, and 
both groups are taking cognizance of it. 


Analysis 


Even when data are widely distrib- 
uted or available for the asking, such as 
much of the information issued by the 
Bureau of the Census, its analysis has 
come very slowly. It is a fundamental 
principle that a better job of analysis 
can be done if those who do the analyz- 
ing can also collect the material to be 
analyzed. Figures are collected for the 
purpose of analysis in the solution of 
one or more particular problems. Sta- 
tistics, therefore, always carry richer 
possibilities when they are collected by, 
or under the specifications set up by, 
the analyst. Because of the magnitude 
of such tasks as the Census of Business, 
such a procedure cannot be followed. 
One reason, however, for the hesitation 
in analyzing these data is that the Cen- 
sus does not and probably cannot give 
an intimate explanation of the eccen- 
tricities of the data which it presents. 
The solution, therefore, of this dilemma 
is to encourage the Bureau of the Cen- 
sus to assume the responsibility of anal- 
ysis for all the data which it collects, 
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realizing that such analysis will no 
doubt stimulate increasing work else- 
where at the same time. 

Another source of a mass of undi- 
gested information, particularly in the 
field of trade practices, is the N.R.A. 
files, housed in the Department of Com- 
merce Building, Washington. Trade 
practices constitute one of the most 
controversial subjects among business 
men today, but thousands of records, 
reports, and special studies packed into 
the N.R.A. files are passed over by 
almost all alike. 

The recent Consumar Expenditures 
study, conducted jointly by the Na- 
tional Resources Planning Board, the 
Bureau of Labor Statistics, and the Bu- 
reau of Home Economics, has resulted 
in a number of published reports. The 
records in Washington, however, con- 
tain much detailed data not yet made 
public. Special studies have been made 
by business men, and others could be 
made to the advaniage of all concerned. 
Furthermore, business should organize 
its interest in more consumer informa- 
tion in an effort to secure continuing 
studies of this character. Consumer 
purchases, together with consumer in- 
come, represent fields still too largely 
unexplored from an analytical basis. 


“SELECTED INFORMATION” 


The recent series of studies of the 
Securities and Exchange Commission on 
“Selected Information” reopens an op- 
portunity to analyze operating expenses 
and balance-sheet ratios over a period of 
years, by different classes of businesses. 
Such information needs to be studied 
not only from the point of view of in- 
ternal operations, but with the idea of 
comparing like and unlike industries 
and trades. Standards can be set and 
measures taken. ‘The latter type of 
study, however, demands a much higher 
degree of imaginative analysis, though it 
will produce a better quality of results. 


Tue ANNALS oF THE AMERICAN ACADEMY 


Weekly, monthly, and quarterly trade 
statistics are ncw available in larger and 
larger quantities. Census type of sta- 
tistical information is the bane oi many 
an operating official because his think- 
ing is attuned only to the short-run 
trends. An increasing volume of cur- 
rent statistical data of a high quality, 
which actually appears currently, is 
now available for analysis. Trends can 
be anticipated a little sooner; changes in 
the direction of business show them- 
selves more promptly. The relative 
changes in different markets can be seen 
more clearly. The magnitude of change 
is more apparent. Current trade statis- 
tics, more than any other recent type 
of data, are of vital value to the operat- 
ing executive today. 

In spite of the new marketing data 
produced within recent years, there are 
a number oi areas in which information 
is still lacking. When it is realized that 
study and research in the marketing 
field has moved from the specific to the 
general, it must be understood that the 
broader aspects of distribution are still 
the least known and understood. 

Starting with markets, considerable 
attention has been given to their meas- 
urement on a quantitative and quali- 
tative basis. Yet very little thought has 
been given to the more fundamental 
question of what comprises the geo- 
logical, agronomic, and geographical 
structures of particular markets. The 
Bureau of Business Research at the 
University of Texas has done some 
outstanding pioneering work in this 
field, which bears study and emulation. 
With the development of sound eco- 
nomic areas comes a realization of 
proper trading areas, based upon a 
knowledge oi the best possible use of 
the resources of the area and upon an 
appreciation of what to develop and 
what to leave alone. 

One particular feature of the market 
which marketing men, like others, have 
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carefully avoided is transportation, its 
bearing upon the location of markets 
and their growth and future prosperity. 
Freight rates, like competition between 
different modes of transportation, are 
playing an increasing role in the com- 
petitive setup. Too little is known 
about both, because of the lack of sta- 
tistical information suitable for analy- 
sis. 


FIELDS FOR EXPLORATION 


Private business has a great deal of 
information about consumers and their 
buying habits which has never been 
made available to the public. One 
phase of consumer activity, however, 
which has been passed over until very 
recently, is consumer credit. With as 
much as 50 per cent of retail sales made 
on a credit basis and a quarter of the 
credit business done on the installment 
method, much new information awaits a 
better knowledge of the character of 
this type of credit, its trends, cost, and 
effect upon other economic activities. 

Prices represent another field which 
deserves much more attention from the 
marketing researcher than is given it. 
Too little attention has been given to 
how prices are set, what factors play a 
part in price setting, whether or not 
published prices are real prices, the im- 
portance of discounts and allowances, 
and price maintenance. Prices are 
about the most dynamic element in 
marketing, and they must be accepted 
as such. Their importance can hardly 
be overrated. 

Akin to prices are distribution costs, 
because these costs aid in determining 
prices. Costs can be studied from three 
angles: total costs, costs of distributing 
one or a related group of products, and 
costs of operating one or a group of 
similar business establishments. Con- 
siderable is known about the last group; 
little or nothing about the first two. 
And yet much of our trade legislation 
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of recent years assumes a broad knowl- 
edge of costs which does not exist. 
Three recent volumes in this field 
should stimulate activity here: Does 
Distribution Cost Too Much? by the 
Twentieth Century Fund; Distribution 
Cost Accounting for Wholesaling, by 
Dr. H. F. Taggart, Bureau of Foreign 
and Domestic Commerce; and The 
Analysis and Control of Distribution 
Costs, by J. O. Heckert, Ronald Press. 

Encouraged by N.R.A., operators of 
some big and many small businesses 
have turned to legislation for protection 
from real and imagined ills. Not only 
should the resulting legislation be stud- 
ied thoroughly for its implications, but 
the underlying factors which lec busi- 
ness to turn to Congress and state legis- 
latures need to be investigated. Here 
is a field which is so new that little of 
an impartial character is known, and 
such facts as are available are in dis- 
pute. 

Finally, a field for analytical study 
in marketing which is just now coming 
to the fore is state trade barriers. The 
implications of such legislation, which 
is sufficiently important to deserve spe- 
cial attention, are not yet clear to all. 
Its effects, however, involve standards 
of living, costs of distribution, prices, 
and variety of merchandise available. 
Some of the existing laws would be 
amusing if there were not so many of 
them and if some of them were not so 
fantastic. There is no more unusual 
and interesting subject in marketing, 
for current research and analysis. 


RECOMMENDATIONS 


For a field of endeavor which is as 
young and immature as marketing, 
great strides have been taken in re- 
search and analysis in recent years. 
Taking many a cue from the natural 
sciences, research in all the social sci- 
ences has been stepped up, including 
activities in marketing. And yet in this 
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field, still dominated by private busi- 
ness in competition with itself, too much 
unnecessary secrecy still surrounds 
much research work that is done. There 
‘is something to be said for secrecy, but 
there is more to be said against it. 
New marketing facts are no more se- 
crets today than are new processes, new 

techniques, or new products. If a false 
" sense in secrecy were exchanged for a 
wider knowledge and use of the newer 
techniques and facts, all business would 
benefit, to the advantage of consum- 
ers. 

To this end, the following recom- 
mendations are made. Establish a cen- 
tral marketing research library, pre- 
sumably in New York City, with an 
endowment adequate for maximum use 
and value and with scholarships suffi- 
cient to attract for a winter or two each, 
mature and well-trained scholars who 
would make use of the facilities of the 
library to produce monographs on tech- 
niques and substance. 

Such a library would contain all pub- 
lic reports and studies and such pri- 
vate reports as would be presented to 


it. Such private studies would be made 
available to bona fide research men and 
women under terms established by the 
donors and after the lapse of time speci- 
fied by them. 

The purpose cf such a library would 
be threefold: to study and make public 
the latest and best techniques for spe- 
cific types of research; to prepare and 
publish analytical studies on subjects 
of current importance to business men 
and students alike; and to reduce dupli- 
cation of investigations in the same 
field. 

The cost of such a marketing re- 
search library would be high. It would 
take several years to accumulate an 
adequate store of material. The project 
could never be self-supporting. It 
would have to be financed at the outset 
by one or more foundations, probably 
supplemented by contributions from in- 
dustry and in the long-run supple- 
mented further by the sales of such 
publications and services as were 
deemed desirable and useful. Such a 
library would have a profound effect 
upon marketing research. 
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The Next Decade in Marketing 


By CHARLES F. PHILLIPS 


HE purpose of this article is to dis- 

cuss certain developments which 
may take place in marketing during the 
next decade. In this discussion I have 
assumed the continuance of the present 
economic and political systems. Changes 
which might be brought about by in- 
volvement of this country in a major 
war have been neglected. Because of 
space limitations it is impossible to pre- 
sent the evidence leading to the stated 
conclusions. 


THE CONSUMER MOVEMENT 


The consumer movement “consists of 
all the efforts, organized or unorganized, 
to make the consumer a wiser buyer 
and user of those products and services 
which she acquires in her capacity as a 
consumer.” 1 In view of the large num- 
ber of products which the consumer 
buys and the technical information 
needed to become a skilled buyer of 
each product, the consumer-minded 
groups are placing more emphasis on 
making buying easier rather than on 
educating the consumer to become a 
highly skilled buyer. Consequently, 
mandatory grade labeling is desired. 
Where technical difficulties stand in the 
way of an A, B, C system, informative 
labeling is demanded. Manufacturers 
are being asked to be more factual in 
their advertising. Many groups are de- 
manding a Federal department of the 
consumer, but there is a great differ- 
ence of opinion as to what this depart- 
ment should do. At one extreme are 
those persons who want it merely as a 
co-ordinating agency to look after the 
consumers’ interest; at the other ex- 
treme are people who visualize it as a 

1W. K. Gabler, Labeling the Consumer 


Movement (Washington: American Retail 
Federation, 1939), p. 14. 
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gigantic “Consumers’ Research,” hand- 
ing out “best buy” lists to the public. 

The present strength of the consumer 
movement suggests that the next decade 
will see progress in achieving some of 
its aims. While the decade may not 
see the establishment of a Federal de- 
partment of the consumer to pass out 
lists of “best buys,” more factual ad- 
vertising, more informational labeling, 
and perhaps even more required grade 
labeling seem likely. 

The retailer, because of his close con- 
tact with the consumer, is becoming 
more and more the proponent of the 
buying information desired by organ- 
ized consumers. Professor John Win- 
gate of New York University is of the 
opinion that this movement will con- 
tinue and that retailers will increasingly 
use informative labels, train their sales- 
people to give detailed information to 
the consumer, and use advertising which 
is more factual than that used today.* 
While much of the information which 
retailers pass on to their customers will 
be obtained from manufacturers, prod- 
uct testing by retailers will be increas- 
ingly used as the source of such infor- 
mation. Also, it seems that we may 
expect a continuation of tne current 
movement for large-scale ratailers to 
buy on the basis of specifications the 
exact goods which their surveys indicate 
are desired by their customers. At the 
same time, we may expect the manu- 
facturer to carry out more product 
planning from the point of view of the 
consumer. In brief, the consumer will 
not remain the “forgotten man” that 


2 Address quoted in part in Domestic Com- 
merce, May 20, 1939, p. 296. Also see Pro- 
fessor Vaile’s conclusion (in this volume) as 
to the part the retailer needs to play in aid- 
ing the consumer-buyer. 
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he was at the beginning of the last 
decade. 


CO-OPERATIVE MARKETING 


The tendency for co-operative mar- 
keting to increase in importance should 
carry over into the next decade. At 
least, this statement seems true of co- 
operative marketing carried on by farm- 
ers and middlemen, although the future 
of consumers’ co-operation is less 
clear. 

At least one-third of all farmers be- 
long to marketing co-operatives. Their 
large federated and centralized associa- 
tions enable them to control the hand- 
ling of their own products through to 
the central markets. This is but one of 
the many illustrations of integration 
which is becoming of increasing impor- 
tance in marketing. Having advan- 
tages to offer the farmer, judged by 
many as a means of reducing the 
“spread” between farmer and consumer, 
and looked upon with favor by both 
major political parties, co-operative 
marketing by farmers should continue 
to expand. 

The rapid expansion of co-operative 
purchasing of farm supplies is “prob- 
ably the outstanding current trend in 
the co-operative movement.”® In 1935 
there were over two thousand farmers’ 
co-operative purchasing associations in 
addition to twenty-four hundred mar- 
keting co-operatives which did some 
purchasing for their members. Co-op- 
erative purchasing now accounts for 18 
per cent of the total business of all 
farmer co-operatives, as against 2 per 
cent twenty-five years ago. While prac- 
tically all of the present purchases by 
co-operating farmers are of busiress or 
industrial goods rather than of consum- 
ers’ goods, there is a movement for the 
purchasing associations to handle more 


80. E. Burley, The Consumers Coopera- 
tive as a Distributive Agency (New York, 
McGraw-Hill Book Co, 1939), p. 179. 
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consumers’ goods. It seems likely that 
this movement will continue. 

Partly as a response to chain-store 
competition, in recent years there has 
been a rapid growth of co-operation 
among middlemen. Department stores 
have co-operated in their buying activi- 
ties, while smaller independent retailers, 
especially in the grocery and drug fields, 
have organized co-operative buying 
groups, have set up co-operative whole- 
sale establishments, or have been or- 
ganized by wholesalers into voluntary 
chains. 

While at frst these organizations de- 
pended largely on group buying as a 
means of meeting competition, there has 
been a definite tendency for them to of- 
fer more merchandising aid to their 
members. This movement must con- 
tinue if the voluntary and co-cperative 
chains wish to meet the price competi- 
tion of the regular chains. In view of 
this fact, it seems that we may expect 
these co-operative groups to extend 
more accounting aid to their members, 
to make increased use of supervisors, 
and to put more pressure on members 
who do not co-operate by following di- 
rections sent out by headquarters. In 
short, these organizations will, in effect, 
become more like the regular chains. 
However, this movement will be a slow 
one, as formerly independent retailers 
object to giving up any significant 
amount of their independence. Not 
much development in this direction can 
be expected in a ten-year period. 

The business of strictly consumers’ 
co-operatives has not grown so fast in 
recent yeers as seems to be indicated 
by the large amount of discussion which 
such co-operatives have caused. For 
1929 their sales were $180,000,000, or 
.37 per cent of all retail business, while 
the best estimate for 1936 places their 
sales at $183,000,000, or .4& per cent 
of all retail sales. In spite of this slow 
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growth, consumers’ co-operatives are 
much stronger today than they were in 
1929. The consumer movement has 
brought renewed interest in co-opera- 
tion. A number of fairly large and suc- 
cessful co-operative wholesale societies 
are in existence. Farmer purchasing 
associations are beginning to take an 
interest in buying consumers’ goods. 
More societies have been established in 
urban centers than ever before. Yet, 
what little evidence there is available 
suggests that the operating costs of co- 
operative stores may not be much, if 
any, lower than the costs of many com- 
parable private retailers. In view of 
this evidence, together with the inabil- 
ity of co-operatives to buy for less than 
other retailers, the intensity of retail 
competition, and the lack of consumer 
interest, nothing more than a further 
slow development may be expected in 
the next decade. 


INTEGRATED RETAILERS 


It is evident that during the 1920’s 
integrated retailers—especially the chain 
store—took over an increasing percent- 
age of the total retail business. By 
1929 the mail-order, department, and 
chain stores accounted for 30 per cent 
of all retail business. By 1933 they 
had increased their sales ratio to 35 per 
cent, but in 1935 it fell to 33 per cent. 

Does the 1933-35 fall in the sales 
ratio of the integrated retailers mean 
that at last the corner has been turned 
and that in the future we may expect 
these retailers to give ground? In gen- 
eral, the answer seems in the negative, 
although it does not follow that all 
kinds of integrated retailers will con- 
tinue to grow. Most students of mar- 
keting agree that we may expect little 
further gain in the sales ratio of the 





United States, 1933, p 87; Florence E. Parker, 
Consumers’ Cooperation tn the United States, 
1936 (Washington, Government Printing Of- 
fice, 1939), p. 6. 
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strictly mail-order business. As regards 
department stores there is more conflict 
of opinion, but the consensus seems to 
be that this type of operation will do 
well to hold its present position. 

It is concerning the chain store that 
any consensus over future trends seems 
lacking. Yet those people who are most 
optimistic as to future chain-store 
growth point out that the rate of growth 
will be slower than in the past two dec- 
ades. Other students point to the in- 
creasing efficiency of the independent 
retailer, to voluntary and co-operative 
chains, to independent supermarkets, 
and to legislative developments, and 
conclude that the chain-stcre ratio will 
decline. However, as the writer has 
pointed out elsewhere, “it does not seem 
that as yet we have the evidence to 
justify the broad conclusion that the 
chain is declining.” In fact, there is 
evidence that in 1938 the chains in- 
creased their sales ratio over what it 
was in 1935. The advantages of inte- 
gration seems so great that, unless held 
back ‘by governmental restrictions, the 
next decade should see some small in- 
crease in the chain sales ratio. 


GOVERNMENT REGULATION OF 
i MARKETING 


The past decade has seen a rapid 
growth of government regulation of 
marketing. Three phases of this regu- 
lation will be considered in the follow- 
ing paragraphs—price regulation, chain- 
store taxation, and interstate barriers. 

Recent moves to regulate price com- 
petition and to check the growth of 
chain stores arise from the same source 
—the fierce competitive struggle which 
is going on in the field of marketing. 
Middlemen belonging to high-cost chan- 
nels of distribution have sought the 
Robinson-Patman Act to raise the cost 
of merchandise to integrated marketers, 
the fair trade and unfair practices laws 
to raise their retail prices, and discrim- 
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inatory taxation to increase their op- 
erating costs. 

The writer wishes that he could pre- 
dict a forthcoming decrease in at least 
the type of regulation involved in fair 
trade laws, the majority of the unfair 
practices acts, and chain-store taxation. 
Although there are exceptions, in gen- 
eral it may be said that these laws have 
been forced through our legislatures by 
groups which, in seeking to protect their 
own investments, have shown little re- 
gard for public welfare. It is largely a 
case of particular groups becoming “ef- 
fective in politics to the degree that 
they lose effectiveness in business.” 5 
Only gradually is it being recognized 
that these price laws, although proposed 
as laws to preserve “fair” competition, 
are really laws to reduce competition. 
In fact, it is not going too far to say 
that the laws involving resale price 
maintenance are in conflict with our 
antitrust laws. While our antitrust 
laws forbid “unreasonable” horizontal 
combinations in restraint of trade, it 
is doubtful if the resale price Jaws can 
be enforced without such combinations. 
Already there is much evidence of the 
part being played by horizontal com- 
binations. Associations of retailers are 
exerting their influence to force manu- 
facturers into adopting resale price 
maintenance policies, while trade asso- 
ciation machinery has been set up to 
secure enforcement of the laws. ‘These 
laws merely continue the tendency so 
prevalent in N.R.A. days of taking 
price control from the individual firms 
and placing it in the hands of the 
group. 

Of course, there are a few bright 
spots on the horizon waich indicate that 
these regulations may not accomplish 
the complete aims of their sponsors. 
Many manufacturers have found en- 


5 Twentieth Century Fund, Does Distribu- 


tion Cost Too Muck? (New York, 1939), p. 
246. 
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forcement difficulties in their resale 
price maintenance programs. Others 
are willing to admit that they have 
found the “retailer fickle in that they 
are inclined to advertise lower-priced 
products (not price-fixed) as traffic 
builders rather than push nationally 
advertised price-fixed products.” ®© At 
the last session of Congress two acts 
were introduced which proposed the re- 
peal of the Miller-Tydings Act.” As 
regards chain-store taxation, during 
1939 nearly a hundred bills were intro- 
duced in thirty-two state legislatures, 
with but one bill passing—this one bill 
being adopted in a state where an ear- 
lier-adopted chain-tax bill had been de- 
clared unconstitutional. Two Fortune 
surveys, one conducted in 1937 and one 
in 1939, indicate that the public is 
becoming less eager to tax the chain. 
Whereas in 1937 over 50 per cent of 
the people thought that the chain should 
bear a special tax, by 1939 only 37 per 
cent held this opinion.® 

However, the dark spots look stronger 
than the bright spots. In the face of 
the strong political force which the 
chain’s opponents have mustersd, plus 
the need for revenue on the part of the 
states, it seems that the chains will do 
well to avoid additional discriminatory 
taxes, and that they may not have much 
success over the next few years in re- 
ducing the number of these tax laws. 
The price regulation outlook is still 
darker, as here we find some of the 
large integrated retailers joining hands 
with other retailers in seeking such 
laws. If the present price regulation 
does not produce the security which is 
desired by those seeking such regula- 
tion, we may even find a drive getting 


ê New York Times report on the New Eng- 
land Sales Menagement Conference, Jan. 7, 
1940, II, p. 16. 

T American Retail Federation, The Retailer 
and the Congress, Aug. 1939, p. 19. 

8 Fortune, Feb. 1939, p. 88. 
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under way to limit entrance into the 
retail field. 

Government regulation of interre- 
gional trade is moving in two directions. 
In the international field we find the 
Federal 


Government signing some 
twenty reciprocal trade agreements 
which reduce trade restrictions. In 


contrast, state and municipal govern- 
ments are placing more restrictions on 
domestic trade. The writer is as thor- 
oughly in favor of the trade-agreements 
program as he is opposed to domestic 
trade restrictions; yet, looking at the 
matter realistically, it seems that the 
next decade may see a curtailment of 
the former without any significant re- 
duction in the latter. 


Tue Cost OF MARKETING 


Can we expect the next decade to 
bring about any important reduction in 
the cost of marketing? While it seems 
to the writer that the general answer 
must be in the negative,’ it may be 
worth while to indicate some of the 
points where cost reduction is likely— 
as well as certain points where it is 
unlikely. 

Inefficiency in marketing, while not 
so important in the cost of marketing 
as many would have us believe, is pres- 
ent. It is evident in the presence of 
wholesalers and retailers who are too 
small to operate at a low cost,° and in 
the fact that many middlemen lack the 
knowledge and capacity to be efficient 
operators. While it may be said that 
the forthcoming increase in public 
school instruction in marketing will do 
something to improve the efficiency of 
the small middleman, such gains will be 
gradual, and little improvement can be 

8 The reason: in view of the marketirg task, 
the cost is not excessive. See N. H. Engle, 


“Costs and Profits in Marketing,” in this vol- 
ume. 

10p T. Cherington, “The Small Retailer: 
An Appraisal,” Harvard Business Review, 
Spring, 1939, pp. 326-30, 
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expected in the course of a single dec- 
ade. Inefficiency is also seen in the 
price policies followed by many of those 
engaged in selling goods—too many 
sellers are still following tae rule of “all 
the traffic will bear.” What is needed 
is a willingness to experiment with 
lower prices. The next decade should 
see a large amount of such experimenta- 
tion. 

Production is responsible for a con- 
siderable part of the high cost of mar- 
keting. To secure production econo- 
mies, the producer and the consumer 
have been separated. In addition, 
marketing has had to absorb part of 
the cost of production mistakes. When 
goods are produced which consumers do 
not seem to want, more money may be 
spent on marketing to convince the con- 
sumers that they do want these goods. 
As production economies still require 
the separation of producer and con- 
sumer, little cost reduction can be ex- 
pected from this source. On the other 
hand, manufacturers are engaging in 
more product planning, and this should 
result in fewer production mistakes, 

It is often pointed out that market- 
ing has not been mechanized to any 
significant degree and that mechaniza- 
tion may offer a way of reducing mar- 
keting cost. Actually, marketing has 
made use of more labor-saving devices 
than is commonly supposecd,’* but—ex- 
cept in non-selling activities—the pres- 
ent buying habits of consumers indicate 
that any rapid advance in this direction 
is not to be expected. 

It may be argued that our reliance 
on competition gives us an immediately 
higher marketing cost than might re- 
sult if competition were restrained. For 
example, costs might be reduced by 


11H B. Killough, “The Amplitude of the 
Marketing Task,” in this volume. 

12 P, D. Converse, “Labor Saving Devices in 
Marketing,” Journal of Marketing, Oct. 1939, 
pp. 150-56. 
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placing limits on competitive advertising 
and by eliminating many small retailers, 
wholesalers, and manufacturers. But 
competitive advertising and competing 
middlemen are inherent elements in a 
competitive system. If we wish to 
maintain such a system, we shall have 
to accept its costs. 

The consumer must bear some blame 
for the present cost of marketing. She 
wants many stores in order to have a 
convenient source of supply; she buys 
in small quantities; she shops from 
store to store, thus taking the time of 
many clerks; and she returns to the 
store an appreciable part of the goods 
she “purchases.” Gradually we may 
hope to convince the consumer that she 
has a part to play in reducing market- 
ing costs, but not much can be done 
within a single decade. 

Finally, we may hope that further 
integration will be a cost-reducing fac- 
tor in marketing, but—as suggested al- 
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ready—the movement toward more in- 
tegration may not be pronounced. 


CoNCLUSIONS 


From the present point of view no 
revolutionary changes in marketing 
seem likely to occur in the next decade; 
rather there should be a continuation of 
a number of present-day movements. 
The consumer movement may result in 
more aid to the consumer-buyer. Co- 
operative marketing should experience 
some gains. Integration will become 
more important throughout the whole 
field of marketing, a development which 
will lead to some further decline in the 
importance of the independent whole- 
saler and retailer. More government 
regulation is to be expected, some of 
which will reduce competition. Mar- 
keting costs will not be reduced mate- 
rially, and, as production costs may 
continue to fall, may rise relative to 
production costs. 
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Duties, ALLEN W., and HAMILTON FISH 
ÅRMSTRONG. Can America Stay Neu- 
tral? Pp. 277. New York: Harper & 
Brothers, 1939. $2.50. 


This is by all odds the best analysis 
available of the dilemma of neutrality for 
the United States in the Second World 
War. ‘The authors, already well known 
for their Can We Be Neutral? (1936), 
have here continued their analysis through 
the past four years—to the very outbreak 
of the present conflict The usefulness of 
the volume is enhanced by a selected list 
of documents and trade statistics. 

About one-third of the volume sum- 
marizes our previous experiences with neu- 
trality legislation—or the lack of it—in 
1793 and 1914. Another third deals with 
our postwar foreign policy, the new neu- 
trality policy developed between 1935 and 
1937 and its practical effect—or lack of it 
~—in China, Ethiopia, and Spain. The last 
section analyzes in detail the various “de- 
vices to keep out of war” embodied in the 
new legislation. 

The authors argue against the arms em- 
bargo, for “cash and carry,” for “trade at 
your own risk” (with safeguards against 
unfair commercial tactics on the part of 
our trade rivals), against a quota system 
on our exports, against the extension of 
loans and credits (except refunding), and 
for prohibitions on Americans’ traveling on 
belligerent vessels. They believe in a 
large measure of Executive discretion in 
the actual administration of neutrality leg- 
islation. Such questions, for instance, as 
the definition of “combat zones” into 
which American ships might be prohibited 
from sailing, is a case in point. 

The authors’ analysis is as objective as 
it is incisive. Whether or not the reader 
agrees at all points with their argument, he 
cannot fail to have his own opinions sharp- 
ened and clarified by the admirable candor 
of the discussion. The real issues are de- 
bated and the essential evidence is care- 
fully set forth. It would be useful to have 
a more thorough presentation of the his- 
torical background. It is doubtful whether 
the somewhat pessimistic view of our ef- 
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forts, 1793-1912 and 1914-1917, to avoid 
war and stay neutral are altogether justi- 
fied. Jefferson’s embargo and noninter- 
course policies were more effective than 
usually supposed. And our entry into the 
First World War in 1917 can be laid—as 
indeed the authors do lay it in part—to the 
hopeless effort to maintain intangible neu- 
tral “rights.” 

Perhaps the chief value of the book is 
just here—in the insistence of the authors 
that neutrality is a matter of policy, not 
of law. In the clash of interests between 
the neutrals and the belligerents—the one 
to trade at will, the other to restrict trade 
with the enemy—“rights” become irrel- 
evant. Only a diplomacy of avoiding as- 
sertions of right which cannot be imple- 
mented except by force will avert final 
entanglement in war itself. 

PHILLIPS BRADLEY 

Queens College 


Roperts, Leste. We Must Be Free. Pp. 
xx, 248. New York: The Macmillan 
Co., 1939. $3.25. 

Contrary to what one might expect from 
the title, this is neither a constitutional 
treatise on Canada’s place in the Empire 
nor a discussion of her desizes to become 
independent. It is concerned with the de- 
cline of liberty in the Dominion and a plea 
to maintain civil rights unabridged, even 
during this second war cf democracy 
against autocracy. The author is a “four- 
year man” who fought in Flanders Fields 
and whose passionate love of liberty has 
survived the bitter disillusionment that fol- 
lowed the first World War. 

Mr. Roberts starts with the assumption 
that the first task of lovers of democracy 
is to defeat Hitler. Indeed, he is so ear- 
nest about this that he unfortunately re- 
sorts to the hysterical phrases of World 
War days about “the Beast” and “the 
Hun,” who are “on the march again.” The 
defeat of the Nazis accomplished, the 
peace must be won for democracy. Here 
is the rub, and most of the book is devoted 
to this difficult assignmen:. Canada’s 
steady drift since 1920 toward isolation- 
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ism has ended in a wave o: patriotic emo- 
tion. Will it be possible to save civil lib- 
erties at a time when the blood pressure 
of the Canadian people is rapidly rising? 
As a true liberal, Mr. Roberts insists on a 
free press and free speech even in wartime, 
and he would amend the British North 
America Act by adding a‘specific bill of 
rights. In vigorous and often quite un- 
conventional journalistic English, he pays 
his respects to the bigotry and race ans 
tagonisms of Ontario and Quebec, the hys- 
teria of the patriotic societies, Duplessis’ 
Padlock Law and Oniario’s Bill Number 
Eight interfering with the right of free 
assembly, and makes a strong defense of 
parliamentary government and the whole 
democratic process. A 

Perhaps Mr. Roberts may be described 
as a Canadian “New Dealer.” He advo- 
cates a great national program of reforesta- 
tion, a Canadian C.C.C. and W.P.A., aid to 
agriculture, educational reforms, public 
works, social legislation, and government 
ownership of the railroads under a manage- 
ment like the Port of London Authority. 
Money, he adds, should be “an instrument 
of service, not an instrument of profit,” 
and he would end unemployment “even at 
the peril of printing new money.” He is 
especially disturbed by the decentralizing 
tendencies which have “Balkanized” Can- 
ada in recent years, and believes a revision 
of the British North America Act is neces- 
sary to make a real program of national 
planning possible. 

Like many another Canadian, Mr. Rob- 
erts treats the psychological and cultural 
vassalage of Canada to the United States, 
and suggests that the French Canadians 
stand as “our solitary bulwark against the 
inroads of American kultur.” Neverthe- 
less,, he insists that the present war is 
Uncle Sam’s war as much as Jack Ca- 
nuck’s, and that the United States should 
join the crusade against Hitler and com- 
pletely co-ordinate and syachronize its mil- 
itary program with that of Canada. As 
for the Dominion, he opposes a National 
Government and conscription, which he 
believes would end in the permanent divi- 
. sion of Canada, and he argues that Canada 
should concentrate on home defense 
against bombers and saboteurs, apparently 
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believing that Hizler’s air armada is about 
to reduce Halifax, Quebec, and Montreal 
to smoldering ashes. 

This is an honest book, however one 
may react to some of its details. Its 
strong language will stir up plenty of dis- 
agreement in Canada as well as in the 
United States. It is the work of a jour- 
nalist, not a historian, and for those fa- 
miliar with the history of Canada since 
confederation, it adds little by way of 
factual information. Its plea to stop “the 
wear and tear of erosion” on our demo- 
cratic liberties cannot be repeated too 
often in times like these when hysteria and 
bigotry are raising their ugly heads again 
in the name of democracy, and tired lib- 
erals are tempted to compromise with 
witch-hunting demagogues in the name of 
a felse patriotism. 

CARL WITTKE 

Oberlin College 


CHERNE, Leo M. Adjusting Your Busi- 
ness to War. Pp. xvi, 238. New York: 
Tax Research Institute of America, Inc., 
1939, $6.50. 

This is a semiofficial preview of coming 
totalitarianism. The author, Executive 
Secretary of the Tax Research Institute, 
an organization supplying confidential re- 
ports to business on tax matters, acknowl- 
edges his indebtedness to the Army and 
Navy Munitions Board and to the Army 
Industrial College for material and counsel. 
Louis Johnson, Assistant Secretary of War, 
in a Foreword, gives the publication offi- 
cial sanction and expresses the judgment 
that it constitutes “an important szep for- 
ward for the welfare of the business com- 
munity and, inseparably, for the further- 
ance of national defense.” 

Aside from certain introductory and di- 
gressive material, the book presents a de- 
tailed description of procurement planning, 
industrial mobilization, mobilization of 
man power, and war financing, The war- 
planners envisage complete, dictatorial 
control over ev2ry phase of economic life. 
By means of allocations, priorities, licens- 
ing, rationing, compulsory orders, price 
fixing, regimentation of labor, forced serv- 
ice of technicians and management, and 
commandeering of industrial property, it 
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is proposed to integrate the whole econ- 
omy into a national war machine. 

The organization responsible, at least in 
the initial stage, for exercising this dicta- 
torial power is the War Resources Admin- 
istration—a civilian group appointed by 
the President on his own declaration that 
an emergency exists, and responsible solely 
to him. This body is described (>. 149) 
as “a transition organization to bridge over 
entire economic control from peace to war. 
It is the most powerful arm of the Presi- 
dent for converting the industries into war 
uses. It is the meeting point of the war 
machine and industry, and can operate to 
a limited degree under existing legislative 
authority until additional legislation is se- 
cured to cover the full control powers.” 

The section on Labor, while obscure, re- 
veals the fate that awaits labor on M-day. 
Labor will be mobilized, both for the 
trenches and for industry. Skilled workers 
will be “assigned” to industry and their 
subsequent mobility restricted. The right 
to strike will be abolished. The machinery 
for collective bargaining will be scuttled, 
and wages, hours, and working conditions 
will be determined by fiat. Industry will 
be “supplied” with workers. Technical 
and white-collar workers will be “inducted 
into the service” by proclamation. The 
author does not explain what will happen 
to strikers and other dissidents, but the 
inference is clear. 

Big business, on the contrary, will fare 
better. The American Legion plan for 
mobilization of capital and the Bone plan 
for confiscation of war profits are sum- 
marily rejected. If it co-operates, business 
will be allowed to operate on a practically 
guaranteed margin of profit with govern- 
ment furnishing any extra capital required 
and underwriting the risks. Price controls 
will not infringe upon profit margins. 
Taxes will be relatively mild. Contracts 
will be available for firms manifesting the 
proper patriotic fervor. The power to 
commandeer industry will be used only 
against recalcitrant firms. 

As a realistic analysis of national de- 
fense, this book is worthless; as a blue- 
print for fascism, it has merit. The thesis 
that this country could be defended with 
a strong navy and a small but mobile 
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army, without totalitarianism, is com- 
pletely ignored. We are not told whom we 
are to fight or what we are to fight for. 
We are not told how this Leviathan, once 
established, could ever be demobilized. It 
won't be. 
Horace M. Gray 
University of Ilinois 


RENN, Lupwic. Warfare: The Relation 
of War to Society. Pp. 276. New 
York: Oxford University Press, 1939. 
$2.50. 


The author, a former German staff officer 
who made himself known by his novel on 
War, belongs to the very small group of 
professional soldiers to whom the World 
War meant a revolutionary personal ex- 
perience. Having been persecuted for his 
outspoken leftist views, he participated in, 
and finally escaped from, the Spanish Civil 
War. The present analysis, therefore, 
must be credited with sound knowledge of 
its subject matter. 

This applies in particular to Part Two, 
which deals with the practical conduct of 
warfare. Taking a broad though rather 
sweeping historical approach, the author 
explains the practices of strategy and tac- 
tics as applied to modern land and sea 
warfare. He gives due weight to the 
mounting up of the costs of positional 
combat from 1914 on—a factor likely to 
influence the entrenched warfare at the 
present Western Front as well. 

In a short Part Three on propaganda 
and military training, the author is right 
in mentioning those agitators who accom- 
panied Cromwell’s revolutionary army in 
1644. Modern war propaganda originated 
coetaneously with modern society, and po- 
litical commissaries played an important 
role in the history of the Frenca and Rus- 
sian revolutions. 

The author makes a more original con- 
tribution in his remarks on “Warfare in 
General,” where some use is made of the 
dialectic method so adaptable to the an- 
titheses of peace and war, or attack and 
defense, in the field of actual contradictory 
forces. It is unfortunate, however, that 
here he indulges in some wishful thinking. 
To put a war of annihilation between the 
fascist powers and the Soviet Union in the 
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fore, calling “the Soviet Union Germaay’s 
absolutest enemy in the sense of our the- 
ory” and top-ranking among “Germaay’s 
potential enemies,” is perhaps not the most 
test-proof kind of applied dialectics at this 
moment. (See pp. 18, 22, 47, 56-58, 87, 
184.) Maybe “Fascism wishes to destroy 
Bolshevism”; but for this, history takes 
her usual roundabouts. 

As has been indicated by the Polish 
eighteen days’ war, we should also be cau- 
tious not to exclude once for all “the false 
theory of lightning war” (p. 182). On the 
other hand, the author is quite justified in 
underscoring the import of the economic 
factor, especially of raw materials, and the 
advantages of large peacetime planning 
backed by an untampered war-potential. 
He stresses the classical position of Clause- 
witz, whose concept of “absolute war” can- 
not simply be identified with “total war- 
fare” in its present social context. 

Except for possible emotional bias, the 
author’s distinction between ‘wars of anni- 
hilation and wars of extortion’ may pass, 
and the difference he marks betweer. lim- 
ited and unlimited war aims is obviously 
justified. He is correct, of course, in 
stressing the social backgrounds of ccniflict. 
Without going into further detail, I should 
prefer io distinguish (1) external and civil 
forms of conflict, (2) socio-economic and 
political patterns of motivation, (3) rela- 
tive and absolute aims, and (4) evolution- 
ary and revolutionary ways of combat, 
leading to a new grouping and balance in 
the aftermath of conflict. 

FRIEDRICH LENZ 

Washington, D. C. 


BENSON, OLIVER. Through the Diplomatic 
Looking-Glass: Immediate Origins of 
the War in Europe. Pp. ix, 239. Nor- 
man: University of Oklahoma Press, 
1939. $2.00. 

Integrating the facts now known, and 
recognizing the speed of modern diplomatic 
moves, with the probability that the secret 
dispatches will long remain unavailable, 
this contemporary eccount of basic and in- 
cidental factors justifies itself. It warns 
against an unenlightened peace. 

After the Munich “armistice,” eppease- 
ment was tested, and a balance created. 
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Especially revealing is the perspective for 
the difficult month of March, when Prague 
never thought of appealing to the western 
powers under the Munich guarantees. Ap- 
peasement “down the drain,” hesitation 
ended when Chamberlain declared for Po- 
land (March 31). Great Britain’s blank 
check, “not primarily for Poland’s sake 
but for her own” (p. 169), was weakened 
by being pressed too vigorously at Berlin. 
Chamberlain’s method disposes of the con- 
tention that Parliament must pass upon 
all British executive alliances with for- 
eign powers. The fall of Albania extended 
the quest for allies, Balkan realignments 
appearing insignificant beside the main 
prize, alliance with Russia. Italy's com- 
promises failed; to the British and French, 
localization sounded too much like An- 
schluss; a conference, too much like Mu- 
nich. Germary’s last-minute “sixteen 
points” amounted to a retroactive ulti- 
matum. 

There are tentative conclusions as to 
responsibility for this essentially Anglo- 
German war, which no one really wanted: 
Hitler may have expected Great Britain 
and France to back down; France, now 
perforce under British influence, could gain 
nothing by fighting; Great Britain, losing 
hope that the two un-British ideologies 
might devour each other, and admitting 
quite late Danzig’s connection with other 
questions, made most of her errors before 
the immediate outbreak. 

Gaps are often filled with surmises, il- 
lustrated by the suggested list of Italo- 
German results by August 15. One must 
evaluate innumerable factors in separating 
the real from. the ostensible objects of 
official and semiofficial publications, admit- 
tedly incomplete and perhaps edited. Great 
Britain’s bluebooks, for example, do not 
clarify her exact advice to the Poles. 
Despite inevitable omissions, this study 
well performs its pioneering task. 

VERNON J. PURYEAR 

University of California 


SHOTWELL, Tames T. What Germany 
Forgot. Pp vii, 152. New York: The 
Macmillan Co., 1940 $1.50. 

“Tn all tne history of propaganda noth- 
ing outrivals the success of the German 
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effort against the Treaty of Versailles.” In 
this brief but profound book, Professor 
Shotwell challenges a commonly accepted 
myth about the Treaty of Versailles. The 
myth is that it was the Treaty of Ver- 
sailles that wrecked Germany, destroyed 
Europe, brought forth Adolf Hitler, and 
thereby caused the present conflict. Pro- 
fessor Shotwell does more than challenge 
the myth—he blasts its foundations. While 
the volume is not a defense of Versailles, 
it strikes out at wholesale denunciation of 
that much criticized but not too-often- 
studied treaty. 

In his opening chapter the author indi- 
cates that the Treaty of Versailles “cost 
the German people more than the loss of 
territory or the weight of reparations; it 
distorted and falsified their view of history 
and their judgments of other nations.” 
The treaty contained errors, but by cen- 
tering their attention on the treaty, the 
German people forgot the costs of the war. 
The war itself cost the German people 
an estimated $100,000,000,000. Professor 
Shotwell rightly contends that it was the 
cost of the war, together with the defeat 
of Germany, that wrecked that country, 
particularly after 1929. Chapters II and 
III, which treat of Germany’s World War 
economy and the Hindenburg economic 
program, clearly point to the Wehrwirt- 
schaft of Hitler’s Third Reich. A discus- 
sion of Germany’s post-World War “false 
recovery” follows, in which the author 
traces the background of Germany’s eco- 
nomic collapse. An interesting discussion 
is devoted to the German tradition of mili- 
tarism—itself a vital factor in the develop- 
ment of National Socialism. Chapter VI 
points out that while Article 231 of the 
Versailles Treaty merely intended to lay 
the legal foundations for reparations, the 
Germans deliberately read into it the as- 
sumption of war guilt. In a general analy- 
sis of Versailles (Ch. VII), Professor Shot- 
well notes that the economic sections were 
most criticized, but points out that with 
the exception of the frontier provisions, 
Versailles was fundamentally modified be- 
fore Hitler assumed power in Germany. 
Two concluding chapters deal with the 
costs of the World War and the conse- 
quences of the war. Professor Shotwell 
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rightly indicates that a world of economic 
nationalism and political anarchy—a world 
of which the United States was a part—did 
not solve its problems along rational lines. 
But that was the post-World War world— 
not Versailles. 

Few will challenge the authority with 
which Dr. Shotwell deals with his subject. 
It is a pity that his volume was not written 
years ago. It is to be hoped that it will 
command a wide circle of readers today. 
Versailles is still with us. Professor Shot- 
well’s work will help to remove it from the 
realm of myth into that of reality. 

Harry N. Howarp 

Miami University 


SPEARMAN, DIANA. Modern: Dictatorship. 
Pp. 272. New York: Columbia Uni- 
versity Press, 1939. $2.75. 


A more suitable name for Miss Spear- 
man’s dissections and diagnoses of con- 
temporary dictatorships would be “The 
Psychology of Modern Autocracy”; for 
the author explains, if not always entirely 
objectively, the seizures of power, and the 
public opinion which permitted and/or 
sanctioned the seizures, in those countries 
which are ruled today by single-man, 
single-party regimes, such as Germany, It- 
aly, Russia, but no less Turkey, Yugo- 
slavia, Portugal, Spain, and the former 
Poland. While there is much of true 
scholarship and unquestioned knowledge, 
there are statements which are easily re- 
membered per se by the noninitiated: “The 
very fact that autocracy has reappeared in 
so many countries seems to indicate that 
for some purposes and in some circum- 
stances it has certain advantages.” This 
is a doubtful contribution, a danger in the 
spirit of a compromise, toc purely aca- 
demic for general consumpticn. 

Comprehensibly arranged and presented, 
the politico-sociological attractions and de- 
ficiencies of the totalitarianized tyrannies 
file before us. One wonders, nevertheless, 
about the matter-of-factness of such state- 
ments as: “Pilsudski’s government was a 
dictatorship of the centre .. . it was the 
most liberal of all the dictatorships.” Just 
how can any form of dictatorship, no mat- 
ter how mild, be called “liberal” even when 
speaking in comparison! Dividing the of- 
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ten repetitious material into not too clearly 
subjective segments, the chapter on Au- 
thoritarian Tendencies in Democracy com- 
pels thought by its analysis of the failures 
of democracies, in so far as we can learn 
a great deal of the interpretation and 
often perversion by modem dictators of 
thoughts-of-old, such as the philosophy of 
Nietzsche. What we read here seems to 
make Nietzsche Nazi No. 1, which—with 
a further study of Nietzsche’s work—be- 
comes quite ludicrous. True, Nietzsche 
acknowledged the forces of the irrational, 
the superiority of instinct over reason and 
other faczors, which, in combination with 
the thoughts of other German “first” na- 
tionalists (the early 1800’s}, serves a Hit- 
ler well. But there is more to the failure 
of German democracy, as the author states 
in another place: “The collapse of democ- 
racy in Germany seems due rather to the 
fact that it never really took root than that 
it failed in any very definite way” And 
while we should admit to the German po- 
litical makeup the influence of Fichte, 
Hegel, Schlegel, Schleiermacher, von Stein, 
Hardenberg, Bismarck, and many others, 
we should take care not to tear a line or 
two from an opus such as Faust and make 
Goethe state “the idealistic side of Na- 
tional Socialism . . . perfectly summa- 
rized.” That is sheer nonsense! “From 
[t]his belief the ideas on education in 
Mein Kampf are clearly derived,” contin- 
ues the author. One can understand and 
indorse anti-Nazi feelings, but one cannot 
suffer the abuse of historical truths to such 
extent, To place Goethe as the father of 
Nazist education is to make Washington 
the father of Communism! 

We hear further of the problems, the 
economics, and the possible successes of 
dictatorships The concluding paragraph 
of the book shows Miss Spearman a very 
pessimistic propagandist of democracy, 
which to her offers nothing but “an oppor- 
tunity for self-control, for sacrifice, for 
moderation” Nothing else in favor of 
democracy? So we suggest that you read 
the book, aware that many fall victim to 
the pseudo-greatness of dictatorships, to 
“the joys of obedience and its rewards.” 

Boris Erica NELSON 

Brooklyn, N. Y. 
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SouvaRINE, Boris. Stalin. Pp. xiv, 690. 
New York: Alliance Book Corporation, 
1939. $3.75. 

To those who will follow the multitude 
of details and the close reasoning based 
upon a descriptive analysis of events 
through the seven hundred pages of this 
book, Stalin will no longer be “the inde- 
cipherable enigme.” They will not only 
understand the long series of seemingly in- 
consequential steps by which an unknown 
truant from a Greek Orthodox Seminary at 
Tiflis became the supreme dictator at Mos- 
cow of 160,000,000 people, but they will 
also have a basis for an impartial appraisal 
of Communism in the U. S. S. R. 

The author begins his analysis with a 
brief review of the early revolutionary ac- 
tivities of those who were later to de the 
leaders of the Soviet revolution—Stalin, 
Lenin, Trotsky, Kamenev, Zinoviev and 
others—as well as the many lesser revolu- 
tionaries who were to die without renown 
but with the firm conviction: “Our task is 
to form a clandestine group of leaders and 
to set the largest possible mass in mo- 
tion.” 

As the activities become more extensive, 
inevitable divisions spring up within the 
revolutionary groups. The relative signifi- 
cance of the work of each group and of 
each leader is shown in its relation to that 
of the others. No single thread is drawn 
out of the ever more complicated pattern, 
yet each stands out in relief against the 
larger background. 

The long struggle of Stalin for recog- 
nition, the blundering repetitiousness of 
his utterances, the uncertainty of his action 
when choice was essential, the strength of 
the Man of Iron when opposition threat- 
ened to bar his rise to power, are presented 
in an attitude of impartial appraisal. The 
struggle for finel supremacy at the death 
of Lenin and the final accession to absolute 
power even to exile and death for his life- 
long comrades are written without bitter- 
ness or recrimination. The author does 
emphasize, by fact rather than by prejudi- 
cial opinion, the degree to which Com- 
munism achieved its Marxian ideals. Lenin, 
faced with the most difficult task of the 
twenty years of party rule, frankly recog- 
nized the gap between the principles of 
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Marx and the emergency practice of Com- 
munism in the U. S, S. R., and looked to 
the time when that gap would be narrowed 
or even eliminated. Stalin acted wholly 
from the point of view of opportunism. 
While he has repeated the phrases of Lenin 
he has practiced their antithesis—dictato- 
rial Communism. 

Although the material is not documented 
by references, the reader senses the vast 
amount of historical research upon which 
this study is based. The author was the 
founder of the French Communist Party 
and a former member of the Executive 
Council of the Communist International 
He consequently knew the leaders, saw at 
firsthand their life-and-death struggle for 
supremacy, and observed the rise and fall 
of Marxism in the U.S. S. R. 

Francis J Brown 

New York University 


REIMANN, GUENTER. The Vampire Econ- 
omy. Pp. xviii, 350. New York: Van- 
guard Press, 1939. $3.00. 


Among the many books which have ap- 
peared on National Socialist Germany, this 
is the first to give a good picture of the 
trials and tribulations of private business 
men in the Third Reich. The author has 
drawn upon his own wide experience as a 
former German business man, and upon 
his many contacts with bankers, indus- 
trialists, and merchants who are still doing 
business in the Reich, for the greater part 
of his information. While this has neces- 
sitated concealing the sources of much of 
his information, the author has commenda- 
bly documented his work wherever pos- 
sible. 

Reimann demonstrates how the German 
capitalist is no longer master of his own 
business. The sanctity of private prop- 
erty, for which so many capitalists thought 
Hitler would become the guarantor, has 
been seriously impaired. The ownership 
of private property no longer carries with 
it the great political power of the previous 
days. The very authority which Thyssen 
and others like him helped to create for 
the purpose of safeguarding their own large 
holdings and power has proved to be a 
Frankenstein monster. In this connection 
Mr. Reimann shows vividly how, when the 
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safeguards of the law, civil rights, and the 
orderly processes of government are super- 
seded by a fascist dictatorship, the money 
power or the power of private property be- 
comes subservient to the absolute power 
of the party leaders. This results in a 
system of red tape and corruption in which 
the business man becomes the prey of both 
the party and the state bureaucrats. The 
rigid state control of economic life re- 
quires the business man to obtain numer- 
ous permits for raw materials and the like 
from various government agencies. To 
secure such permits involves the bribing 
of party officials and often the hiring of a 
new type of business aide. The business 
aide, or public relations counsel, has, ac- 
cording to the author, become a virtual 
necessity for any sizable business enter- 
prise. It is his peculiar function to arrange 
matters between the individual business 
man and government organizations such as 
the Labor Front and the Foreign Exchange 
Board. He must know “how far one can 
go without being caught.” 

In his chapter on the banks (Chapter 
10) Reimann demonstrates how the great 
banks have been taken over in effect by 
the Nazi government. Where previously 
the banks held the whip hand when the 
government needed financial help, now the 
situation is reversed. The greater the gov- 
ernment’s needs, the greater is the com- 
pulsion it exerts upon the banks to control 
their investment policies. The state need 
no longer have an empty treasury so long 
as the banks have individual deposits or 
other liquid assets. Similarly, the state has 
gained very complete control over the 
stock exchange. The stock exchange is but 
an imitation of its former self, because the 
state has become the chief manipulator of 
the capital market. 

The author’s discussion of Nazi inter- 
national trade policy also bears out his 
vampire analogy. The Nazi barter ma- 
chine sucks out raw materials from neigh- 
boring countries, leaving them largely 
frozen credits in the Reich. The suction, 
however, is also internal, since exports are 
heavily subsidized at a large cost. 

The Vampire Economy is written in an 
easy, popular style. According to the 
blurb, it is supposed to be a study of “do- 
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ing business under fascism”; but it is 
really a study of private business under 
German National Socielism. There is very 
little discussion of Italy. It is an impor- 
tant book, and one is left with the feeling 
that it might well be required reading for 
many of our own citizens. 
Wiriiam J. RONAN 
New York University 


Laurie, A. P. The Case for Germany. 
Pp. 179. Berlin: Internationaler Verlag, 
1939. 

SANTORO, CESARE. Hitler Germany. Pp. 
488, 1-96. Berlin: Internationaler Ver- 
lag, 1939. RM 6.75. 


Two foreign observers—one a British 
scientist, the other an Italian journalist— 
present their views of present-day Ger- 
many under Hitler. The fact that both 
volumes were published in Berlin is suff- 
cient to indicate the points of view ex- 
pressed by the authors. 

“There are two sides to every question,” 
says Dr. Laurie in his preface to the 
reader, and then proceeds to present what 
he regards to be the German side. His 
eulogistic portrayal of everything that he 
feels has been accomplished under the Hit- 
ler regime stamps his work not as an ob- 
jective, impartial study by a scientist, but 
rather as an emotional effusion of a devo- 
tee. The statement by the author that 
Hitler “learnt to hate” communism “and 
to hate the men who were exploiting the 
workmen for their own purpose” (p. 18) 
because of his intimate contact with com- 
munism as an active political force, sounds 
just a little unreal in the light of current 
events. Without at least a slight sense of 
humor, the casual readzr might even be- 
come somewhat annoyed and irritated at 
such decidedly questionable assertions as, 
for example, Hitler “regards the conquest 
of another nation as a crime against the 
national idea, and territory so acquired as 
a source of weakness to the conquering 
nation” (p. 44). 

At times the author unwittingly makes 
a remark which might be considered as 
containing an element of validity by those 
who do not view Hitlerism as symbolic of 
the true Germany. For instance, his as- 
sertion that Germany makes no threat of 
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war against any ration might be accepted 
if Hitlerism ard Germany were not taken 
to be synonymous. Moreover, the author 
may be thinking only of formally declared 
war when he eulogizes Hitler’s pacifism. 

Enough has been said to reveal the ob- 
viously propagandist nature of Dr. Laurie’s 
defense of Germany, which might be more 
appropriately entitled “The Case for Hit- 
lerism.” The treatise scarcely warrants 
serious consideration except to provide a 
profusion of illustrative materials to show 
that even alleged scholars may be mis- 
taken. 

Far more objective than the work by 
Dr. Laurie is the volume by Cesare San- 
toro. Although written in a decidedly 
sympathetic vein, it does not indulge in 
emotional tirades, but rather reveals the 
attitude of the inquisitive student who, 
keenly interested in his subject matter, 
seeks to let others share in his enthusi- 
asm. 

The author of Hstler Germany divides 
his study into two parts. The first part 
depicts the political, social, and cultural 
heritage of the Nazi regime, while the sec- 
ond part contains a description of the 
economy of the New Germany as well as 
of its culturel program. The two chapters 
in the Addendum bring the narrative down 
to the spring of 1939. 

In considerable detail and with frequent 
citations frem public utterances, decries, 
and pronouncements emanating from Nazi 
leaders, the author portrays the transitions 
in Nazi Germany from a moderately radi- 
cal reorganization movement in 1933 to 
tne extreme revolutionary program pro- 
pounded in 1938. The sequence of historic 
events leading up to the European conflict 
in 1939, as analyzed by Cesare Santoro, 
impresses the open-minded reader with the 
fact that there is another side to the Euro- 
pean debacle, even though he may not 
agree with it. 

In his enceavor to rationalize all the 
measures adopted by the Nazi regime, in- 
cluding racialism and sterilization, the au- 
thor at times becomes somewhat super- 
ficial. Moreover, he practically avoids 
treating the more unpalatable subjects such 
as the Gestapo, concentration camps, and 
the suppression of personal liberty, which 
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are also integral parts of “Hitler Ger- 
many.” But in spite of these omissions he 
believes that he has given a “true picture 
of the New Germany and of her achieve- 
ments in the most heterogeneous spheres 
of public life.” Accepting a great deal of 
what he has said as true, one cannot help 
feeling that also a great deal about Hitler 
Germany that is true has not been re- 
corded on the pages of this voluminous 
treatise. 

A distinct feature of the volume by Ce- 
sare Santoro is the pictorial supplement, de- 
picting not only the leaders of Nazi Ger- 
many but also a chronology of events from 
the founding of the Third Reich in 1933 
to the establishment of the Protectorate in 
Bohemia-Moravia in 1939. 

Kari ScHoLz 

University of Pennsylvania 


RAUSCHNING, HERMANN. The Voice of 
Destruction. Pp. viii, 295. New York: 
G. P. Putnam’s Sons, 1940. $2.75. 


If Mem Kampf can be considered the 
most successful textbook on social psychol- 
ogy of modern times, and if Rauschning’s 
The Revolution of Nihilism can be con- 
sidered the best systematic presentation 
making the efforts of Great Britain and 
France to destroy “Hitlerism” acceptable 
to us ideologically, then both works simply 
pale beside The Voice of Destruction. 
This book will be welcomed with rousing 
cheers by all who loathe Hitler for all he 
stands for and for all he has done, and 
will bring over to this “unneutral” camp 
many who are still on the fence. 

The work can be evaluated from two 
points of view: (1) from the standpoint of 
our basic emotional prejudices, and (2) 
from the standpoint of cold-blooded em- 
piricism. Let us examine the book from 
the “scientific” viewpoint first. 

Rauschning has written down the rec- 
ord, largely in quotation marks, of con- 
versations with Hitler during 1933 and 
1934. He puts Hitler’s remarks into short, 
pithy sentences, utterly unlike the wind- 
blown bombast usually recognized as Hit- 
lers style. Rauschning claims that he 
“jotted them down under the immediate 
influence of what he had heard. Much 
may be regarded as practically a verbatim 
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report.” But we question the authenticity 
of such quotations most skeptically. At 
that time Rauschning surely did not know 
that he was to “expose” Hitler, and he 
surely could not remember ai} that Hitler 
said. We suspect that about half of 
Rauschning’s quotations are his imagina- 
tion, or at best his wording of the general 
ideas that Hitler and his clique had. Sci- 
entifically speaking, therefore, Rausch- 
ning’s book creates in us a lot of suspicion 
„by its claim that it is “practically a ver- 
batim report.’ Possibly the term “prac- 
tically” comes nearer the real truth than 
“a verbatim report.” 

But from the standpoint of our human 
weaknesses, Rauschning’s work is hair- 
raising by the fact that many of Hitler’s 
ideas have come true in blood and tears. 
Hitler talked to Rauschning of colonizing 
Bohemia and Moravia with German peas- 
ants and transporting the Czechs to Rus- 
sia; they are being transported from their 
homeland now. He promised to himself 
in 1934 that he would some day begin the 
systematic depopulation of the Slav terri- 
tories to the east of Germany. The de- 
population of Poland by murder and mass 
separation is going on befcre our eyes. 
In 1934, the year of his nonaggression pact 
with Pilsudski, he propounded “It will be 
a simple matter for me to partition Po- 
land,” and hinted “I could at any time 
come to an agreement with Soviet Russia.” 
The rest of Hitler’s plans give Rausch- 
ning’s report more of its nightmarish qual- 
ity. A savage attack on Christianity—‘the 
parsons will be made to dig their own 
graves”—will follow. An elaborate plan 
for conquering all of Asia ard setting off 
a fascist revolution in the United States 
which will make German our national lan- 
guage is claimed to be all ready. After all, 
“the American is no soldier. The inferi- 
ority and decadence of this allegedly New 
World is evident in its military ineffi- 
ciency.” And so on. 

When you have finished with the whole 
book, you will not be sure whether you or 
Hitler or Rauschning belongs in an insane 
asylum. But it is also fair to admit that 
Mein Kampf and Hitler’s record teeter on 
the edge of delirium. Hence the work is 
most heartily recommended as a kind of 
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reading with which your local library’s 
murder stories can offer no competition. 
Josera S. Roucex 
Hofstra College 


ANGELL, Norman. For What Do We 
Fight? Pp. 327. New York: Harper 
& Brothers, 1939. $2.50. 

Wars, as a form of conflict, one of the 
fundamental sociological processes of in- 
teraction, always get entangled in argu- 


ments over the ethics of “moral,” “legal,” | 


“inhuman,” “humanitarian” tactics of con- 
ducting the warfare, and tend to be ended, 
legally and ideologically, on the basis of 
issues which are different from those which 
ignited the spark at the beginning of the 
fight. We are now in the midst of accusa- 
tions that both sides are violating the es- 
tablished principles of that fictional “inter- 
national lew,” and we are also beginning 
to be bombarded by the ideological claims 
of both opposing camps that their power 
politics is only an exercise of pure moral 
suasion; that the real issue of World War 
TI is not another round in power politics, 
but that it is based on the relation of their 
national interests to the universal values 
which transcend their national interests. 

This ideological pretense is the core of 
Angell’s thesis. He tells us: “The princi- 
ple on behalf of which Britain and France 
have declared war is in truth the funda- 
mental principle of all organized society 
and of orderly civilization” (p. 1). Angell 
is clever enough to admit that this princi- 
ple has not been “heretofore applied to 
international life. nor one which has been 
applied in the foreign policy of Britain and 
France since the last war, a fact which, 
more than any other, accounts for our 
present peril.” Thus, Angell concludes 
wistfully, “one of our major difficulties 
will be to persuade the enemy people and 
the neutrals that this time we mean what 
we say when we speak of fighting for prin- 
ciples of security and equality of right as 
important to the world as a whole as to 
ourselves” (p. 315). 

Since Americens have always been en- 
ticed by the possibility of applying the 
American system of federalism to the ever 
warring European states unchecked by any 
federal authority, Angell promises that 
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London is “prepared for the unification of 
the West, . . . ready for the Federal idea, 
which would tend to convince the world— 
neutral and enemy peoples alike—of the 
reality of our professions about a new in- 
ternational system” (pp. 315-16). 

Obviously thrown together in a great 
hurry, quite verbose, and permeated with 
numerous lengthy quotations from Angell’s 
former publications and the works of oth- 
ers, Angell’s siren song is unconvincing. 
Just like all fictions of recent years sav- 
ing nothing else but the whole world from 
this or that, Angell’s promises are neces- 
sarily extremely vague, in such terms as: 
“We cannot, end ought not to state our 
peace terms in tke sense of indicating what 
the future frontiers of (say) Poland, or 
Czecho-Slovakia, or the future relationship 
of Austria to the Reich are to be” (p. 4). 
Thus the phrase “Federal Union” in An- 
gell’s discourse becomes another magic in- 
cantation, a mystic formula which is just 
as meaningless as the old phrase about 
“collective security” and the “Covenant of 
the League of Nations.” Angell fails to 
note that former federations were founded 
on blood and iron (remember that the 
United States is still the United States be- 
cause of the “Gone with the Wind” period 
of our history and because Sherman’s 
march to the sea made anti-federal at- 
tempts a definite hell for the South). An- 
gell also fails to see that such federations 
always tend to become belligerent groups 
in themselves, end dismisses numberless 
other concrete cifficulties as “mere matters 
of detail.” For instance, what about the 
economic aspects of the trade of England 
with the moneyless peasants of the Bal- 
kans? Will England be willing practically 
to give her goods away to the Balkans for 
the sake of such a union? She will, of 
course, support such a union if she can 
run it for the sake of England (ideologi- 
cally, of course, “for the sake of the 
world”) and if she can hide the old army 
game of power politics under another ideo- 
logical pretense. 

No, Angell’s thesis is more than weak. 
In fact, it is but another presentation of 
England’s present case based on another 
variation of universality of the kind that 
Hitler gave us by informing us until re- 
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cently that Germany was fighting not only 
for her own existence but to preserve the 
world from bolshevism. 

One also must wonder why this sudden 
interest of England in “saving the world 
from... ”! If it is democracy that Eng- 
land is savitig, we ought to remember that 
Chamberlain did not mind scuttling the 
democratic cause in Spain, and that he 
handed Czechoslovakia over to the Nazi 
wolf over the Sudeten mountains. In 
short, we regret to report that Angell’s 
tune might appeal to many well-meaning 
Americans so anxious to make this World 
War I another “war to end war”; but, in 
the reviewer’s honest opinion, Angell’s case 
is only another ideological balloon. 

JosErH S. Roucek 

Hofstra College 


Maciver, R. M. Leviathan and the Peo- 
ple. Pp. ix, 182. University: Louisiana 
State University Press, 1939. $2.00. 
Amidst the deluge of mediocre, half- 

baked, and positively trashy books on the 

subject of totalitarianism and democracy, 
it is a great pleasure to welcome this 
golden little book by a first-rate scholar 
and thinker. The gist of Professor Mac- 
Iver’s argument will be found on pages 63 
to 97, entitled “The Genius of Democ- 
racy,” in which he limns the essential con- 
trast between totalitarianism and democ- 
racy. He makes crystal clear a distinction 
which I have found that university stu- 
dents generally fail to make, and which 
requires hard labor to get them to see: 
namely, the distinction between “commu- 
nity” or “society,” whether in the form of 
the state or other organized group, and 
“government.” He points out that govern- 
ment is a changing structure, an instru- 
ment of organized society which must be 
changed frequently in order to be an ade- 
quate instrument of social purposes; 
whereas the social group, whether state, 
city, clan, or even family, is the deep- 
going, much-ramifying whole of traditions, 
dispositional attitudes of feeling, beliefs, 
valuations, interests, and purposes, which 
constitute a living social whole of which 
individuals are always members. In con- 
trast with the totalitarian state, (1) de- 
mocracy puts into effect the distinction 
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between the state and the community, 
and (2) democracy depends on the free 
operation of conflicting opinions. Hence 
the democratic state necessarily involves 
the party system. Where only one party 
is permitted there is no “party,” and hence 
to talk of democracy in their states, as do 
Hitler, Mussolini, and Stalin is hypocriti- 
cal “bunk”—a sheer false front. Two of 
the ominous features of the attitudes of 
American youth today are indifference or 
skepticism as to the value of politics, and 
the very failure to make the distinction 
just stated. It is plain that in these re- 
spects we teachers have failed in the job 
of political education. As MacIver points 
out, the totalitarian state explicity denies 
the distinction between the state and the 
community, and abolishes all freedom of 
discussion. Herein is its very quintessence. 
Suppress freedom of criticism and the 
clash of opinion, then democracy and indi- 
vidual personality are thereby destroyed 
together. This is indeed the root of the 
whole matter. As MacIver says: “A dic- 
tatorship may rest on a majozity will, but 
if so it prevents all minority wills from 
attaining expression. Hence it is not the 
number who support a government that 
determines whether the state is a democ- 
racy or a dictatorship. Quite possibly a 
greater proportion of the citizens support 
or have supported the Nazi or the Soviet 
government than in this country favors the 
present administration at Washington.” 
With respect to the economic order, 
Maclver wisely says that “democracy is 
where you find it and it is most where you 
find most of it.” It is found in associa- 
tion with the socially aristocratic tradi- 
tion of England, the bourgeois-familial 
organization of France, or ‘he wealth- 
stratification of the United States. Ab- 
solute equality, he rightly insists, is a most 
dangerous mirage. Individual differences 
cannot be suppressed except by authori- 
tarian power. And, one may add, in the 
totalitarian states the differences of power 
and status that arise are far more crucial, 
more ruthless and destructive of personal- 
ity, than any social differences in demo- 
cratic states. The Russians have a saying 
that Bolshevism abolished the three old 
social classes and established seventeen 
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new ones. Gangsterdom has class distinc- 
tions, and totalitarianism 1s political gang- 
sterism raised to the sth power, whether 
it calls itself Nazism, Fascism, or Commu- 
nism. I have seen them all in operation. 

MacIver is not blind to the great dan- 
gers in the failure of our democracy to 
mitigate the gross economic inequalities, 
esp cially unemployment and insufficient 
subsistence. He points out that it was pri- 
marily because of economic insufficiency 
and insecurity that the dictatorships rose 
to power. And they did -emporarily solve 
the problems. Their cures are worse than 
the disease, because the medicine used has 
produced the diseases of insane militaristic- 
nationalistic autarchism with total aboli- 
tion of freedom. He says pungently: “If 
the people lack bread they will not accept 
stones—they will throw them instead. 
Here is where intelligent economic plan- 
ning is necessary... . It is a purely tech- 
nical problem.” (Hear! Hear! Would 
that our masters of finance and industry 
might listen in humility and searching of 
spirit to such as MacIver! Many of them 
still gaze so fixedly at the nearby trees 
that they never see the woods in which 
they are lost.) Here, says MacIver, is the 
greatest challenge to our economic intelli- 
gence and constructive statesmanship. He 
says that he does not know what “eco- 
nomic democracy” means. He does know 
the meaning of economic equality, and re- 
gards it as literally impossible of full real- 
ization, especially in a democracy. Again, 
I agree. I ask the champions of literal 
equality this question: My salary is a very 
modest one, but what sort of professor 
would I be if my income were the same 
as that of the garbage man? The whole 
brood of prolific equalitarians, from Shaw 
to Laski, have not faced this problem. 

In Part II, “Commentary,” Mr. Mac- 
Iver has a large number of compact and 
penetrative critical comments on the sim- 
plistic interpretations of totalitarian move- 
ments by doctrinaires and sophisticates, 
such as Brady, Strachey, Schuman, and 
Lasswell, and on the fallacies of Marx, 
Spengler, ef al. He concludes with some 
very judicious comments “On Certzin As- 
pects o Democracy.” In the latter chap- 
ter, among other good things, he neatly 


THE ANNALS OF THE AMERICAN ACADEMY 


puts such different “sophisticates” as Thur- 
man Arnold, Walter Lippmann, George 
Santayana, and the absolutists who confuse 
community and state, in their places as 
fallacy-mongers in regard to democracy, 
economic planning, and so forth. I wish 
I had space to emphasize these. One in 
particular is a home thrust at a basic fal- 
lacy book which has had wide hearing— 
Arnold’s Folklore of Capitalism. Mr. 
Arnold, claiming to be realistic, is most 
unrealistic in saying that looking at de- 
mecracy as political fact, we are not con- 
cerned with questions of value. Mr. Mac- 
Iver says truly: “All institutions are 
value-systems and have neither meaning 
nor existence apart from the functions 
they serve.” There is no more erroneous 
pseudo-science than the thesis that social 
and political systems or beliefs can be con- 
sidered without reference to values. 

I have not written in detail of the brief 
but brilliant characterization in Part I of 
“The Genius of Dictatorship.” It ends 
with a delicious depiction of the recipe for 
concocting the Nazi cloudland of romantic, 
turgid, mouta-filling, voluminous, mystical 
trash about the Volkseele, Volkheti, und so 
weiter. I have chuckled over this, since, 
being a philosopher, I have waded through 
a considerable swamp of this Teutonic 
Schwérmerei, this insane hell’s brew, as I 
must in all seriousness now call it. 

I have seen 20 other recent book on this 
matter that contains so much wisdom 
packed in so small a space and so well ex- 
pressed as this one. Read it, whether you 
are a bemused layman or a professor 
learned in social philosophy. 

J. A. LEICHTON 

Ohio State University 


MerriaM, CHARLES E. Prologue to Poli- 
tics Pp. ix, 118. Chicago: University 
of Chicago Press, 1939. $1.50. 

This slight volume probes deep and wide. 
A chip from « larger study of “systematic 
politics” on which Professor Merriam is 
engaged, this Prologue to Politics is an ab- 
breviated and perhaps more precise state- 
ment of the hypotheses set forth in The 
New Democracy and the New Despotism., 
And there is here, too, a forwarding of the 
argument into new fields of inquiry. 
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The discussion of “the organization of 
violence, and of consent” examines some 
of the practical implications of these two 
alternative modes of governance. The first 
area is framed in terms of the relations be- 
tween civilian authority and the various 
agencies of enforcing order, particularly 
the military. Here Professor Merriam 
finds that little or no systematic analysis 
has yet been devoted to the immediate re- 
lations of administrators, civilian and mili- 
tary, nor is there much available examina- 
tion of the relations of the latter to the 
wider economic and political structures 
within which they operate and the objec- 
tives which they are supposed to serve. 

Obviously, there is need of clearer un- 
derstanding of such problems as these if 
“the organization of consent” is to be ef- 
fective toward the achievement of some 
emergent criteria of “the ideal state.” In 
the area of consent Professor Merriam 
suggests ten aspects of the problem, legis- 
lative, administrative, and political, in 
which more intensive analysis is essential. 
“For consent is not a fixed master-plan but 
a continuing process. It is an idea, not a 
mechanism; an attitude, not a law.” Thus, 
however efficiently we may have resolved 
the legislative process in terms of crgani- 
zation and procedure, whatever progress 
we have made toward an improved ad- 
ministrative order, the problems in these 
and other areas are not static. New con- 
ditions, technological and scientific, de- 
mand the revision of accepted and the 
improvisation of new formulas of social 
action in the political sphere as elsewhere. 

Why? Because the search of man for 
an approximation of his ideal state is con- 
tinuing, despite the setbacks of war and 
other social disorders. Professor Merriam 
seeks to interpret the search in identifiable 
and verifiable terms of organization—and 
of purpose. He sets out on no flights of 
utopian imagination. Rather, he presents 
the framework of the ideal state well 
within currently accepted values—individ- 
ual and corporate. It must be left to the 
reader to appraise their utility and their 
attainability. 

In a final chapter Professor Merriam 
discusses “the task of politics’—as the 
basic and persistent function of organizing 
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the commonweal, and as a set of immediate 
and practical tasks for today. Eere, as 
throughout this little essay in political 
pragmatics, he illuminates contemporary is- 
sues by the white light of philosophical 
idealism. Few books of far larger propor- 
tion so challenge the imagination, and the 
will, of expert and layman alike. Here is 
one of the more trenchant specifications in 
our time for a blueprint of the task—and 
the opportunity—of a reoriented end re- 
generative political society. 
PHILLIPS BRADLEY 
“Queens College 


Fuer, Louis. Crusaders for Atserican 
Liberahsm. Pp. viii, 422. New York: 
Harcourt, Brace and Co, 1939. $3.50. 


America has a tradition of revolt. The 
politics of protest have been among the 
most interesting and dynamic phenomena 
of our national life. The energizing force 
of these movements has come out of the 
failure of the social system to satisfy the 
needs of the people. The history of the 
United States is strewn with the wreckage 
of reformist movements. This has been 
the fault as much of the protestors as of 
the strength of the opposition. Skirmishes 
of the advance guard have been confused 
with the real battle. Hence, reformists 
have withdrawn from the field elated with 
success, only to find themselves over- 
whelmed by the forces of vested interests. 
The energy of protesting movements is 
dissipated in exposing corruption in public 
office or in private business. The moral 
fervor generated in the heat of the struggle 
beclouds the fundamental issue out-of 
which the movement began. The exposé 
becomes an end within itself. 

The muckrakers, that schoo] of pzotest 
that contributed to the general and specific 
discomfiture of the élite of industrial poli- 
tics in the two decades before 1914, are 
part and parcel of this tradition. It is 
distinguished from other middle-class pro- 
tests in that it was composed of brilliant 
critics—novelists, sociologists, historians, 
economists—exercising a new medium of 
exposure. It was no isolated phenomenon 
bursting “suddenly, unexpectedly, upon the 
American scene” (p. 1), except in the very 
narrow sense of the mushroom growth of 
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magazines such as McClures, Everybody's, 
Cosmopolitan, and Leslie’s, that boomed to 
popularity on the wave of public indigna- 
tion. The nineties alone produced almost 
fifty utopian romances. The eighties had 
Henry George, Thorstein Veblen, and 
Henry Demarest Lloyd. These earlier 
writings were more philosophical and dealt 
with general economic and social problems 
less spectacularly, consequently attracting 
a smaller audience. The muckrakers, who 
builded cn this period and laid the basis 
for the New Freedom, attacked specific 
grievances which, though more effective in 
terms of widespread interest, were more 
superficial. 

The muckrakers—among others, David 
Graham Phillips, Upton Sinclair, Ida Tar- 
bell, S. S. McClure, Lincoln Steffens, and 
Tom Lawson—were not the cause of this 
awakening. Rather, they were the result 
of a chain of economic and social relation- 
ships being welded for Łalf a century be- 
fore 1900. They secured an audience be- 
cause they were revealing that which the 
public had felt for many years. The 
muckrakers articulated the most recent 
disillusionment of the middle class in its 
quest for social juscice. This, Mr. Filler 
fails to reveal. The milieu in which they 
moved and worked is Jacking. 

But with all this, Mr. Filler has given us 
a lucid, authoritative work on the muck- 
rakers who shouldered the task of saving 
political and economic democracy. They 
believed the system worth saving, and de- 
voted their efforts toward attaining that 
“Promise of American Life.” But they 
“usually made anxious efforts to show that 
their indictment went so far and no fur- 
ther” (p. 255). 
surprising that they were absorbed in the 
war and “quietly retired” when it was over. 
The muckraking era was ended, but the 
politics of protest continued. 

Ray F. Harvey 

New York University 


Bent, Smas. Newspaper Crusaders: A 
Neglected Story. Pp. xiii, 313. New 
York: McGraw-Hill Book Co., 1939. 
$3.00. 

This book is reasonably good popular 
writing on a subject that, as the subtitle 
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indicates, has nct been so systematically 
treated in the literature of American jour- 
nalism as its importance would seem to 
warrant. Mr. Bent in his earlier writing, 
notably Ballyhoo, made for himself a repu- 
tation as one of the most cogent critics of 
the newspapers of this country. In the 
present volume, while still critical, his em- 
phasis shifts to a consideration of the im- 
portant role American newspapers have 
played as champions of reform and pro- 
tagonists of social betterment and welfare. 
In Mr. Bent’s opinion the crusading func- 
tion of the newspapers is no less important 
than the functions of spreading informa- 
tion and expressing opinion. In fact, the 
right to crusade constitutes, in his judg- 
ment, one of the best arguments for free- 
dom of the press, for crusading implies a 
willingness to fight and “to content zeal- 
ously against any evil, or on behalf of any 
reform.” In a country where newspapers 
can crusade and do so, there can be liberty. 

The point of view developed by the 
author is more important than the actual 
materials he assembles. Most of these ap- 
pear to be drawn from secondary sources. 
They do, however, demonstrate that editors 
and publishers have waged many a bril- 
liant campaign, and that not all crusading 
can be explained by a self-interest argu- 
ment. There are impressive instances in 
which newspapers have gone down fighting, 
or have suffered severe financial strain 
while conducting a crusade against some 
assumed wrong. 

The bulk of the book consists of sum- 
maries of outstanding newspaper crusades. 
Three chapters are built around the strik- 
ing personalities of Pulitzer, Hearst, and 
Scripps. Another centers on colonial cru- 
saders. Others are focused on topics, such’ 
as slavery, the Ku Klux Klan, political cor- 
tuption, safety, and social reform. There 
is no intention to include all crusades, al- 
though the basis of selection is not always 
clear. In spite of sketchy treatment, the 
impression does build up that leads the 
reader to accept the author’s conclusions, 
“that more than nine tenths of the crusades 
undertaken by newspapers bear fruit,” and 
that newspaper crusading is a normal and 
primary newspaper function. Yet the book 
never gets to a fundamental analysis of 
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crusading as a process; there is no syste- 
matic treatment of the negative cases; 
there is no consideration of the deep roots 
that nourish the crusading spirit. The de- 
finitive study is yet to be written. 
Marcom M. WILLEY 
University of Minnesota 


Ernst, Mores L., and ALEXANDER 
Linney. The Censor Marches On. Pp. 
ix, 346. New York: Doubleday, Doran 
& Co., 1940. $2.50. 


The censorship issue has the liberals 
licked. Those of another political com- 
plexion, who are not squeamish about the 
authority of a church or a party and the 
exercise of coercive power by a state, may 
have all the answers; the liberal has not. 
At least if he has a defensible statement of 
his position, we have not seen it. 

Mr. Ernst and his associate, well-known 
defenders of obscenity cases, profess to be- 
lieve that prosecution of charges in these 
cases is usually a screen for politics and 
economics, which is patently false, as any 
student of the mores knows. They show a 
tendency when cornered to appeal from 
the jury to the police and from the judge 
to the public, which is certainly disingenu- 
ous, for one cannot imagine their being 
long satisfied with the judgments of these 
notoriously ill-equipped bodies. When they 
appeal to their (hand-picked) literary ex- 
perts, we get nothing more constructive 
than a plea to regard the whole work 
rather than the word on the page, endless 
references to the book of Genesis, and 
a general whitewashing which would ap- 
pear to demonstrate that Messrs. Joyce, 
Schnitzler, Caldwell, and Farrell have no 
interest in sex! The authors, in other 
words, are entertainingly successful in 
showing up the inconsistencies in the prac- 
tice of censorship, without arriving at a 
logical position or even an understanding 
of the social processes involved in the for- 
mation of sex mores and their enforcement 
in the field of art and communication. 

If you are irked by the censored prod- 
ucts offered you on the screen and the air, 
and could do with a little more Boccaccio 
and a little less Breen in your entertain- 
ment, you will be sympathetic with Mr. 
Ernst’s wide-ranging attack upon the Puri- 
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tan forces, and not annoyed by his meth- 
ods or his repetitions. If you are seriously 
interested in the problem of censorship, 
you will regard this book as an exhibit, and 
be most grateful for its reproduction of 
some fifty pages of court decisions and 
codes. 

If the foregoing remarks have been 
somewhat less than fair, let this review 
close with some of the authors’ own most 
forcible words: 

“The trouble with the [motion picture] 
code is the trouble with obscenity statutes. 
Its mandates are shot through with gen- 
eralities; its social policy is one of hypoc- 
risy and hush-hush; its criteria are predi- 
cated on the susceptibility of morons; its 
effect is one of forcible suppression; it 
lends itself readily to abuse; and above all, 
it creates a viciously false picture of life.” 

“For the producers, the censor’s cuts 
have meant added expense for retakes; 
their pictures have often been robbed of 
point. They have been induced to play 
safe, to shun controversial subjects, to gloss 
over the unpleasant truth, to grind out an 
endless stream of vapid, spineless, moronic 
stuff, . . . and always a falsification of 
life.” 

W. Rex CrawForp 

University of Pennsylvania 


FrrepricH, Cart J., and Epwarp S. 
Mason (Eds.). Public Policy. Pp. xiii, 
391. Cambridge, Mass.: Harvard Uni- 
versity Press, 1940. $3.50. 


Public Policy is the first of a projected 
series of annual volumes to be issued under 
the auspices of the Harvard Graduate 
School of Public Administration. This in- 
itial volume is composed of studies con- 
cluded at Harvard, but the editors express 
the hope that future editions will include 
papers from scholars elsewhere as well. 

In a brief review it is difficult to evalu- 
ate properly a collection of independent 
studies of this sort. While there is no 
main theme around which the studies have 
been organized, the majority are concerned 
with public policy in relation to industrial 
organization and control. Edward Mason’s 
contribution, “Price Policies and Full Em- 
ployment,” presents an analysis of the ef- 
fects of nonfree competition pricing upon 
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industrial efficiency, employment, and re- 
covery. He points out that, although vari- 
ous pricing practices may be prima facie 
evidence of antitrust law violation, this 
does not necessarily mean that their effect 
upon the economy itself is harmful. 
Mason concludes that these pricing tech- 
niques ought to be further examined for 
their actual effects, and new standards of 
judgment evolved. 

Donald Wallace’s article, “Industrial 
Markets and Public Policy,” raises numer- 
ous questions concerning the relationship 
of the size of industrial organizations to 
technological efficiency. He analyzes re- 
cent works of Burns, Means, Simon, Eze- 
kiel, Nourse and Drury, and Hamilton on 
the best policy to be pursued against 
monopoly power Like Professor Mason, 
he questions the validity of assuming on 
the basis of existing information that mo- 
nopoly per se is responsible for so many 
economic ailments. He emphasizes our 
lack of information and failure to study 
possible alternative types of governmental 
action, as prime factors which prevent a 
comprehensive public program for indus- 
trial regulation. A. H. Feller’s “Public 
Policy of Industrial Control” states a brief 
but effective case for the application of 
varying techniques of monopoly control to 
different industrial situations. 

Other studies include a comparison of 
bituminous coal pricing methods by John 
Miller, a study of British budgetary policy 
in the last ten years by George Jaszi, and 
Griffith Johnson’s article on government 
trust funds and monetary policy. Robert 
Frase offers a brief history of free public 
employment offices in Great Britain and 
Germany, with an incisive analysis of the 
benefits and the possible dangers of estab- 
lishing similar offices in the United States. 
Articles on the more general aspects of ad- 
ministrative policy are offered by Carl 
Friedrich and Frederick Watkins. 

Of special interest to the reviewer is 
Lewis Sims’s article on “Social Scientists 
in the Federal Service.” Sims confirms a 
lurking suspicion of many of us that for 
the Federal service, social scientists should 
have broad training in both economics and 
political science, a working knowledge of 
statistics and accounting, and a Ph.D. de- 
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gree. The excellence of the studies in this 
volume attests the soundness of such pro- 
cedure. 
WILLIAM J. RONAN 
New York University 


GROBBEN, MARGARET. Industrial Banking 
—A Phase of Consumer Credit. Pp. ix, 
116. New York: Consumer Credit In- 
stitute of America, Inc., 1940. 


This hundred-page document does a 
rather good job of giving a bird’s-eye view 
of the institution of industrial banking. It 
comes far from being a searching analysis, 
but rather tells what industrial banking is, 
how it operates, and what some of its 
problems are. 

An immediate conception of the scope of 
the book is afforded the surveyor by the 
appropriately selected chapter headings: 
Industrial Banks and the Consumer; The 
Operating System; Plan and Scope of In- 
dustrial Banking; Rates and Charges; Com- 
petition; Fines and Refunds; Common 
Misconceptions of the Business; The Con- 
sumer’s Range of Choice; the Borrower's 
Contract; Legality of Personal Loan De- 
partments [of commercial banks]; Indus- 
trial Bank Laws [by states]; and Conclu- 
sion. In addition, there is a bibliography 
of recent works on industrial banking, per- 
sonal loan departments, and consumer 
financing in general, 

The author makes no attempt to go into 
the technicalities of various phases of in- 
dustrial bankmg. Nor does she peer 
deeply into the economics of the system 
through such cuestions as the effect of the 
system on the flow of capital or its turn- 
over. Rather the objective appears to be 
a simple explanation of the purpose of in- 
dustrial banking, its importance to the con- 
sumer, why its rates are not generally un- 
derstood by tke average man, anc why the 
profits of the business are not so great as 
most people might suppose them to be. 

Admitting, as nearly all business men 
know, that discount of 6 per cent plus a 
service charge of 2 per cent on a monthly 
amortizing loan repayable in full in one 
year amounts roughly to an effective rate 
cf 16 per cent, the author illustrates that 
in the average industrial bank in 1938 the 
operating income was about 9 per cent of 
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business done or about 12 per cent of total 
assets, and that net profit, after taxes and 
“other charges,” was 2.84 per cent of busi- 
ness done and 3.69 per cent of total assets. 

No statement is made to indicate what 
the net profit was as a percentage of capi- 
tal involved. By combining two of the 
author’s tables, however, the curious reader 
might conclude that net profit on the 
equity capital funds was somewhere in the 
neighborhood of 5 per cent and that net 
profit on common stock only was probably 
in the vicinity of 10 per cent. The tables 
used by the reviewer to obtain these ap- 
proximations are not entirely comparable, 
but they may reasonably serve as a basis 
for at least rough calculation. 

Some question may be raised as to why, 
after charges amounting to an effective rate 
of about 16 per cent, net profit is less than 
3 per cent of business done. The reason, 
as pointed out by the author, is that the 
cost of doing business is high. Unlike com- 
mercial or “wholesale” credit, the loans of 
most industrial banks are to consumers; 
are in relatively small amounts (average 
loan in 1936, $168); and are paid, in most 
cases, in either twelve monthly or fifty 
weekly installments. And every payment 
requires as much bookkeeping and clerical 
attention as the payment of a $5,000 loan 
in a commercial bank. In addition, delin- 
quency, with its attendant labors, is much 
higher in industrial banks than in commer- 
cial banks. 

For industrial banking, competition lies 
in many directions. Chief competitors are 
doubtless the small-loan or “personal fi- 
nance” companies, the credit unions, and 
the personal loan departments of some 
commercial banks. Less direct competitors 
exist in merchants who themselves carry 
the consumer, in life insurance companies 
(policy loans), and, in very small degree, 
in pawn shops. 

The author appears not to be concerned 
over competition from any of these sources 
except the personal loan departments of 
commercial banks. Claiming that commer- 
cial banks are performing consumer-loan 
services below cost, the author warns com- 
mercial bankers that they may be main- 
taining personal loan departments on a 
profitless basis. Cost accounting is not 
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widely practiced in commercial banks. 
Many commercial bankers, the author con- 
tends, fail to recognize the importance of 
costs in their personal loan departments, 
and their only concern is tha: the bank as 
a whole make a profit. 

“Acting upon this mistaken notion, there 
are bankers who, as yet, are doing tusiness 
on terms which raise problems for their 
older, more experienced, competitors. If 
they can hold out long enougk, such tactics 
may even destroy small loan services in 
their communities. For the sake of those 
who use and appreciate consumer credit, it 
is a consoling fact that economic law is 
final, even though the road toward ultimate 
decision may be rather too drastic for the 
public comfort. In time, ary institution 
which cffers its services below cos: must 
deplete its capital and destroy its own 
usefulness.” 

Nevertheless, in the opinion of the 
author, “it seems certain . . . that there 
will be no retreat from the ground elready 
gained. The business ... has no: only 
filled the purpose for which it was estab- 
lished, but has expanded in many direc- 
tions. There appears to be no doubt that 
the consumer Joan in general and the in- 
dustrial bank in particular have come to 
stay.” 

Indications, the author concludes, point 
to two possible trends as between industrial 
banks and personal loan department of 
commercial banks. Industrial banks may 
expand into commercial banking lines, thus 
retaliatirg upon commercial bankers, In 
this case, “there will be as great a variety 
of prices for individual credit in a single 
instituticn, as there now exists in the prices 
for rugs in a single furniture store.” 

The cther possibility is that personal 
loan departments may choose to restrict 
their business to that type of consumer 
loans which they can more readily handle. 
In the latter case, commercial bankers will 
go only into the upper crust of consumer 
loans, and industrial bankers may delve 
more deeply into the lower portion. Miss 
Grobben does not say whether or not such 
a development would mean an invasion by 
industrial banks into the field generally 
claimed by personal finance companies. 

“In any case,” the author states, “it is 
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not reasonable to believe that the volume 
of business handled can do anything but 
expand. Consumer credit is still in its 
infancy.” 

The least that any reviewer can say 
about the book is that it is well organized, 
well written, and presents a good case in 
favor of the institution of industrial bank- 
ing. That it does not go more deeply into 
the subject is due to the limitation of size. 
But considering its size and its preserva- 
tion of simplicity throughout, it does a re- 
markably good job of describing the insti- 
tution oi industrial banking. 

GILBERT HAROLD 

University of Oklahome 


Epwarps, Arıce L. Product Standards 
and Labeling for Consumers. Pp. viii, 
134. New York: Ronald Press Co., 
1940. $2.50. 


The author of this book points out that 
the production of consumer goods has been 
increasingly governed by standards. Some 
of the standards were established by manu- 
facturers or their agencies, either on their 
own initiative or because of consumer de- 
mand. Within the past few years manu- 
facturers, manufacturers’ agencies, govern- 
mental bureaus, and consumer groups have 
tended to work closely tcgether in the es- 
tablishment of standard3. In addition, 
there has been a trend toward informative 
labeling. Yet, the authoz points out that 
“many business men had, and stil retain, 
a very limited realization of the ramifica- 
tions of standards in either the scheme of 
nature, in social, economic or industrial 
life, or even in their own particular ven- 
tures” (pp. 14-15). 

The writer points out that in all too 
many cases an undue emphasis is placed on 
appearance and superficia. features of com- 
modities, and not enough on suitability and 
serviceability. She feels that, in addition, 
industry has given too little attention to 
consumer needs. 

Brief mention is made of the contribu- 
tions of various women’s organizations to 
the consumer standards movement. It 
seems to the reviewer that the discussion 
of these activities might very profitably 
have been given more space The work of 
such organizations as Consumers’ Research, 
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Consumers’ Union, and consumer co-opera- 
tive organizations in aiding the consumer 
standards movement is entirely passed 
over. 

The emphasis that the author places on 
the need of co-ordinated effort on the part 
of producers, distributors, and consumers 
in establishing standards is desirable and 
should aid in the formulation of better 
standards. 

The reviewer has had some firsthand ex- 
perience in the formulation of agricultural 
standards and feels that more attention 
should have been given to this phase of the 
subject. At least one set of widely used 
standards should have been included as an 
illustration. 

The work of the Federal Trade Commis- 
sion, of the Division of Simplified Practice, 
and of various trade associations is briefly 
discussed. The standard-setting activities 
of the various state departments are not 
mentioned, although much work has been 
done by them in this direction. A final 
chapter, entitled “Pointing the Way,” gives 
excellent suggestions as to a number of 
factors that must be considered in promot- 
ing more adequate standards. 

Some of the more critical aspects of con- 
sumer standardization have been given too 
little recognition, and the work of the vari- 
ous standard-setting agencies has been out- 
lined too much from a functional point of 
view and not critically enough. The re- 
viewer also notes the absence of the more 
critical texts in the bibliography and also 
the absence of some of the more general 
literature. No reference, for example, is 
made to “The Ultimate Consumer”—the 
May 1934 issue of THe ANNALS or to any 
of the articles in that issue. 

ARTHUR E. ALBRECHT 

College of the City of New York 


BakKEN, Henry H. Cooperation to the 
Finnish. Pp. x, 220. Madison, Wis.: 
Mimir, 1939. $2.50. 

In these days when Finland has reached 
the headlines cf American newspapers, in- 
terest in things Finnish is manifested on 
every side. Finnish co-operative societies 
in Fitchburg, Maynard, and elsewhere have 
stirred up special interest. These organi- 
zations have a long background deeply em- 
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bedded in Finnish economics and society. 
Henry Bakken has performed a real service 
for the English-speaking people by setting 
forth the background and organization of 
co-operative societies in Finland. He has 


done it carefully, simply, and objectively; - 


and he deserves commendation for his 
work. 

The extensive role of co-operatives is 
correctly shown to include both consumers’ 
and producers’ organizations serving do- 
mestic needs and export purposes. They 
cover a multitude of subjects, among them 
farming, seeds, fertilizers, dairying, poultry, 
slaughtering, and insurance (fire, life, ac- 
cident, group, funeral, and livestock). 
Other associations have been organized to 
cover labor, timber, fish, grain, telephone, 
peat, moss, banking, landholding, and the 
purchase and use of machines. A reading 
of this record will readily show why from 
an economic and social standpoint Russian 
communism has no attraction for the aver- 
age Finn. 

The concluding chapters, especially those 
which deal with competition among the co- 
operatives and the need for co-ordination 
among them, are particularly significant. 
They show that co-operatives, like all eco- 
nomic and social endeavors, seem to de- 
pend in the last analysis upon the motivat- 
ing forces by which they are impelled. 
They also show that while Finland may 
stand in the van regarding co-operatives, 
there is much for her still to do before 
they can be said to approximate the acme 
of smooth operation. But as they stand 
today, the Finnish co-operatives are grad- 
ually coming to dominate her finance, pro- 
duction, and distribution. 

There is only one adverse criticism of a 
minor nature which should be made. Some 
of the spellings, as for instance Aland for 
Aland, should have been caught by the 
author or his numerous advisers, among 
whom some bear Finnish names. 

THORSTEN V. KALIJARVI 

University of New Hampshire 


SHALLCROSS, RUTH ENALDA. Industrial 
Homework, Pp. xi, 257. New York: 
Industrial Affairs Publishing Co., 1939. 
This dissertation has the special merit of 

being based on considerable practical ex- 
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perience on the part of the author among 
thousands of homeworkers in New York 
State and in London, Paris, and Berlin. 
The study is devoted largely to an analysis 
of the problems arising out of legislative 
attempts to control industrial homework. 
Miss Shallcross subjects to careful scrutiny 
the effects of homework legislation in New 
York and compares legislative methods in 
the Empire State with those employed in 
foreign countries, especially in England and 
in Germany. In many if not most in- 
stances, the methods of approach and the 
results abroad are given more praise than 
are those of this country. 

In the author’s view, the term “home- 
work” has too frequently been associated 
in the popular mind with the term “sweat- 
ing,” which “rather than defining it, only 
gave it a derogatory conno-ation.’ The 
application of derogatory adjectives has 
simply enhanced the difficulties involved in 
analyzing the nature of the problems in 
home production. Much of the resulting 
confusion is reflected in poor inspection 
systems which, operating often in the man- 
ner of the Volstead Act, produce an un- 
favorable reaction on the part of employer 
and homeworker alike. Such recent efforts 
to control homework as those of the N R.A. 
were characterized largely by confusion, 
with no satisfactory administrative ma- 
chinery set up for code enforcement. 
Moreover, for nearly a year the code au- 
thorities tried to prohibit homework with- 
out having a definition of such simple terms 
as “home,” “homework,” ard “dwelling- 
place.” 

Those who see nothing but evil in home- 
work will find little support or sympathy 
in this book. Many of the arguments 
against the practice rest on an a priori as- 
sumption that homework is “sweating,” 
rather than on actual data or on a zareful 
study of the reasons underlying homework. 
Drawing on her wide range of case studies, 
Miss Shallcross concludes that homework 
“rather than causing poverty, as I had be- 
lieved, actually relieved it.” Al-hough 
denying the soundness of virtually every 
commonly advanced argument against 
homework, the author appears to be more 
interested in the advocacy of a new ap- 
proach to an understanding of the problem 
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than in eny blanket criticism of the meth- 
ods employed by the seventeen states which 
by the beginning of 1939 had laws regulat- 
ing industrial homework. 

` In advocacy of a new approach the au- 
thor holds that “future homework laws to 
be beneficial to all concerned should be 
drafted by persons familiar with homework 
administration and with homework condi- 
tions not only in crowded urban communi- 
ties but in rural commumities as well.” 
Prohibitory statutes alone do not provide a 
solution for the homework problem. It is 
important to distinguish between conditions 
of homework which are desirable and those 
not desirable. 

The lay reader will no doubt find him- 
self distracted by the author’s array of 
footnotes and references. Those who, on 
the other hand, welcome such details will 
be equally pleased by the extensive bibliog- 
raphy which appears at the end of the 
book. 

Amos E, TAYLOR 

Washington, D. C. 


PARMELEE, Junius H. The Modern Rail- 
way. Pp. xiv, 730. New York: Long- 
mans, Green & Co., 1940. $4.00. 


Dr. Parmelee has been since 1920 the 
director of the Bureau of Railway Eco- 
nomics, Washington, D. C. Prior to that 
he was successively a member of the Yale 
University faculty, a railroad executive, and 
special agent and examiner of the Inter- 
state Commerce Commission. 

This volume is a condensed treatment of 
the present status and zecent significant 
developments in the field of railroad trans- 
portation. with brief treatment of water 
and highway competition. 

The zreatment is statistical and analyti- 
cal, and although it is written from the 
point of view of one who is an employee of 
the Bureau of Railway Economics, an or- 
ganization of the Association of American 
Railroads, it presents and analyzes the con- 
ditions of railroads and competitive instru- 
mentalities of transportation from a fair 
and constructive standpoint. The book is 
factual, and many figures and tables are 
used. To this commentator, such treat- 
ment is desirable because it tends to avoid 
oversimplification of the subjects con- 
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sidered and of the problems analyzed. It 
avoids the glib generalizations based upon 
inadequate data and spacious rationaliza- 
tion about economic problems, for which it 
should be praised. 

The figures for 1937 have been used 
rather than those for later years, because 
railroad traffic end earnings in that year 
were greater than in any other year since 
1930 and greater than in 1938 or 1939. 
References to 1938 figures are made in 
many cases, so that the data used are by 
no means antiquated. 

Dr. Parmelee’s position as Director of 
the Bureau of Railway Economics makes 
readily available to him data which would 
be more difficult for another to obtain, and 
his familiarity with these data makes pos- 
sible a treatment which presents the situ- 
ations and preblems clearly without under- 
simplification and without the presentation 
of masses of undigested statistical data 
which might cause a layman to lose the 
perspective of the forest because of the 
trees. The references which follow each 
chapter are excellent. They indicate wide 
familiarity with the recent significant lit- 
erature in the field of transportation eco- 
nomics, and should prove very valuable for 
the use of students who wish to study any 
of the subjects in greater detail. 

Two excellent appendixes present digests 
of Federal railroad legislation from 1887 to 
1939, and of Federal railway labor legis- 
lation. 

G. Lioyp Witson 

University of Pennsylvania 


Hecxert, J. Brooxs. The Analysis and 
Control of Distribution Costs for Sales 
Executives and Accountants. Pp. xvii, 
420. New York: Ronald Press Co., 
1940. $5.00. 

The title page of this book indicates that 
it has been written “for sales executives 
and accountants.” That these groups will 
welcome such a book goes without saying. 
The current interest in distribution costs, 
stimulated by recent legislation, and by 
such studies es the Twentieth Century 
Fund’s Does Distribution Cost Too Much?, 
has made Professor Heckert’s book a “nat- 
ural.” It should provide both the informa- 
tion and the impetus for applying to dis- 
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tribution costs those measures of control 
which have become a commonplace in the 
manufacturing field. 

Analysis occupies the first half of the 
book, successive chapters being devoted to 
analyses by territories, by commodities, by 
channels of distribution, by methods of 
sale, by customers, by size of orders, and 
by organization and operating divisions. 
The scheme followed is the so-called 
“functional” method, made familiar to stu- 
dents of the subject by the writings of 
Howard C. Greer and other pioneers in the 
field. Control depends on analysis, and 
the author shows in the second half of the 
book how analyses previously made fit into 
control devices over all classes of distribu- 
tion costs—even over such jealously re- 
garded items as salesmen’s costs and ad- 
vertising and sales promotion. The author 
shows how standards can be developed and 
how they, in combination with budgetary 
procedure, can be used by management to 
measure the productivity of distribution 
activities and the efficiency with which 
they are conducted. The last chapter is 
concerned with the relation of cost analysis 
to price-policy legislation. 

The reviewer finds much to admire and 
little to complain about. The book is not 
recommended for its reading qualities, 
however. Although apparently directed at 
the trade, rather than to the academic mar- 
ket, its style and format are textbookish in 
the extreme, bristling with subheads and 
adorned by list after list of enumerated 
factors, points to be kept in mind, steps of 
procedure, and so forth. These features 
are doubtless a virtue in a book which is 
intended as a manual for practical use, but 
they destroy continuity of thought and any 
readability which might otherwise exist. 
As a possible college text the book is ham- 
pered by absence of problem material and 
a price which, though possibly not exorbi- 
tant, would make a teacher somewhat 
apologetic in prescribing the book for his 
students. With sorrow the reviewer notes 
numerous evidences of disregard for the 
niceties of the English language and of ac- 
counting theory. As an example of the 
latter, sales discounts are, without apology, 
called distribution costs, instead of being 
treated as aspects of the selling price. The 
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author clings to the unfortunate expression 
“gross profit” and even makes matters 
worse by distinguishing several successive 
stages of “profit” after various categories 
of costs have been deducted from “gross 
profit.” Typographical errozs are by no 
means absent, although not numercus. 
After such picayunish complaints are 
done with, however, the appraisal of the 
book must be enthusiastic. It is crammed 
with information for everyone interested in 
all types of distributive activity. Ilustra- 
tive material abounds, much of it devel- 
oped by the author and much of it bor- 
rowed, with due acknowledgments, from 
publications of the Department of Com- 
merce, the National Association af Cost 
Accountants, and others. The author re- 
iterates the caution that all procedures are 
illustrative only, and that none wculd be 
likely to fit without modification any actual 
situation; nevertheless, this must be an in- 
valuable source book for accountarts and 
marketing executives, and a stimulus for 
further work in this most interesting field. 
H. F. TaGsart 
University of Michigan 


Crom, WiLLAmĮm Leonard. Corporate Size 
and Earning Power. Pp. xv, 418. Cam- 
bridge, Mass.: Harvard University Press, 
1939. $4.00. 

According to the Foreword, “this is the 
first of a series of monographs on selected 
aspects of the general problem of monopoly 
and competition.” The specific question to 
which Professor Crum addresses his in- 
quiry is, “To what extent is corporate earn- 
ing power related to the size of corporate 
enterprise?” The general answer to this 
question is stated in the following terms: 
“On the average, large enterprise—in all 
or nearly all broad lines of industry, and in 
different stages of the economic cycle—is 
more profitable than small enterprise, es- 
pecially very small enterprise” (p. 7). 

‘While the above generalization holds true 
for deficit corporations in the manufactur- 
ing division, for income corporations the 
“rate of return diminishes as size incrzases” 
(p. 58). The same tendencies are even 
more marked in the mining division (p. 
170). The trade division shows a similar 
though less spectacular tendency (p. 196). 
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In considering executive compensation 
the author concludes that “if we make the 
flat assumption that suca compensation 
should be counted in full as a distribution 
of profits, our previous findings as to the 
relation between rate of retum (profits) 
and size will be almost completely de- 
stroyed” (p. 312). 

These deviations from the conclusion 
stated in the first paragraph above raise 
doubts about the significance of generaliza- 
tions that are too broad in scope Perhaps 
the chapter summaries will prove more use- 
ful to most readers. 

In considering cyclical effects upon 
profits, two conclusions stand out. “The 
intensity of cyclical movement is generally 
greater for producers of durable goods, 
and especially capital goods, than for pro- 
ducers of nondurable goods. . . . The bur- 
den of cyclical instability falls chiefly upon 
small enterprise” (p. 245). While these 
statements will probably not startle any 
reader of this monograph, it is well to have 
added statistical support for even com- 
monly accepted economic concepts. 

The reviewer hopes that Professor Crum 
will maintain his interest in the subject long 
enough to apply similar techniques to some 
period other than the years 1931-36. If 
similar results are obtained for a different 
period of time, the conclusions will be more 
convincing. Also, since the title of the 
monograph is Corporate Size and Earning 
` Power, it would be interesting to base rates 
of return the next time upon corporate size 
rather than upon “proprietors’ capital” (p. 
14). 

Henry E. HOAGLAND 

Ohio State University 


JACQUELIN, DoroTHyY GRANT. Swiss-Am- 
erican Economic Relctions. Pp. 295. 
New York: Columbia University Press, 
1939. 80 cents. 

The study of Mrs. Jacquelin, which in 
the author’s mind was intended to show the 
evolution of Swiss-American economic re- 
lations especially in the light of recent de- 
velopments, turned out tc be—as Professor 
Rappard in his foreword justly indicates— 
“the best analysis—written in English— 
based on original sources, of Switzerland’s 
economic evolution during the last cen- 
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tury.” As a mater of fact, although the 
main object of the study is the analysis of 
the working of the Swiss-American Trade 
Agreement of 1936, Mrs. Jacquelin not 
only examines very carefully the historical 
evolution of the economic intercourse of 
the two countries in question, but also gives 
us a thorough description of the structure 
of Swiss economy, especially with regard to 
its export capacity. 

Part I of the study is a historical sur- 
vey of Swiss-American economic relations 
from 1849, the date of the first trade 
treaty concluded between the two coun- 
tries, to the present time. In 1849 Swit- 
zerland had just accepted a new Constitu- 
tion, which, by the way, is the basis of 
her present Constitution. It was at that 
time that the modern federate Switzer- 
land emerged from a loose confederacy of 
twenty-two sovereign cantons. Switzer- 
land was then a free-trade country, with 
nominal custom-duties only. By a special 
provision of her Constitution raw mate- 
rials required by manufacturers, as well as 
necessaries of life, were admitted at the 
lowest possible rate of duty. The United 
States of that time was a “mild protective 
country.” On account of this situation the 
Swiss-Americen Trade Treaty of 1849 was 
based on the “unconditional” most-favored- 
nation clause. But since 1849 things have 
changed. With the McKinley bill of 1890 
and the Dingley tariff of 1897 the United 
States adopted a sharp protectionist policy. 
At the same time, Switzerland, pushed by 
the example of her big neighbors, also 
adopted a definite protectionist policy. It 
was in consequence of this development 
that the Swiss-American Trade Agreement 
wes denounced in 1899. From that time 
to 1936, Swiss-American economic rela- 
tions were not based on a trade treaty. A 
second importent phase in the economic 
intercourse of the two countries occurred 
in the period of the World War, during 
which the United States supplied much of 
Switzerland’s needs in bread cereals and 
raw materials. 

Part II of Mrs. Jacquelin’s book consti- 
tutes a thorough analysis of Switzerland’s 
economic structure. In Parts III and IV 
—-perhaps the most instructive of her book 
—the author analyses the present status of 


Book DEPARTMENT 


Swiss-American commercial intercourse in 
the light of the new trade treaty, and very 
carefully examines the different items in 
the balance of trade and in the balance of 
payments of the two countries in their 
interrelation. 

It is not the author’s fault that this 
study—the best, to our knowledge, so far 
written on Swiss-American economic rela- 
tions—cannot be considered a satisfactory 
case study of Secretary of State Cordell 
Hull’s Reciprocal Trade Agreements Pro- 
gram. The Swiss-American Trade Agree- 
ment has not been in effect long enough 
to permit a definitive judgment on its 
working. From the point of view of the 
theory of international trade, it would 
have been interesting to investigate how 
far Swiss-American trade relations are in- 
fluenced by the fact that one of the coun- 
tries involved is an industrial and com- 
mercial giant, and the other a very small 
country; and on the other hand, how far 
those relations are influenced by the fact 
that both countries have a population with 
high standard of living, high wages, and 
high purchasing power. 

Mrs. Jacquelin’s study is a welcome con- 
tribution to the analysis of economic inter- 
course between two countries which, for 
extra-economic reasons also, are bound to 
reciprocal sympathy. As the author states 
in the conclusion of her book: “Protago- 
nists of liberty in both the political and 
economic fields, the two countries are 
working, in their respective ways, to effect 
a peaceful solution of present-day prob- 
lems, and their contribution to the rehabili- 
tation of international trade is a step in 
the right direction.” 

LAszi6 LEDERMANN 

University of Geneva 


Gras, N. S. B., and HENRETTA M. LAR- 
son. Casebook in American Business 
History. Pp. viii, 765. New York: F. 
S. Crofts Co., 1939. $5.00. 

This is more than a source compilation, 
it is an economic history of the United 
States and a contribution to the theoretical 
side of economic evolution. It is designed 
primarily as a tool for students of Ameri- 
can economic history, and provides an ap- 
paratus which will be useful to historians 
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and economists. Besides the cases there 
are a syllabus for a course ir business his- 
tory, a variety of bibliographical lists, and 
a series of suggestions for further research 


‘and writing. 


The authors are really dezling with the 
history of capitalism illustrated largely, 
though not exclusively, from American ex- 
perience. The evolution of capitelism is 
gradual through five stages: petty, mer- 
cantile, industrial, financial, and national 
capitalism. American enterprise was or- 
ganized in the second stage. The methods 
and the objectives of the mercantile capi- 
talists were responsible for the first settle- 
ments, and ever since, the business men of 
the United States have made significant 
contributions to the advancing steges of 
capitalistic evolution. 

Each one of these periods is illustrated 
by a series of cases. Some of them are 
made up of excerpts from sources. Some 
are written by the authors. Some are a 
combination of quotations and creation. 
Each has a bibliography and a series of 
questions for the student. Most of them 
deal with some important business figure 
or enterprise, and the emphasis “is on busi- 
ness administration, that is, business pol- 
icy, management and control.” 

The authors begin with merchant capi- 
talists like Sir Thomas Smythe of tke Vir- 
ginia Company, John Hancock, and John 
Jacob Astor. In the industrial capitalistic 
period, they describe firms and corpora- 
tions such as early insurance companies 
and banks, the activities of Samuel Slater 
and the beginning of machine and factory 
organization, and the methods of Jay 
Cooke and Company and of John Wana- 
maker. In dealing with financial capital- 
ism, they stress the great combinations 
and the policies of men like J. P Morgan 
and Stinnes. In the final epoch of na- 
tional capitalism, they deal with the ide- 
ologies of systems as widely variant as 
Wilson’s New Freedom, Nazism, and the 
New Deal. 

Interspersed among the cases are a se- 
ries of historical accounts and outlines of 
such subjects as “Rise and Decline cf the 
American Merchant Marine,” “Internal 
Markets: Metropolitan Economy,” and 
“The Flour Milling Industry.” One whole 
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section is devoted to a theory of “Secular 
Trends in Business History,” in which the 
authors discuss the complexity of the 
problem, the need for more work in this 
field, and certain studies which might be 
profitably undertaken. In this section 
they present a hypothesis “that there have 
been secular trends in business profits and 
in the ease or difficulty of business man- 
agement, which correspond roughly to sec- 
ular trends in prices” (p. 662). In other 
words, this is not only a casebook, but it 
is a general plan for the development of 
business history. The book will be a stim- 
ulating guide and a mine of suggestions to 
all workers im the field. 
Roy F. NicHots 
University of Pennsylvania 


Reynotps, Lrovp G. The Control of 
Competition in Canada. Pp. xv, 324. 
Cambridge, Mass.: Harvard University 
Press, 1940. $3.50. 

. This work serves the twofold purpose of 
providing for all students a very realistic 
survey of the methods of limiting competi- 
tion, and of providing our neighbor coun- 
try with a little T.N.E.C. report of its own. 
Its merit in fulfilling the first purpose is 
that the factual method employed has been 
quite manageable in scope because of the 
smaller size of the economy to which it 
relates; in the case of the second purpose, 
the conclusions are clear enough so that 
even a pseudo-politician should be able to 
understand their import without undue 
mental strain. 

Mr. Reynolds’ study surveys in its first 
half the private control of competition in 
manufacturing and in the extractive indus- 
tries, elso the problem of inefficiency re- 
sulting from the existence of monopoly 
and from agreement as well as from com- 
petition itself. In the second half of the 
book attention is given to public policy 
toward preservation, limitation, and pre- 
vention of competition. This section con- 
cludes with a review of legal and political 
limits of economic’ policy and recommenda- 
tions for legislation in the public interest. 
In the entire exposition technical language 
has been successfully avoided, with the re- 
sult that this is one of the few works in 
which tool-use is made of theory in the 
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field of limited competition in a way that 
may be said to parallel so much work based 
on the older theory relating to free com- 
petition. 

In the final chapter—‘Legislation in the 
Public Interest”—the author considers the 
question: What can be done? To this he 
gives several answers, each varying accord- 
ing to the corditions that prevail for dif- 
ferential groups of industries. For those 
industries in which competition still gen- 
erally prevails, the suggestion is made that 
the Combines Act “is the best regulatory 
device available at the present” time to 
enforce maintained competition (p. 275). 
For those industries in which monopoly “is 
either unavoidable or could be avoided 
only at exorbitant cost,” public supervision 
or operation is recommended, with public 
operation considered the more efficient (p. 
275). (The reviewer suggests a compara- 
tive survey of the match industry in Can- 
ada and the Netherlands to throw light on 
the consequences of private and public 
monopoly in this pronounced ‘“conven- 
tional-price” product.) For the other in- 
dustries, “the only recommendation which 
can safely be made ... is that they should 
be closely studied” (p. 276). The author 
would vest the obligation to study in ex- 
perts in’a proposed governmental “Divi- 
sion of Industrial Economics” which would 
require regular returns from all producers 
in selected industries. The returns would 
cover “employment, wage rates, utilization 
of plant capacity, the main elements en- 
tering into unit cost, prices, profits; and 
related matters.” Alternatively the Divi- 
sion might select a few industries for in- 
tensive analysis each year. The objective 
would be analyses that would enable econ- 
omists and informed: laymen to draw ton- 
clusions concerning the “adequacy with 
which particular industries are serving the 
public interest.” 

To characterize the book as a whole, the 
reviewer appropriates the author’s words 
in his judgment of the reports of investiga- 
tion under the Combines Act; the chapters 
of this book are “judicial in tone, well- 
written, and make informative reading for 
the layman as well as for the economist” 
(p. 157). ARTHUR R. UPGREN 

University of Minnesota 
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Witners, WILLIAM. Financing Economic 
Security in the United States. Pp. x, 
210. New York: Columbia University 
Press, 1939. $2.75. 


Mr. Withers has produced a level-headed 
analysis of the well-nigh insurmountable 
riddle of social security in the United 
States and its administration by our more 
than fifty governments. He has gone ex- 
haustively into the existing data on relief 
expenditures and has emerged with an 
evaluation carefully interpreted. The foot- 
notes and the bibliography are of especial 
value. Attention of the reader is called 
particularly to the author’s able arrange- 
ment of his topic into clarifying subdivi- 
sions, permitting a lucid assembly of data 
under the heading to which each detail 
logically belongs. ; 

The author begins by finding the Ameri- 
can public seeking compromise between 
capitalistic and socialistic principles, a dis- 
tinction of which the American people in 
all probability are completely innocent. It 
is only fair to say, however, that the au- 
thor’s chief use of these categories is to 
produce such contrast as may make the 
trends in administration clearer. 

Mr. Withers deals gently and generously 
with the “discretionary” feature of Federal 
Emergency Relief Administration per- 
formance, sticking to statistical and other 
documentary proof. In his analysis of the 
capacity of the Nation to pay for social 
security, he advocates complete revision of 
our system of taxation, a conclusion with 
which every student of taxation will read- 
ily agree. He finds a substantial margin 
of ability not -tapped in the vast expendi- 
tures thus far made for relief; and he as- 
sumes that because this margin exists, 
therefore it ought to be taken up. It 
seems to the reviewer that not enough 
weight is given here to the fact that this 
vast issue is social before it can become 
economic. Perhaps the public would agree 
with the author in the end; but to leave 
this vital aspect of relief unexplored is a 
serious omission. 

Finally, in his discussion of inequalities 
in local taxing ability in relation to the 
need for relief, the author advocates thor- 
ough equalization through Federal taxa- 
tion and allocation. He appears to assume 
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that the hard political reality of forty- 
eight sovereign and independent states, 
confederated under a federel government 
of express and limited powers, should be 
reversed and the Nation henceforth func- 
tion as a unit under a single government 
centered at Washington. This conclusion 
is nowhere expressed, but its consumma- 
tion is essential to the full logic of the 
findings. 

Mr. Withers’ work is couched ia plain 
language, readily understandable, delight- 
fully free from the technical obscurities of 
the time. 

Rozert W. KELso 

University of Michigan 


Hopes, CLARENCE W. Workmen’s Com- 
pensation Insurance. 2nd Ed. Pp. xviii, 
707. New York: McGraw-Hill Book 
Co., Inc., 1939. $5.00. 


This book is not a revision of tha book 
by Michelbacher and Nial, bearing the 
same title, published in 1925. It is a com- 
pletely new work and a highly remzrkable 
one. From 1925 to 1939 there was an 
enormous development involviag such man- 
ifold alterations by laws and practices that 
even the authors of the first edition hardly 
would have been in a position to revise the 
original text without rewriting most of the 
chapters. The process of permanent 
changing in regard to workmen’s campen- 
sation certainly will not stop in the near 
future. Whether the astounding ccntrast 
of regulations in the states will be more 
unified, remains to be seen. 

The author has tried to separate Fart I: 
“The Workmen’s Compensation Acts’ (pp. 
7-312) from Part II: “Workmen’s Com- 
pensation Insurance” (pp. 313-634). 
However, it was not possible to separate 
the material in fact, and therefore perhaps 
it may be advisable in a third edition to 
change the arrangements and introduce a 
more logical distinction. In my opinion, 
it would be better to begin the book with 
some chapters out of the second part. 

The value of the book goes by fer be- 
yond the subject; it contains very va_uable 
and excellent observations in regard zo in- 
surance in general. There are books on in- 
surance in general which hardly ccntain 
such completeness, for instance in regard 


224 


to reinsurance, the various kinds of private 
carriers, and state funds. It is of great 
interest to see how the author treats that 
hot iron. 

Jn spite of all his efforts, the author did 
not include everything of interest. He for- 
got the remarkable law of Puerto Rico of 
1935. In this connection it may be men- 
tioned that even the United States Labor 
Department has omitted Puerto Rico from 
its publication on Progress of State Funds 
under Workmen’s Compensation (Bull. 
No. 30, 1939). 

It is to be regretted that this volume 
contains less in the way of bibliography 
than most other books of the same series. 
Besides some articles quo-ed in footnotes, 
there are only nine “selected references.” 
The reason is not apparent for ignoring 
many other books which probably were of 
value to the author. How can students be 
educated in scientific research work if the 
authors of the best books do not follow 
the internationally recognized custom of 
quoting all sources? 

ALFRED MANES 

Indiana University 


SHARP, MALCOLM, and CHARLES O. GREG- 
ory. Social Change and Labor Law. 
Pp. vii, 175. Chicago’ University of 
Chicago Press, 1939. $2.00. 

In this little book, twc members of the 
law faculty of the University of Chicago 
present to the public six lectures which 
they delivered to the student body of their 
school. The title that the book bears is 
both too broad and too narrow to indicate 
its contents accurately. 

Mr. Sharp’s concern in his first lecture 
is with the notion and limits of civil liabil- 
ity in the law and with those “systematic 
ideas which seem to develop naturally in 
the administration of justice’—responsi- 
bility, consistency, rationality, “rights” and 
their classification, and orderly procedure 
—-and which “may perheps be regarded as 
containing the elements of a nontheological 
natural law.” He deals in his second lec- 
ture with the interplay between laissez 
faire, the protection of the poor, and the 
Constitution, and with the prospect of the 
document’s accommodating itself to a 
planned economy or, if the need should 
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arise, to state socialism. In his last lec- 
ture he takes a look at modern corporate 
organization, paying particular attention to 
the role of the director in effecting a recon- 
ciliation between dividend-drawer, wage- 
earner, and consumer. 

Mr. Gregory’s contributions cover a less 
wide range; he deals only with the devel- 
opment of labor law (ie., the law of in- 
dustrial disputes) by the common law 
courts, under the Sherman Act, and with 
the help of the Norris-LaGuardia and Na- 
tional Labor Relations Acts. 

Few of the notions expounded by the 
authors are very unfamiliar to the profes- 
fession. For the casual reader it would 
be useful to have more complete references 
to the literature, particularly where the 
matter under discussion is in dispute. The 
brevity of the book precludes, of course, 
consideration of detail on subjects of such 
large scope. On the whole, Mr. Gregory’s 
share of the book is the better on this 
score. But, by the same token, his is the 
less likely to be significant, for he has con- 
fined himself largely to a reportorial job. 
And his chapters are impaired by errors 
that could easily have been corrected. 
They occasionally fall, for instance, into 
verbal absurdities (eg., “Justice Brandeis 
... declared that publicizing facts by a la- 
bor group was a constitutional guaranty of 
free speech .. .”); ambiguities of temper 
(e.g, “. . . the comparatively peaceful and 
orderly evolution of the picket line into 
the so-called sit-down strike is an encour- 
aging manifestation that labor is deter- 
mined to achieve its objectives by non- 
violent means... . Now, I do not condone 
the sit-down strike. It is a regrettable 
chapter of lawlessness in the history of the 
labor movement and, I trust, a thing of 
the past”); and misleading statements 
(e.g., “Contemporary English law reports 

. . concerning trade-unions usually dis- 
close suits on collective agreements and 
others similar to litigation among business- 
men”). Mr. Gregory’s presentation of the 
common law on such a subject as the 
closed shop is marred by a too easy as- 
sumption that the Massachusetts court 
speaks for most American courts, and that 
the New York court is in a decided mi- 
nority. In dzafting its chapter on labor 
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law in the Restatement of Torts a year 
ago, the American Law Institute found 
them about evenly divided, and chose the 
New York view as the better of the two. 
T. RICHARD WITMER 
Yale University School of Law 


Lyon, Levererr S., et al. Government 
and Economic Life. Vol. I, pp. xvi, 519. 
Washington: Brookings Institution, 1939. 
$3.00. 


Announced as first of two volumes to- 
gether “designed to analyze the relation- 
ship of government to economic life as a 
whole in terms of fundamental economic 
and social functions and fundamental gov- 
ernmental activities,” this volume lays em- 
phasis on “Government and Private Enter- 
prise Generally,” on the basic structure of 
the private enterprise system within which 
most of our economic life is organized, and 
on the iramework for that enterprise as set 
by law, institutions, and public policy. 
The second volume will deal with those 
governmental relations to economic life 
which are less general than the “imple- 
mentation and regulation” covered herein, 
and will embrace direct governmental pro- 
duction and governmental action involving 
special treatment of private enterprise. 

The importance of a clear initial under- 
standing of terms is fully understood. 
The authors have succinctly treated in 
thirty-eight pages the basic concepts of 
economic life and government, the condi- 
tioning factors in America, and the guiding 
objectives and criteria of public economic 
policy. Government’s relation to economic 
life is set forth in historical, developmen- 
tal, and dynamic terms. The point is 
made that while there is a general adher- 
ence to a philosophy of individual enter- 
prise, there has continuously been made 
the attempt to combine individual freedom 
with vigorous authority, with an important 
role historically and presently for govern- 
mental action (p. 27). The treatment of 
the rationale and the critique of a “pri- 
vate enterprise system” sets forth the eco- 
nomic theory underlying such a system (p. 
24) and the reasons why this rationale has 
not at any time been wholly accepted. In 
the reviewer's opinion somewhat more 
could have been made at this point (p. 
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27) of the degree to which the underlying 
assumptions of the private enterpr.se sys- 
tem are not accepted as the basis for ac- 
tion by large segments of the busin2ss and 
labor world. Induced immobility, con- 
sciously restricted knowledge, and indi- 
vidual and group controls over prices and 
production are attributes of sufficiently 
large portions of business and industry to 
question whether the private en-erprise 
system’s assumptions can be discussed in 
the same terms as “the competitive sys- 
tem.” A new rationale and a new critique 
may be necessary. 

Discussion of the implementation of pri- 
vate enterprise treats of organizational 
forms, bankruptcy and reorganization pro- 
cedures, patent rights, the monetary mech- 
anism, devices to adjust labor disputes, the 
creation of standards, research, and dis- 
semination of information. Here i clear 
recognition of the origin of private busi- 
ness corporations in the desired fulfillment 
of public purposes, as creatures of the 
state, even as agencies of government. 
The disintegration of this traditional con- 
ception is traced straightiorwardly but in 
dispassionate terms. Several remedi2s pro- 
posed are reviewed. The chapters on 
bankruptcy and reorganizaticn, ani par- 
ticularly on patent rights and the mcnetary 
mechanisms, are excellent discussions of 
subjects now very much in the public eye. 
In each of these the changing pattern of 
thinking is evident, but in none more 
clearly than in monetary matters, which 
the authors cite as “the most important of 
the frontier questions of economic theory 
and of governmental policy in relation to 
a monetary mechanism” (p. 198). Recent 
policies receive brief but lucid treatment. 
The reviewer wishes mere space could 
have been devoted to the debate on deficit 
financing, the details of which the authors 
place beyond the scope of the volume (p. 
196). The political problems are men- 
tioned, but in the reviewer's eyes “the case 
hinges” just as much (not less) cn the 
theoretical economic arguments as on the 
processes by which achieved and the in- 
direct or secondary effects thereof. 

“Regulation” is covered under four main 
headings’ (eight chapters): (1) the main- 
tenance of competition and (2) the es- 
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tablishment of a plane of competition in 
reference to business enterprise; and in 
reference to workers (3) the methods of 
concerted action and (4) the conditions 
and terms of employment. 

The treatment of competition is divided 
into “the maintenance” and “the plane,” 
representing a distinction between an eco- 
nomico-social approach and one funda- 
mentally moral and social. These two 
chapters occupy approximately one-fifth of 
the book end are given comprehensive, sys- 
tematic, and scholarly presentation. Some 
variations in classification of particular 
points might be desired by specialists (as 
is recognized, footnote p. 362), but men- 
tion of these is not important for present 
purposes. 

The basic issues of social rights and so- 
cial welfare raised by labor combinations 
with broader objectives now than formerly 
are sensed in the discussion of the regula- 
tion of labor. The common-law doctrine 
of conspiracy, injunctions, “yellow dog” 
contracts, anti-injunction legislation, and 
legislation as to use of anti-umion contracts 
lead up to a thirty-page treatment of the 
National Labor Relations Act, wherein 
fundamental disagreements as to this law 
and wise public policy are revealed. Other 
major considerations of concerted action 
by workers, labor union responsibility, the 
legal status of collective agreements, and 
newer legislation as to terms and condi- 
tions of employment complete a careful 
descriptive, historical, and analytical treat- 
ment of special phases of governmental 
relation to the use of labor. 

In the final chapter on general inter- 
pretation the authors have attempted to 
draw together the disconnected but care- 
fully patterned threads and to high-light 
points which may have escaped the intense 
reader of the main portions. ` 

The final paragraphs are on changes in 
criteria of what is sound public policy. 
Major issues are portrayed. The authors 
do not choose between alternatives. They 
warned they would not. “Those who are 
looking for definitive answers or solutions 
of that sort [as to what is “sound’] will 
not find them in this book” (p. ix). The 
authors ere content to point out the chang- 
ing emphasis of government, the changing 
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purposes for which government is being 
used, the new governmental methods em- 
ployed, and the changes in social criteria 
which these shifts imply. They have done 
what they said they would do, and a very 
good job at that. 

Stopping short, however, from indicat- 
ing a judgment as to what should become 
public policy may be necessary for a work 
of this character and under these auspices, 
but when that which is done is done so 
skillfully, ‘it is almost certain to leave a 
wish for some:hing more—for a knowledge 
of the authors’ choices in matters of such 
moment, for a frank expression of judg- 
ment, for an “interpretation” that discloses 
the interpreter. Many an economist or so- 
cial scientist reading will think he can de- 
tect such disclosures by word, phrase, or 
emphasis, but in such a search in this book 
he is likely to be disappointed or misled. 

The volume under review is to be rec- 
ommended to laymen, business men, men 
in public affairs, and students for its read- 
ability and comprehensive treatment, and 
to economists and political scientists for 
its careful documentation and organization 
of material. Three appendices giving data 
on corporate enterprise, the Federal Trade 
Commission, and labor organization in 
some European countries are included, the 
first of which brings together material 
from numerous other studies. If to say 
so is not to damn it with faint praise, let 
it also be recorded that this book will make 
an excellent text for advanced under- 
graduates. ARTHUR G. Coons 

Claremont Colleges 


Sappincton, C. O. Industrial Health: 
Asset or Liability, Pp. xix, 224. Chi- 
cago: Industrial Commentaries, 1939. 
$3.75. 

Dr. Sappington’s thesis holds that indus- 
try, including both large and small plants, 
can well afford to expend much larger 
amounts on positive health programs than 
are now devoted to this purpose. Such 
expenditures, he insists, will reduce ab- 
senteeism and <ardiness, avoid fatigue and 
its effects on output, prevent accidents and 
occupational diseases, and generally im- 
prove the productive efficiency of workers. 
Moreover, comprehensive arrangements 
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for such programs may be effected, in his 
opinion, at a cost that is less than the 
losses now attributable to poor health and 
avoidable if proper preventive measures 
are taken. 

There are fifteen chapters and an ex- 
tensive appendix. The latter is divided 
into two parts, the first composed of forms 
used to record the results of physical ex- 
aminations, and the second made up of 
forms developed by the United States 
Public Health Service and used to secure 
data in surveys of industrial health ex- 
posures and plant facilities for health and 
safety programs, 

Dr. Sappington’s treatment of his sub- 
ject is both interesting and informative. 
He begins with a preliminary statement on 
the costs of ill health, and follows with a 
more extended discussion of the desirable 
provisions for an adequate health program. 
He is especially concerned with the prob- 
‘lems cf the small plant, for it is such 
plants that have most frequently felt that 
they could not afford to provide the neces- 
sary facilities and services. For such situ- 
ations he feels that co-operation among 
several local firms is frequently a feasible 
solution. His discussion of the “philoso- 
phy of health” is illustrative of the uni- 
formly high level of practicality maintained 
throughout the whole volume, as are his 
analyses of the functions of industrial 
nurse and industrial physician. 

A final chapter presents a classified sum- 
mary of existing sources of information on 
industrial health. That chapter helps to 
compensate for the one serious deficiency 
(in the opinion of this reviewer) which 
characterizes the book That is the failure 
of the author to provide direct references 
to the sources of data. Dr. Sappington 
feels that few of his readers will care to 
use such references. On the whole, how- 
ever, the book must be regarded as a most 
valuable contribution. 

DALE YODER 

University of Minnesota 


KINGSBURY, Jonn A. Health in Hand- 
cuffs. Pp. ix, 210. New York: Modern 
Age Books, Inc., 1939. 75%. 

This book is built around the so-called 

Wagner Bill, the National Health Bill of 
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1939, which may soon become a national 
issue. Lucid, inexpensive, well printed, 
and of moderate size, the book deserves a 
wide audience, not only because of its 
timeliness but also because of its availa- 
bility. It might almost be said that it 
could and should be read by every voter. 

The opening chapters describe the pres- 
ent conditions under which medical and 
hospital care are supplied—or not sup- 
plied—to the American people. Statistical 
estimates by the American Mecical Asso- 
ciation and the Social Security Board are 
combined to show the extent of unmet 
medical and health needs in the United 
States. Ninety-two per cent of the Ameri- 
can people are today unable to afford ade- 
quate medical care in the event of severe, 
acute illnesses or of chronic illnesses of 
any kind, and the need for medical care 
is in inverse proportion to the ability to 
pay for it. Subsequent chapters describe 
the work and findings of the Committee on 
the Costs of Medical Care and the opposi- 
tion of the American Medical Association 
to this committee’s principal recommenda- 
tions. 

The meat of the book is to be found in 
the chapters which describe the proceed- 
ings of the National Health Conference 
(July 1938), the subsequent report of the 
Technical Committee on Medical Care 
which advised President Roosevelt’s Inter- 
departmental Committee to Co-ordinate 
Health and Welfare Activities, the pro- 
posed National Health Program, and, 
finally, the Wagner Bill which has put the 
provisions of the National Health Pro- 
gram into a form appropriate for Con- 
gressional consideration and enactment. 
The early hearings on the bill are sum- 
marized, as are also the subsequent hear- 
ings before the Senate subcomm‘ttee which 
in August 1939 made a preliminary favor- 
able report to the United States Senate. 
One learns from this material how care- 
fully the bill was prepared and how thor- 
oughly it has been exposed to criticism and 
discussion by all interested groups. 

Health in Handcuffs is really “required 
reading.” The title suggests a sensation- 
alism which is not found in the book it- 
self. The author’s remarks about the 
American Medical Association are at times 
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overly dramatized, but it may be that the 
rank and file of doctors in the AMA. 
have been unwittingly subservient to medi- 
cal politicians who have passed around the 
highest offices of the Association among 
themselves. Oversimplified, too, is the au- 
thor’s description of health insurance. It 
is a favorite device of opponents of health 
insurance to play up the “evils” of, say, 
the German system under Hitler, and to 
pretend that such evils are inherent in aH 
systems of health insurance. Some of the 
author’s generalizations (especially pp. 54- 
56) in extolling health insurance betray 
the same failure to differentiate among the 
various schemes; but perhaps this is inevi- 
table in a short, single chapter on the 
subject. 
Douctass W. Orr, M.D. 
Topeka, Kansas 


Hacoop, MARGARET JARMAN. Mothers of 
the South. Pp. 252. Chapel Hill: Uni- 
versity of North Carolina Press, 1939. 
$2.00. 


“As goes the Southern tenant farm 
mother, so goes a large part of the South 
and of the Nation.” Because of their in- 
creasing number in the South, because of 
the increasing dilemma of their economic 
and cultural status, anc because of their 
increasing share in the reproduction of the 
Nation’s population, the assumption that 
Southern farm tenancy is a critical and 
dramatiz national problem seems entirely 
justified. It also follows that the query 
of this volume, “How goes the Southern 
tenant farm mother?” is exceedingly perti- 
nent and relevant. 

Numerous factual studies have demon- 
strated statistically that Southern tenant 
families have low incomes and that the 
birth rate among these families is far in 
excess of that for the Nation as a whole. 
In Mothers of the South the author does 
what such statistics cannot accomplish. 
She makes these mothers live, intimately 
portrays what sort of women they are and 
what are their attiudes, and vividly pic- 
tures the influence of these mothers and of 
the economic and cultural conditions of 
tenant farm life on the children who, in 
increasing proportions, are Tomorrow’s 
Citizens of the Nation. 


THe ANNALS OF THE AMERICAN ACADEMY 


Following an efective description of the 
economic system in which they labor, the 
author develops the triple role of the ten- 
ant mother under the headings of “field 
work,” “home-making,” and “childbearing 
and caring.” To summarize their activi- 
ties in this triple role. the typical tenant 
woman bears a large share of the burden 
of field work, which she prefers to house- 
work; she assumes full responsibility for 
“getting big femilies fed, cleaned after, 
washed and sewed for, with such meager 
and inadequate equipment, and with such 
antiquated methods” that the intimate 
visitor is surprised only that they are able 
to keep up the level of energy output re- 
quired; and in addition she carries the bur- 
den of bearing and caring for a dispro- 
portionately large part of the Nation’s 
children. The attitude of the mothers 
toward this third role is of particular sig- 
nificance. While their numerous children 
are their greatest interest, and their great- 
est source of pride, they almost invariably 
express the hope that their last born, or 
the one that is yet unborn, will be their 
last. 

The reader will conclude that the author 
of Mothers of the South, in the series of 
numerous exceedingly frank interviews on 
which the work is based, has gathered ma- 
terial for a number of books of the nature 
of The Grapes of Wrath. Yet the method 
of presenting this material is not that of 
a novelist or a dramatist. While case- 
study material is used extensively through- 
out, case material is presented in a sci- 
entific way, so that it is interpreted in 
reletion to the modal pattern found for the 
particular condition or attitude illustrated. 

A significant conclusion is reached in re- 
lation to the “agricultural ladder” theory. 
Very few of the tenants contacted are defi- 
nitely working toward ownership. There 
is little expectation that the ladder theory 
will work out—materially at least. This 
makes it more urgent for the tenants to 
attain respectability and recognition in 
other ways, and this is the source of their 
sense of achievement in rearing large fam- 
ilies, in bringing them up properly, and in 
“living right.” 

The economic and cultural achievements 
of the Southern tenant farm woman are 
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indeed small. The author’s appraisal, how- 
ever, is that survival and such achievement 
as has been attained, in view of almost ev- 
ery imaginable adverse external condition, 
may be interpreted as “evidence of the 
existence of inherent quality, vitality, and 
endurance in the people, and of certain fa- 
cilitating factors and enhancing values of 
rural liče.” This appraisal is viewed, how- 
ever, as no basis for laissez faire optimism; 
for, “until the agricultural system of the 
South is successfully rehabilitated, or until 
family limitation practices become far 
more universal than at present, Southern 
farm tenant mothers will continue to sup- 
ply a disproportionate share of children 
who will be disadvantaged from birth.” 

Jonn E. Writs 

University of Tennessee 


McILwAme, Suretps. The Southern Poor- 
White from Lubberland to Tobacco 
Road. Pp. xxv, 274. Norman: Uni- 
versity of Oklahoma Press, 1939. $2.50. 


As a history of the characterizations of 
the Southern poor-white in American lit- 
erature, from the discovery of the first 
species in the backwoods of the Virginia- 
North Carolina border by William Byrd 
in 1728 to the cracker Jeeter Lester as de- 
lineated by the skillful pen of Erskine 
Caldwell, this book is important not only 
as literary history but as a social document 
as well. That the “nation’s number one 
economic problem” has its social counter- 
part in the numerically important human 
class in whom remained, according to Ru- 
pert Vance (quoted by McIlwaine, p. xvii), 
“the ebb tide of the frontier,” is tardily 
coming to be recognized. 

As McIlwaine has so well pointed out, 
the early characterizations of the poor- 
white were comic. People of higher social 
status viewed his moral looseness and his 
mode of living with something of detached 
amusement, “His folkways had proved to 
be so entertaining that a humorous re-crea- 
tion of his sloppy world” became the domi- 
nant literary treatment in the prewar pe- 
riod. 

From the stereotype of comic-depravity 
there emerged the postwar pathetic, al- 
though picturesque, creatures of Joel 
Chandler Harris, Thomas Nelson Page, 
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and others; while only since the tum of 
the century, and especially in the past 
twenty years, has the tragic figure of the 
poor-white appeared. The appearance of 
this tragic species in the literature has been 
chronologically paralleled by a rising tide 
of interest in the social and economic prob- 
lems of rural America, particularly the 
South, and by an increasing awareness of 
the social significance of urbanward migra- 
tion from rural areas. Since a dispropor- 
tionately large part of the population of 
the years to come will be made up of the 
progeny of poor-whites and other rural 
low-income groups, it is no longer com- 
fortable for the better-off tc regard the 
“sorry” folks with detached amusement, 
or even with pious pity. The problem 
thus becomes “tragic,” and the Lterary 
characterization becomes realistic and nat- 
uralistic. Scientific studies of rural life in 
the South have had their influence. 

The nicknames which have been applied 
to the poor-white at various times end in 
different localities make an extensive list, 
including cracker, tar-heel, sandhiller, pin- 
eywoods tacky, red-neck, woolhat, dirt- 
eater, clay-eater, po’ buckra, mean-white, 
and others. McIlwaine considers the Lou- 
isiana Cajun also as poor-white, but this is 
certain to be challenged. True, the Cajuns 
were poor in material goods, but Mcll- 
waine himself does not consider tais a 
sufficient criterion, because he says the 
poverty of the poor-white is only partly 
material, and partly psychological (p. 
xvii). Competent observers of Cajun non- 
material culture would certainly not con- 
sider it mean, poor, or lacking in richness 
and zest. It is obviously not always pos- 
sible to draw a sharp distinction between 
poor-whites and other poor (eccnomically) 
whites. McIlwaine rightly excludes the 
“mountaineers” of the South from this 
category, but is apparently content to re- 
gard sandhillers and red-necks as poor- 
white, although because of geographic iso- 
lation they could not have been affected 
directly by the plantation labor monopoly 
which the author rightly regards as one of 
the factors in poor-white origin. These 
were probably yoeman farmers rather than 
“trash.” The introductory chapter in 
which the author essays a descriptior of 
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what the term “poor-white” comprehends 
should be read carefully. It will leave 
many unanswered questions in the reader’s 
mind, but will help to avoid the impression 
all Southern sharecroppers and tenants are 
poor-whites. 

The book represents comprehensive and 
critical examination of the literature of the 
South. Moreover, it is well written. As 
literary-social taxonomy, it has assembled 
a most fascinating population of human 
specimens. 

Lowry NELSON 

University of Minnesota 


Biaxe, Wrutram J. Elements of Marxian 
Economic Theory end its Criticism. Pp. 
viii, 745. New York: Cordon Co., 1939. 
$2.50. 


If the writing of books about Marxism 
has come to seem a little superfluous, and 
if some will challenge the contention of the 
author that Marx's theory is still slighted 
academically, probably many will agree 
that Marx’s own style discourages reading, 
and that general textbooks in economics 
touch Marxism lightly and at times in- 
accurately, In any evert, here is a book 
that is “different.” 

The author has been a business man and 
financial writer, here anc abroad, and says 
that he came to economics from the stock 
exchange and banking and that he found 
in Marxism “the attraction of all oppo- 
sites.” He first tells briefly of Marz’s life 
and sketches the historical basis of his 
ideas. In section two, a long series of 
chapters ranging from ‘‘commodities and 
value” through such things as finance cap- 
ital and crisis theory, cover in detail the 
Marxist analysis of capitalist economy. A 
third section takes up, one by one, the 
attacks on Marxian theary. There follows, 
in not too logical order, a consideration of 
earlier economic theory, including its pos- 
sible influence upon Merx; this is perhaps 
the weakest part of the book. The philo- 
sophical setting of Marxism, dialectical 
and historical materialism, comes at the 
end. Appended are an extensive bibliogra- 
phy, a glossary of Marxian economic terms, 
a “socialist chronology.” and other useful 
~ miscellanies. 

The treatment is not academic, and at 
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points becomes superficial (as in chapters 
39 and 40) and even naive (as re Plato 
and Marx and ideas about money, on page 
600); Throughout, it will seem choppy to 
the professional economist. But if the 
academician will miss a sustained and 
elaborate flow of attenuated discourse, the 
layman and the elementary student (and 
perhaps secretly also the academician) will 
welcome the concise and pungent presenta- 
tion of Marx, piece by piece, for ready 
digestion. Yet the coverage is extensive 
and complete. As for the interpretation, it 
is sympathetic; indeed, the explanation of 
Marx’s ideas is at times enthusiastic, and 
the rebuttal of attacks upon them is often 
fervid. If one wishes to make the ac- 
quaintance of Marxism, and for the most 
part favorably, here is a refreshing way 
to do it. It should be added that the au- 
thor displays extremely wide reading, in 
several ges, in economics and many 
other subjects, which, together with his 
freedom from academic stuffiness, makes 
him an interesting host to Marx and the 
reader. Joan DONALDSON 
Georgetown University 


Housparp, L. E. The Economics of Soviet 
Agriculture. Pp. xii, 316. New York: 
The Macmillan Co., 1939. $4.00. 


This is the third volume on various 
phases of the Soviet economy by the same 
author. The title is somewhat misleading, 
for there is very little economic analysis of 
present-day Soviet agriculture to be found 
in these pages. It is rather a description 
of the development and the prevailing or- 
ganization of collectivized agriculture in 
the Soviet Union. 

One-third of the treatise is devoted to 
tracing the historical background of pres- 
ent-day agricultural organization. Begin- 
ning with an account of early serfdom in 
Russia, the author traces events leading to 
the emancipation of the serfs in 1861, the 
Stolypin land reforms of 1906, and the 
land nationalization decrees of 1917. 

A large part of the narrative consists of 
a recital of factual and descriptive details. 
The presentetion is interspersed with a 
proliferation of statistical data, presumably 
accepted by the author as authentic, even 
though he admits that he has discovered 
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bewildering discrepancies in Soviet statisti- 
cal materials (p. 259). 

Most informative are Chapter XV, deal- 
ing with “Articles of Association of Col- 
lective Farms,” and Chapter XVII, which 
describes “Agricultural Administration and 
Remuneration of Farm Labor in the Soviet 
Union.” An evaluation of what collec- 
tivization has done for the peasants is 
based largely on individual letters written 
by members of collective farms in various 
parts of the Soviet Union to the official 
newspaper Pravda during 1938. 

The author’s own conclusions are sum- 
marized thus: “Instead of poverty being 
eliminated from the countryside and a 
better and more equal distribution of agri- 
cultural income brought about, collectiviza- 
tion shows relative wealth alongside great 
poverty no less than the old system of 
independent peasant enterprise” (p. 237). 

In vain does one look in the treatise on 
The Economics of Soviet Agriculture for 
an economic analysis of the nature and 
significance of economic rent in collec- 
tivized agriculture. Only by inference can 
one draw any conclusions from the presen- 
tation as to what happens to the diferen- 
tial return attributable to various degrees 
of soil fertility. Neither “rent” nor “eco- 
nomic rent” is listed in the general index. 
The author admits in the concluding chap- 
ter that his aim has been to show the con- 
ditions of agricultural population on the 
Soviet collective farms. He has succeeded 
very wel in carrying out his aim, even 
though at times the reader may feel that 
the picture of Soviet agriculture which he 
has presented has been tinted too vividly 
with official Soviet statistics. 

Kart ScHorz 

University of Pennsylvania 


National Bureau or Economic RE- 
SEARCH. Studies in Income and Wealth. 
Vol. TH, pp. xxiii, 479. New York, 
1939. $3.50 
The seven papers in this volume proceed 

to a more detailed examination of the area 

staked out in the first two volumes Vol- 
ume LI deals with three types of alloca- 
tion of the national total. among groups 
classified by size of income or wealth, 
among the various components of saving 
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and expenditures, and among states. Each 
type of allocation is considered separately. 
Their ultimate usefulness, however, will 
depend very largely on the extent to which 
they can be interrelated. For example, in- 
come estimates by states need to be sup- 
plemented by distributions of income by 
size. 

The exploration of the problems indi- 
cated raises many conceptual questions 
only briefly if at all touched on in the pre- 
ceding volumes. The papers by Merwin, 
Goldsmith, Nathan, and Wueller discuss 
some of these. Still others are suggested 
by the attempts to obtain distributions of 
income by size. It is not clear, for exam- 
ple, that definitions appropriate foz esti- 
mates of national income are equally ap- 
propriate for individual income. The 
desirability of excluding transfers, such as 
gifts, from national income does not neces- 
sarily imply the desirability of excluding 
them from individual income in construct- 
ing distributions of income by size. The 
situation is similar with such items as capi- 
tal gains and receipts from illegal activities. 

A wide field for this type of inquiry still 
remains. Additional types of breakdowns 
are required. For many problems, for ex- 
ample, state breakdowns of national in- 
come are insufficient; estimates by size of 
community within states seem clearly indi- 
cated. Some of the breakdowns in the 
sample analyzed recently by the National 
Resources Committee in its Consumer 
Purchases Study are suggestive. Dr. 
Warburton’s paper and Dr. Copeland’s 
comment on it emphasize the neec for 
estimates by types of commodities and 
services more detailed and more adequate 
than any now available 

It may be expected that future papers 
will return to conceptual problems of the 
sort to which the earlier volumes were so 
largely devoted, but with the important 
difference that the treatment of the con- 
stituent parts will receive far greater con- 
sideration. As the frontiers of the statisti- 
cal data involved are pushed forward, it 
will be at once possible and more fruitful 
to attend further to the many theoretical 
difficulties. It is particularly encouraging 
to see the increased amount of attention 
given to the question as to just what it 
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does mean to take an aggregate of indi- 
vidual savings, and as to whether or not 
this is in truth equivalent to the aggregate 
of savings for the economic system. 

The paper by Merwin on the distribu- 
tion of wealth and income is a critical his- 
tory of the various attempts, dating from 
the 1890’s to the present time, to estimate 
the distribution of wealth and income. 
The various methods of estimate are dis- 
cussed in the second paper, by Charles 
Stewart. Another paper by Enid Baird, 
Bureau of Foreign and Domestic Com- 
merce, and Selma Fine, National Resources 
Planning Board, appraises the use of in- 
come tax data in the National Resources 
Committee estimates of the distribution of 
income by size. R. W. Goldsmith’s paper 
on volume and components of savings in 
the United States describes four methods 
of measuring savings and is interestingly 
discussed by M. A. Copeland. 

James G. SMITH 

Princeton University 


Ayres. Lzonarp P. Turning Points in 
Business Cycles. Pp. xiii, 214. New 
York: The Macmillan Co., 1939. $2.75. 
In this book the author claims to have 

established a regular sequence in the move- 

ments of strategic series during business 
cycles, and singles out some of the links 
in this sequence as “causes” of the cycles. 

The sequence established is: (1) flow of 

cash to banks during depression; (2) de- 

cline in short-term interest rates; (3) rise 
in bond prices; (4) an even longer rise in 
stock prices than in bond prices; (5) in- 
crease in new security issues; (6) flow of 
money into production of producers’ 
goods; (7) business prosperity; (8) out- 
flow of cash from banks; and from this 
point on, the same sequence is repeated 
in the unfolding of the depression. In this 
congeries of interdependent processes “the 
cause of business cycles seems to be the 
changes in the flow of new money into 
business enterprises” (p. 171), but this 
cause is in turn reducible to “the intricate 
monetary mechanism which has caused the 
long undulating movements in short-term 
interest rates which have resulted in the 
turning points in the cyclical movements 
of the security prices” (p. 171). 
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The statisticaı materials for establishing 
the sequence consist of a monthly index of 
business conditions and monthly series on 
bond prices, stock prices, short-term rates 
on commercial paper (all back to 1831), 
and on new security issues (back to 1865). 
These series are given in the appendix, and 
constitute, to this reviewer, the most val- 
uable part of the book. But one notes 
with regret that the author fails to provide 
in detzil the various components of these 
series, particularly of the index of busi- 
ness conditions. Other, shorter, series are 
presented in graphic form. 

The establishment of sequences in busi- 
ness cycles calls for (a) an accepted set of 
dates to indicate the turning points of 
cycles in general business conditions; (b) 
a method by which the dating of cycles or 
of their turning points in the various series 
to be studied can be established; and (c) 
a set of rules by which the turning points 
under (6) can be matched with those un- 
der (a) or among themselves. Mr. Ayres’s 
procedures are neither clear nor satisfac- 
tory in either of these respects. In order 
to establish cycles in general business con- 
ditions he recommends, for years before 
1919, a seasonally corrected monthly series 
relating to physical volume of industrial 
production, and suggests taking as the 
dates of turning points the months of high- 
est and lowest production for each pros- 
perity and depression period. But the in- 
dex af business conditions that he employs 
is an annual series of physical volume of 
production which prior to 1855 includes 
commodity prices; and which prior to 1877 
is converted to monthly units by interpola- 
tion indexes based upon bank clearings, 
commodity prices, and security prices. The 
author never explicitly states how he estab- 
lishes periods of prosperity and depression; 
how he selects the dates of cycles in series 
other than the index of business condi- 
tions; nor does he stress the fact that such 
dating must be independent of tnat for the 
index of business conditions if the tem- 
poral sequerces found are to have any 
meaning. Finally, the fact that, given sev- 
eral series, each marked by a large number 
of cycles of approximately the same av- 
erage duration, any sequence of a lead 
may be converted into one of a lag does 
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not seem to worry Mr. Ayres. He thus 
proceeds to state that cyclical troughs in 
interest rates lead the cyclical peaks in 
general business conditions, without indi- 
cating that the same two series could be 
brought into closer relation by establish- 
ing the lag of cyclical troughs in interest 
rates behind troughs in general business 
conditions. This lag of interest rates has 
been utilized in many a business-cycle the- 
ory as a causative element, as a sign that 
the mechanism governing interest rates 
does not function in prompt response to 
the market situation, permitting prolonged 
credit inflations and deflations 

The author thus oversimplifies the task of 
statistical generalization in this ani other 
ways—for example, by striking averages on 
the basis of a selected number of cycles 
and discarding others that are termed “un- 
usual.” His economic analysis is equally 
oversimplified A better acquaintance with 
the theoretical Lterature of business cycles 
might have prevented a too easy concep- 
tion of the task and too facile interpreta- 
tion of empirical sequence as causative re- 
lation. It might also have prevented the 
author from writing the two chapters that 
are not called for by the main thesis of the 
book. One, on consumer purchasing power, 
presents a “refutation” of the undercon- 
sumption theory, a discussion quite ineffec- 
tive because it overlooks the possible work- 
ing of the acceleration principle. The 
second, on pump-priming recoveries, con- 
tributes nothing to an elucidation of the 
implicit problem of the conflict between 
short- and long-term factors. 

Whether one does or does not agree with 
the substantive statements of the book 
concerning the essence of business cycles, 
one cannot accept the conclusions without 
continuous scrutiny, rechecking, and re- 
formulation. Considering the author’s high 
standing as a practicing economist and the 
low standards of quantitative and quali- 
tative analysis employed, the book is a dis- 
couraging testimony of the slowness with 
which the progress of statistical methodol- 
ogy and theoretical analysis in the study 
of business cycles spreads from academic 
circles to the wider realm of business men. 

Smon Kuznets 

University of Pennsylvania 
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TINBERGEN, J. Statistical Testing of Busi- 
ness-Cycle Theories Vol. I, A Method 
and its Application to Investment Activ- 
ity, pp. 164, 90¢; Vol. II, Business Cy- 
cles in the United States of America 
1919-1932, pp. 244, $1.25. New York. 
Columbia University Press, 1939. 


The presentation of the method of mul- 
tiple correlztion in Volume I should be 
profitable reading for students who have 
already had adequate training in mathe- 
matics and statistics; and the textual de- 
scription of Professor Frisch’s bunch-map 
method of testing for significance of mul- 
tiple regression parameters should also be 
grasped by scholars with elementary math- 
ematical training In addition to the in- 
teresting applications of this method in the 
text, the Appendix of Volume I contains a 
mathematical description of the construc- 
tion of bunch maps by Professor Frisch. 
Also, a good summary of the classical 
method of calculating standard error of 
regression coefficients 1s included 

Graphs show im time sequence the in- 
fluence on the dependent variable of each 
of the independent variables (one plotted 
above the other). Each problem studied 
is presented in this manner. The varia- 
tion associated with the variable account- 
ing for the largest part of the variance in 
the dependent variable is plotted just be- 
low the curve showing the actual data com- 
pared to estimated data based upon the 
regression equation. Then below these 
curves appear the three additional partial 
regressions plotted as time series, At the 
bottom is shown the deviations of actual 
from estimated values of the dependent 
variable. 

Three inveresting problems are worked 
out in Volume I to illustrate this method. 
The three examples relate to fluctuations 
in total investment, residential building, 
and net investment in railway rolling stock, 
with results that will be of interest to stu- 
dents of the trade cycle. For example, in- 
vestment activity in the United States of 
America, 1919-33, is “explained” by a re- 
gression equation in which the independent 
variables are profits, price of iron, short- 
term interest rate, share yields, and time. 
The data used for other problems included 
some from the United Kingdom, Sweden, 
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and Germany as well as from the United 
States, and for time periods extending into 
the nineteenth century. 

The philosophy behind this use of multi- 
ple correlation analysis is explained as fol- 
lows: Economic theory for business-cycle 
research needs to be made “dynamic.” A 
dynamic theory is one that deals with the 
short-term reactions of one variable upon 
others, but without neglecting the lapse of 
time between cause and effect. The equa- 
tions in which it is expressed relate to non- 
simultaneous events. For instance, to be 
made dynamic, the static concept of the 
functional relation between price and 
quantity supplied requires three things to 
be done. First, the relation must be ex- 
hibited in terms of cause and effect. Sec- 
ond, any time difference (lag) found to 
exist between change in price and change 
in quantity supplied should be mentioned 
explicitly. Third, if quantity supplied 
varies to an important degree through 
causes other than changes in price (for 
instance, through changes in cost or in pro- 
ductive capacity), the influence of these 
other causes must be shown, and not left 
concealed in a ceteris partbus clause; but 
minor causes, whose combined effects are 
small, may legitimately be ignored, the 
formulation being confined to exhibiting 
the influence of major causes only. 

Volume II applies the system of mathe- 
matical analysis described in the first vol- 
ume to the postwar trade data of the 
United States. It aims at determining, on 
the basis of existing statistics and with the 
help of the multiple correlation method, 
the more important quantitative relation- 
ships that have governed the economic 
system of the United States of America. 
Some forty equations are found, which are 

_ thought to represent the main character- 
istics of the mechanism of United States 
. business cycles. The combination of these 
equations by mathematical treatment 
(“elimination process”) yields one “final” 
equation, from which emerges the general 
nature of United States cycles. Because a 
large number of variables need to be han- 
dled a necessarily complex system of sym- 
bols is introduced, although an ingenious 
method of unifying and systematizing 
these symbols is used. Nonmathematical 
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economists will find their patience ex- 
hausted with the first few pages, not only 
because of these symbols but because the 
author plunges into a group of equations 
giving relationships without sufficient lit- 
erary explanation in each case. 
James G. SMITH 
Princeton University 


GRAHAM, Frank D., and Cmarres R. 
Waurrriesey. Golden Avalanche. Pp. 
xv, 233. Princeton: Princeton Univer- 
sity Press, 1939. $2.50. 

This book, according to the authors, is 
“designed to contribute in a modest way 
to an understanding of the present gold 
problem. It is to be regarded as an in- 
terim rather than a final report. Our chiet 
concern has been to present the facts, indi- 
cate briefly what our gold policy means to 
this country and the world, and suggest the 
probable consequences of pursuing various 
policies. . . . Every effort has been made 
to be impartial and, at the same time, to 
be realistic.” 

The first chapter gives statistics of the 
international gold movement, of gold pro- 
duction, and of present holdings of the 
leading countries. The second treats the 
twofold nature of the gold problem, 
namely, the excess of supply over need for 
it as determined by objective standards, 
and the maldistribution as among coun- 
tries, The third and fourth chapters dis- 
cuss the alleged and real reasons for the 
flow of gold to our country, and who is 
responsible for the present state of affairs 
—the foreign authorities or the United 
States. The next is devoted to an analysis 
of some of the principal advantages and 
disadvantages of the American gold poli- 
cies to our national economy; and is fol- 
lowed in the sixth chapter by an analysis 
of the bearing these policies have on our 
foreign policy. The conclusion of the next 
chapter is that the gold problem will not 
solve itself, and positive dangers are in- 
volved in a waiting policy. Consequently, 
the remainder of the book discusses the 
positive actions that may be taken, under 
various hypotheses, such as the retention 
of the present price of gold, the reduction 
of the present price, and the adoption of a 
fluctuating price. The conclusion, and 
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strong recommendation of the authors, is 
the desirability, if not the immediate ne- 
cessity, of adopting a variable price policy 
and of abandoning the fixed price for gold. 
Pains are taken to minimize the alleged 
disturbance which such a policy would in- 
ject into the foreign exchanges. 

The American policy in the present war 
is shown to be unneutral. “Our present 
gold policy, in fine, defies justification on 
any rational economic grounds. Whatever 
defense there is of it must rest on political 
considerations. Gold is the instrument 
whereby the United States, in effect, is to- 
day strengthening the economic, political 
and military position of the foreign powers 
opposed to Nazism.” 

The book is excellently prepared and 
carefully argued. It challenges the advo- 
vates of the return of the former gold 
standard, with its fixed gold prices and 
automaticity; it favors monetary manage- 
ment, through variation of the price of 
gold; it praises the English conception of 
monetary management, and belittles the 
American policy, our Stabilization Fund, 
and our contradictory philosophy. 

Ray B. WESTERFIELD 

Yale University 


Lester, RICHARD A. Monetary Experi- 
ments. Pp. xvii, 316 Princeton: 
Princeton University Press, 1939. $3.50. 
In his Foreword to Professor Lester’s 

excellent book, Professor E. W. Kemmerer 

remarks: “The principles of money have 
been discovered largely in the laboratory 
of history and are constantly being tested 

by practical experience. Consequently, a 

study of the experiences with money and 

monetary policy in the North American 
colonies and in the Scandinavian countries 
should not only be of interest to the lay- 
man but also of value to students of mone- 
tary science” One must indeed heartily 
agree with this assertion. But why has the 
author chosen two so widely separated pe- 
riods for his study of monetary experi- 
ments? He answers the question by saying 
that they have been “singled out for detail 
study because they are especially interest- 
ing and instructive, and because, in many 
cases, they were successful. Furthermore, 
most of them either have never been writ- 
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ten up before or have not heretofore been 
thoroughly analyzed.” 

Beginning with the Playing-Card Cur- 
rency of French Canada, the author gives 
a clear presentation of the leading cur- 
rency experiments in the American Col- 
onies While his sources are extremely 
varied, he has combined them very well, 
and pleasantly enough he has not hesitated 
to bring in a number of quite humorous 
quotations such as (in connection with the 
Continental currency issues): ‘Creditors 
tried to run away from their debtors—some 
even leaping from the windows of their 
homes or hiding in the attic—while debtors 
pursued them ‘in triumph’ and paid them 
‘without mercy.’” Furthermore, this sec- 
tion of the book is well illustrated, a thing 
which is quite unusual for treatises of this 
type. The charts and statistical tables also 
throw much light on the very practical 
currency problems of the pre-Revolution- 
ary period on this side of the Atlantic. 
Many experiments that were tried in those 
days are topics for discussion and practi- 
cal policies nowadays, and hence the au- 
thor turns quickly to the Scandinavian 
countries. 

Professor Lester begins this section with 
the Gold-Exclusion Policy in Sweden dur- 
ing the period from 1916 to 1919 and dis- 
cusses in this connection the Scandinavian 
Monetary Union, which was started’ in 
1873 and according to which “the gold 
coins and token coins of each of the three 
countries (Norway, Denmark and Sweden) 
were legal tender in all three of the coun- 
tries.” This gold policy might prove in- 
teresting to those who today are much con- 
cerned over the heavy inflow of gold to the 
underground vaults of Fort Knox. Again, 
it is dangerous to draw close parallels in 
this field. 

Professor Lester has previously written 
about the Swedish experiences with “man- 
aged money,” and in this book he again 
writes a very thoughtful story on this so 
widely publicized subject. It is to his 
credit that he, as an American economist, 
has taken the pains to learns to translate 
Swedish! This makes his study so much 
more valueble. For a change, the mone- 
tary policies of Norway, Denmark, and 
Finland are not forgotten. That is a re- 
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freshing thought, and one which should 
add importance to his good work. 
Erix T. H. KJELLSTROM 
Georgetown University 


Waicut, Leonard. The History and 
Mechanism of the Exchange Equalisa- 
tion Account. Pp. xiv, 191. New York: 
The Macmillan Co., 1939. $2 50. 


Mr. Waight believes that since the pub- 
lication in 1935 of Professor Hall’s well- 
known volume, The Exchange Equalisation 
Account, which he praises and frequently 
cites, there has arisen a need for a general 
textbook on the subject. In a clear style, 
free from excessive use of technical terms, 
he traces simply and rapidly the conditions 
which called for the Exchange Equalisation 
Account, and concisely examines the man- 
ner in which it has apparently functioned. 
By and large, he accomplishes his purpose. 
The book is almost wholly concerned with 
technique, and makes little attempt to deal 
with fundamental monetary theories or 
with basic questions of relationships with 
international trade and prices and the bal- 
ance of payments. One of the most in- 
teresting features is the attempt to explain 
how an inflow of foreign capital under cer- 
tain conditions nowadays may have a de- 
flationary rather than an inflationary effect. 

The study is none too objective. It ex- 
presses throughout a somewhat uncritical 
enthusiasm for the Exchange Equalisation 
Account, and even concludes that the or- 
ganization, in addition to its success in ex- 
change equalization, “has brought the 
country great benefits, not least the loan 
of vast sums of foreign money without se- 
curity at the lowest possible rate of in- 
terest,” thus providing British industries 
“the inestimable benefits of cheap money.” 
One worders whether in the preceding 
chapters this has been fully proved, and 
whether England’s enviable (?) financial 
and industrial conditions of recent years 
may be attributed, at least in part, to other 
factors. But the author’s pride is con- 
sistent, for one of his mottoes, printed on 
the title page, is: “We do not copy our 
neighbors, but are an example to them.” 
It is not surprising, therefore, that foreign 
criticisms, like those of Professor Charles 
Rist, are resisted. 
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This useful book would have been 
slightly more usable if the chapters had 
been given titles. It would be much more 
useful today if it included the experiences 
of the autumn of 1939. But for this, of ` 
course, the author is not to be blamed; he 
signed his preface in April. Perhaps his 
next edition will include wartime changes. 

Joun DONALDSON 

George Washington University 


CoMMAGER, Henry STEELE, and ALLAN 
Nevins (Eds.). The Heritage of Amer- 
ica. Pp. xxiv, 1152. Boston: Little, 
Brown & Co., 1939. $4.00. 


The task which Dr. Nevins and Dr. 
Commager have set themselves makes up 
in difficulty for what it lacks in novelty. 
To present history with a minimum of ob- 
jective analysis and a determination to let 
eyewitnesses tell their own—and presum- 
ably, the whole—story poses vast obstacles. 
The greatest value of contemporary docu- 
ments lies in their wealth of intimate par- 
ticulars. Inevitably, then, a chronicle 
composed of them must prove either un- 
bearably long or fatally fragmentary. 
There is no middle way between prolixity 
and sketchiness, between too much detail 
and too little cohesion. 

This thorny situation has been handled 
by the authors with all the dexterity one 
would expect of them, and the result is as 
satisfactory as the limitations of the genre 
permit. The early sections, due to the 
paucity of the kind of sources to which 
the editors have confined themselves, seem 
thin and unreal. Certainly one cannot gain 
here any adequate picture of the centuries 
from Leif Ericson to the Revolutionary 
War. But as we approach the present day, 
this bareness is gradually mitigated. More 
people are committing their acts and 
thoughts to paper; their language and emo- 
tions are more like our own. So the un- 
derlying drama strikes a responsive chord; 
and at last there emerges the three-dimen- 
sional portrait for which even editors 
strive. 

Particularly animated with the sense of 
reality, of the immense adventure which 
these United States have been, are those 
sections devoted to “Sailing and Whaling,” 
“Social Life in the Eatly Republic,” “Man 
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the Reformer,” “Westward the Course of 
Empire,” and “Behind the Lines.’ From 
these, by reason of the authors’ encyclo- 
pedic information and the artfulness of 
their selection, one gets a firm feeling of 
the genius of America, of the harmonious 
conquest of a continent by a group of di- 
verse races somehow fused by the unify- 
ing impact of our customs, laws, and eth- 
ics. One comes away from this book with 
a new confidence that we have succeeded 
in building both a nation and a civiliza- 
tion, bottomed on the supreme integrity of 
the individual. 

One needs only to compare this work 
with American Memory, by Henry Beston, 
so like it in purpose, so different in empha- 
sis, to realize how successful the authors 
have been in capturing the essence of our 
scene. ALPHONSE B. MILLER 

Philadelphia 


HENDRICK, Burton J. Statesmen of the 
Lost Cause. Pp. xvii, 452. Boston: Lit- 
tle, Brown & Co., 1939. $3.75. 

In the grip of a master, history may be- 
come many things. By the exercise of his 
magic, he makes it interesting, even thrill- 
ing. It encroaches amiably on many other 
fields of science, and seems sometimes on 
the point of absorbing completely econom- 
ics, sociology, even ethnology. But never 
by any chance can it be at once simple and 
accurate. Pat analyses, exact evaluation 
of motives, a nice division between the 
sheep and the goats, these are the stigmata 
of one whose passion for orderliness has 
overcome his sense of objectivity. What 
he has to say is properly and emphatically 
suspect. 

I find it necessary to swing this red light 
before I venture to admit how entertaining 
and thought-provoking I have found Mr. 
Hendrick’s latest work. 

The author’s basic thesis is that Seces- 
sion failed because there were fatal schisms 
in the South, not because the power or 
will to victory existed in the North. He 
claims that the true spirit of disunion in- 
spired the neuveaux riches of the Gulf 
States alone, the fire-eating Democrats; 
while a deep love for the original ccmpact 
persisted among the Old Families, not to 
be wiped out even by four years of strife. 
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The latter went along, but their hearts 
were divided; and consequently they gave 
aid (even though subconsciously) to those 
who, for any reason, were opposed to a 
strong central government and a unified 
war effort. 

To prove his thesis, Mr. Hendrick reads 
into the minds of distracted, faltering hu- 
mans a measure of clear decision which 
simply was not there. For example, in try- 
ing to polish the antithesis between 
Toombs and Davis, the author, speaking 
of the Compromise of 1850, generalizes 
loftily: “Davis opposed the admission of 
California with a no-slavery constitution, 
but Toombs favored such admission. 
Davis fought the admission of New Mex- 
ico as a territory without making it a 
slave country; Toombs was willing to 
leave that question to local determination. 
Davis opposed attempts to eliminate the 
slave trade for the District of Columbia; 
Toombs favored such prohibition... . Da- 
vis, Yancey and Rhett . . . even in 1850, 
were the advocates of Southern independ- 
ence and a Southern Confederacy; ... the 
Toombs-Stephans coalition were believed 
in the existing natural system.” 

But has not the author gone astray in 
his love for well-made narration? In the 
famous speech which Toombs delivered in 
Congress during January 1850, he said: “I 
do not hesitate to avow before this House 
and the Country that if by your legislation 
you seek to divide us from California and 
New Mexico, and to abolish slavery in this 
District, thereby attempting to fix a na- 
tional degradation upon half the States of 
this Confederacy, I am for disunion; and 
if my physical courage be equal to it, I will 
devote all I am and have to its consum- 
mation. . . . Let discord reign forever!” 
Hardly the words of a fervent unionist! 

Likewise, in an effort to explain patly 
the tangled, obscure causes which made 
Jefferson Davis president of the seceding 
states, Mr. Hendrick presents a hypothesis 
which depends for its validity on the as- 
sumption that the assembled politicians 
were childlike in outlook, easily deceived 
by appearances, and, above all, in ignor- 
ance of the views of their fellow legis- 
lators, when all they needed to discover 
them was to rap at the next door. 
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Wher the author does not feel so 
strongly the siren call of craftsmanship, 
the call to produce a masterpiece of his- 
torical bijouterie, he is on safer ground. 
What he has to say sheds a bright light on 
the inadequacies of Confederate planning 
and behavior. Mr. Hendrick’s analyses of 
such men as Benjamin, Slidell, and the lit- 
tle known Henry Hotze, of such negotia- 
tions as those with Napoleon III, Lord 
Jchn Russell, and the banker Erlanger, 
constitute a handsome contribution to an 
understanding of the period. 

' ALPHONSE B MILLER 

Philadelphia 


BURDETTE, FRANELIN L. Filibustering in 
the Senate Pp. ix, 252. Princeton: 
Princeton University Press, 1940. $2.50. 


Dr. Burdette has written a comprehen- 
sive account of “the fine art of obstruc- 
tion from John Randolph to Huey Long 
—and after” in his Fitbustering in the 
Senate. 

In 2 colorful and frequently humorous 
manner, the author brings to life filibuster- 
ing incidents that have attracted the at- 
tention of the student of politics as well as 
the layman. When Senators talked with- 
out limit or relevance, was the Senate a 
celiberative body, or rather a stage for 
physical contests? The reader can visual- 
ize the legislative drama when LaFollette, 
Sr. held the floor for eighteen hours aided 
by thirty-two roll calls, in. spite of the 
effects of a poisoned egg drink; when 
Smoot of Utah talked on and on for eleven 
hours virtually without interruptions; 
when eighty-year old Gallinger of New 
Hampshire held the floor continuously for 
seven hours; when Huey Long treated the 
Senate to an extraordinary jargon of words 
in his fifteen-hour performance in 1935. 

Other instances not so well known are 
narrated in their proper historical settings. 
These filibusters were frequently con- 
ducted under parliamentary rules through 
which Senators attempted to conceal the 
fact that they were obstructionists. 

Filibustering is critically examined as 
part of our democratic form of govern- 
ment in its many phases—as a parlia- 
mentary device, as an issue of free speech 
versus limited debate, as a problem of 
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majority-minority rights, and as a political 
instrument. ` 

The author shows good judgment in de- 
tailing in this well-constructed narrative 
the attempts made to restrict unlimited de- 
bate in Senate history. Two basic tech- 
niques have always been available to those 
who wished to counteract filibustering tac- 
tics: (1) full utilization of rules, and (2) 
prolongation of sessions of the Senate. 
Before 1908 no important interpretation 
of the rules primarily designed to oppose 
filibustering was adopted. In 1917 the 
famous Cloture Rule was passed after 
President Wilson’s statement against “that 
little group of willful men.” This rule re- 
quiring a two-thirds vote was applied thir- 
teen times but adopted on only four occa- 
sions, despite the numerous filibusters since 
cloture has been possible. Nor has the 
adoption of the Twentieth Amendment put 
an end to filibustering at the close of the 
sessions, whereas the provision for limiting 
debate to ten hours under certain circum- 
stances in the Reorganization Act of 1939 
was accepted by the Senate “with a tran- 
quility a little short of amazing.” 

The author’s suggestion of a “majority 
cloture applicable upon a particular meas- 
ure after unlimited debate for a specified 
minimum number of days” administered 
“by legislators with a keen sense of public 
responsibility’—if achieved—would go a 
long way toward alleviating the problem. 

Dr. Burdette has added an important, 
scholarly volume to the literature on the 
Senate of the United States, which in its 
specialized field should be placed beside 
the recently published notable contribution 
by George H. Haynes. 

BELLE ZELLER 

Brooklyn College 


WELLS, Rocer H. American Local Gov- 
ernment, Pp. xii, 200. New York: Mc- 
Graw-Hill Book Co., Inc, 1939. $1.50 


It must be at least thirty years since we 
had a short and comprehensive volume on 
American local government. This book by 
Professor Wells, author of a similar work 
on Municipal Government under the Wei- 
mar Republic, is an excellent volume which 
justifies the kind words that are spoken 
about it in Professor Fritz Marx’s intro- 
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«duction. ` The author has drawn heavily - 


upon the publications of the National Re- 
sources Committee and of the’ various 
“1313” organizations at Chicago. 

One of the features of Professor Harold 
Zink’s recent book on City Government 
which met with universal acclaim, and 
which it might be well to note at this 
point, is a new technique of scholarship 
which seems to have developed what bids 
fair to revolutionize in a most progressive 
manner the business of preparing textbooks 
and books for public consumption. Public 
agencies such as the Resources Committee, 
and semipublic agencies such as the Public 
Administration Clearing House, are per- 
forming the preliminary task of discover- 
ing problems and preparing extensive ma- 
terials on them; the competent scholars 
are then permitted to devote their talents 
to the constructive task of presenting 
such materials to the public in compact 
form. 

Professor Wells begins properly with an 
analysis of local government, which he de- 
fines in such a way as to exclude the state 
governments. Applying the criteria of 
function, of area, and of self-government, 
he arrives at the conclusion that local gov- 
ernment umits consist of the counties, in- 
corporated places, towns and townships, 
school districts, and other such districts 
enumerated by Anderson in his classifica- 
tion. A rapid survey of his first chapter 
indicates that the problems of local gov- 
ernment in Professor Wells’s mind are mal- 
distribution of population, of resources, of 
wealth, and of community facilities, a pro- 
gressive deterioration in the quantity of 
the population, and a differential lowering 
of standards of living which have resulted 
in remedial action on the part of state and 
national governments whereby the tradi- 
tional balance of power between these 
units has been disturbed. 

In his chapters on the Citizen and Local 
Government, Wells reaffirms the judgment 
of many observers that civic indifference 
is growing and that, notwithstanding the 
extraordinary assistance rendered citizens 
by means of governmental research, adult 
education, local forums, and so on, political 
parties oriented toward-national pclitics but 
organized on a local basis still hinder the 
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effective and intelligent expression of the 
public will. 

In Chapter Three the author considers 
the problem of areas and structures, and 
by his very enumeration of wits and re- 
lationships indicates the need for a drastic 
reorganization of these units on a uniform 
basis. The Federal Government is cred- 
ited with initiative and wise direction in 
the attainment of financial stability, ade- 
quate welfare, efficient engineering enter- 
prises, improved personnel, and construc- 
tive planning. One of the most interesting 
sections in the book is Wells’s page on the 
co-operative solution to the problem of lo- 
cal government (page 131). 

As is the case with all works which are 
concise, this volume omits consideration of 
many problems that students of local gov- 
ernment care to have discussed; but I, for 
one, welcome the publication of a book 
that does not repeat the bearded tales of 
James Bryce, Gilbertson, and Lincoln 
Steffens. 

Roy V. PEEL 

Indiana University 


Occ, Freperic Austin. European Gov- 
ernments and Politics. 2nd Ed. Pp. 
viii, 936. New York: The Macmillan 
Co., 1939. $4 25. 

The political science profession has long 
been indebted to Professor Ogg for his 
thorough and complete textbooks on Amer- 
ican and European governments. Written 
to fill large and important needs in the 
teaching of basic courses, these widely 
used books have been revised and kept up 
to date. The book under review, dealing 
with the governments of the principal Eu- 
ropean countries, has had a wide and suc- 
cessful use since its first appearance in 
1934, and is now presented to us in a sec- 
ond, thoroughly revised edition. 

The task of analyzing and portraying 
the forms and functions of so many great 
governmental systems is difficult and ardu- 
ous. But Professor Ogg, with his years of 
background and experience in these fields, 
plus his great ability in collecting and di- 
gesting the extensive literature in such a 
wide field, is able not merely to pull vast 
quantities of significant data together in 
logical order, but also to give to his syn- 
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thesis penetration, wise observation, and 
sound conclusions. 

It is rot difficult to find fault with the 
author's distribution of space among the 
various countries. Out of 916° pages of 
text, twenty chapters, or 398 pages, are 
devoted to the British section, which is 
“largely adapted” from the author’s Eng- 
lish Government and Politics. This is 
nearly half of the book, while Soviet Rus- 
sia is dezlt with summarily and quite in- 
adequately in only 57 pages Germany is 
allotted 195 pages, only about 90 of which 
deal with the Nazi system. Here the au- 
thor’s dscision to give 75 pages to the 
Weimar system is, in the reviewer's opin- 
ion, sour.d and commendable But such a 
choice necessarily restricted his treatment 
of the present regime. 

One could also differ with Professor Ogg 
about hrs opinion of proportional repre- 
sentatior and its effect in undermining the 
German democratic system (p 728); or 
he coulé wonder why no attention at all 
was giver to the French colonial empire or 
to Nazi foreign policy. But considering 
the work as a whole, one would be cap- 
tious indeed if he allowed such disagree- 
ments ta minimize the general excellence 
and scholarly quality of the whole book. 
This new edition of a standard work has 
been carefully edited and well indexed, and 
in every respect is an up-to-date and highly 
useful addition to the field 

James K. PoLLOCK 
- Univezsity of Michigan 


ZIEGLER BENJAMIN Munn’ The Inter- 
national Law of John Marshall Pp. xii, 
386 Chapel Hill: University of Nozth 
Carolina Press, 1939. $3.50. 


“Why another book on John Marshall?” 
The author answers his own question in 
the expression of the hope “that it will find 
a place as a necessary supplement and 
complement to the many works already 
published dealing with John Marshall, and 
that as a study of first principles of the 
law of nations, it can in a small measure 
at least act as a beacon of hope and guid- 
ance in the development of these newer 
principles which chart the course of prog- 
ress » 

The took deals with the entire sphere of 
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the conventional international law from 
Grotius to Marshall’s time and with Mar- 
shall’s influence upon his contemporaries 
and edigones. It might well be classified 
as a scholarly study of the evolution of 
modern international law in theory and 
application. It expounds or quotes gen- 
erously from Grotius, Bynkershoek, Pufen- 
dorf, Vattel, Blackstone, and others, as 
sources from which Marshall has drawn. 
It refers copiously to Story, Kent, Whea- 
ton, Stowell, and others, as collaborators, 
supporters, or followers of Marshall, as 
the case may be. 

There are times when the reader cannot 
but wonder whether the author is using 
the subject matter of international law for 
the purpose of extolling Marshall’s contri- 
bution to that field of the law, his patri- 
otism his intellectual capacity, his hon- 
esty. There are other times when one has 
to struggle against the thought that Mar- 
shall becomes a convenient shield for the 
learned treatment of the law of nations, 
which seems to go far beyond Marshall’s 
connection with or influence upon the mat- 
ter. 

Neither the Marshall nor the law of 
nations presented in the book is new or is 
claimed to be new; what is new is the 
setting in which Marshall, as we know him 
from other writings, examines, expounds, 
applies, and expands the international law 
of the time as he knew and we know it 
from many works. But that aspect in it- 
self should suffice to assure for the book a 
permanent place among the Marshalliana 
as well as in the basic literature on the 
history of the attempts to establish what 
we call international law. 

JoHANNES MATTERN 

Johns Hopkins University 


Happow, ANNA. Political Science in Amer- 
ican Colleges and Universities, 1636- 
1900. Pp. xiv, 308. New York: D. 
Apozleton-Century Co., 1939. $2.50. 
Political science is the foster child of 

mora! philosophy. When Aristotle referred 

to it as the queen of the sciences he had in 
mind a broader content than is normally 

given to the term today. There is indeed a 

good deal to be said for the view that the 


_divorce of the social sciences from moral 
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philosophy and more recently from political 
economy ha3 done much not only to devi- 
talize the subject but to give aid and com- 
fort to the Machiavellian thesis that politics 
has nothing to do with ethics. It is an open 
question whether the science of politics can 
be best advanced by a progressive fragmen- 
tation of the field such as characterizes 
teaching and research today or by return- 
ing once again to the frame of reference of 
an Aristotle, an Adam Smith, a Jeremy 
Bentham, or a Thomas Hobbes. When we 
say that man is a political animal, we mean 
that he seeks security and prestige through 
power. From this point of view the stu- 
dent of political science must embrace 
within his field of interest all those forms 
of social action in which this striving for 
prestige and power is manifest. In this 
sense politics is an important aspect not 
only of state management but also of the 
organization and management of the family, 
the church, the trade union, and modern 
corporation as well. The reconciliation of 
this struggle for power with the limitations 
imposed by ethical and moral standards 
prevailing in the community becomes then 
the central problem of political science. If 
this is so, then the modern divorce of po- 
litical science from economics, philosophy, 
history, psychology, and sociology must be 
viewed as a betrayal of its high destiny. 
How this divorce has come about may be 
seen from a reading of Miss Haddow’s 
most interesting book. In a letter dated 
at Boston, September 26, 1642 we find 
mention of a three-year course of study 
“in the Colledge at Cambridge in Massa- 
chusetts Bay” in which all classes devoted 
Monday and Tuesday to philosophy, in- 
cluding “ ethicks and politicks.” Again at 
William and Mary College in the early 
eighteenth century “under the title of 
ethics the professor of moral philosophy 
... treated of the rights and duties of the 
state, the subject matter of natural and 
civil law.” In other American colleges the 
same was true. The study of politics was 
intimately and inextricably associated with 
the study of natural and moral philosophy 
and no sharp distinction was made between 
the various branches of social science. 
Fragmentation began in the early nine- 
teenth century, when “political philosophy” 
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appeared as separate and distinct from 
moral philosophy, although political philos- 
ophy, continued to embrace political econ- 
omy as well as the law of nations and 
American constitutional law. The classical 
alliance of ethics and politics persisted, 
however, for at Amherst in 1822 seniors 
were taught Paley’s Moral Philosophy and 
Vattel’s Law of Nations, along with 
Whalan’s Political Economy as the‘r intro- 
duction to political science. An amusing 
illustration of the early hostility to speciali- 
zation is found in the experience of Pro- 
fessor Burgess at Amherst as late as 1875. 
Burgess proposed to give a course on the 
history of the political development of 
Europe from the downfall of the Roman 
Empire, listed in the catalogue as “‘history 
and political science.” His fellow faculty 
members, however, opposed this on the 
ground that “he was narrowing the field to 
an excessive degree.” What would those 
venerable gentlemen have said concerning 
a contemporary political science program 
which not only narrows the field to very 
short intervals of time but provides a func- 
tional fragmentation carried to such an ex- 
tent that students are in fact taught more 
and more about less and less? 

Those who believe that this unified ap- 
proach tc political science was too remote 
from, and made the students indifferent to, 
the insistent problems of their own day 
need only to examine the theses and sub- 
jects of disputation with which students 
were concerned. Alongside such subjects 
as “Is Temporary Dominion founded on 
Grace?” (1715, negative maintained), “Is 
the Voice of the People the Voice of God?” 
(1733, affirmative maintained), we find 
such topics as “Does the Issue of Paper 
Money Contribute to the Public Good?” 
(affirmatively argued, 1728), “Is the 
Abundance of Paper Money received from 
the Neighboring Colony a serious Hin- 
drance ta our Commerce?” (affirmatively 
argued, 1738), and “Can the New Pro- 
hibitory Duties which make it useless for 
the People to Engage in Commerce be 
Evaded by Them as Faithful Subjects?” 
(argued in the affirmative, 1765, by none 
other than Elbridge Gerry). Many of the 
topics discussed have a striking contem- 
poraneous flavor, as, for example, “After a 
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War has been Declared by the Government 
should every Private Citizen enquire into 
its causes and perceive its Equity before he 
takes up Arms?” (negatively maintained, 
1738), and “Is Capital Punishment as Ef- 
fective in Deterring Men from Crime as 
Sentences to Hard Labor for Life?” (nega- 
tive, 1763). The foregoing themes from 
Harvard can be matched by others dis- 
cussed elzewhere. Almost from the begin- 
ning, toc. a great deal of attention was 
given to the theory and practice of Ameri- 
can constitutional government, with The 
Federalist Paper, Rawle’s View of the Con- 
stitution, Story and Kent’s Commentaries, 
and Francis Bowen’s Documents of the 
Constitution among the leading texts. For 
those wko have only recently discovered 
Americar administrative law, it is inter- 
esting to note that Furman Sheppard’s 
Constitutional Textbook published in 1855, 
had as its subtitle “Portions of the Public 
and Adrinistrative Law of the Federal 
Government.” 

It was perhaps inevitable that the close 
alliance =f moral philosophy and politics 
should stimulate instruction of a definitely 
propagandist nature; but there was a cer- 
tain honesty about this explicit declaration 
of moral principles, too often lacking today. 
Thus, the laws of Brown University in 1850 
provided that the subject of moral philos- 
ophy “shall not be taught merely as a sys- 
tem of abstract rules but the professor 
shall make it his object to eradicate error, 
inculcate ethical truth, and enforce moral 
obligations . . . the course in political 
economy will explain the nature of na- 
tional wealth, the laws of accumulation and 
the principles by which national prosperity 
is governed; compare the economical in- 
stitutions of various countries .. . thus en- 
abling tke student to form for himself a 
correct opinion on those important subjects 
in this department which force themselves 
upon tke attention of an enlightened 
people.” Thomas Jefferson, staumch ex- 
ponent of free speech, was nevertheless 
cautious about allowing heretical doctrines 
to be taught at the University of Virginia. 
He was much concerned with finding a pro- 
fessor who-would not corrupt the youth 
with Federalism, and proposed “to guard 
against tae disseminators of such principles 
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among our youth and the diffusion of that 
poison by a previous prescription of the 
texts to be followed in their discourses.” 
The texts he suggested included Sydney’s 
Discourses, Locke’s Essay on Civil Govern- 
ment, The Declaration of Independence, 
and The Federalist. With most of this 
Madison agreed by remarking that “after 
all the most effectual safeguard against 
heretical intrusions into the school of 
politics will be an able and orthodox pro- 
fessor whose course of instruction will be 
an example to his successors and may 
carry with ıt a sanction from the Visitors.” 
At the March meeting of the Visitors in 
1825 a resolution was adopted “to pay 
especial attention to the principles of gov- 
ernment which shall be inculcated and to 
provide that none shall be inculcated which 
are incompatible with those on which the 
constictutiors of this State and of tke 
United States were genuinely based in the 
common opinion.” 

Although Miss Haddow brings her story 
only to 1900, Professor William Anderscn 
has added @ chapter on more recent trends. 
Although this book does not raise the issue, 
we may well ask whether the one hundred 
thousand or more college students today 
receiving some instruction in political 
science are better served by concentration 
upon narrow and special fields than they 
were by instruction in the more compre- 
hensive subjects of moral philosophy, 
political economy, and world history. Is it 
too much to say that the present word 
crisis is, in part at least, due to the divorce 
of ethics and politics, to the abandonment 
of training in moral philosophy as a basis 
for civic leadership, and to the progressive 
narrowing of vision associated with en 
undue fragmentation of knowledge? 

PETER H ODEGARD 

Amherst College 


Locxry, Josera Byrne. Essays in Pas- 
Americamsm. Pp. 174. Berkeley: Uni- 
versity of California Press, 1939. $2.00. 
The essays collected in this volume have 

all been published during the years 1925 

to 1938. They cover a great variety of 

topics. Two of them are general analyses 
of the meaning of pan-Americanism, and 
of the relations between pan-Americanism 
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and imperialism. Others are short ac- 
counts of a practically unknown pan- 
American scheme presented ky William 
Shaler in 1812 and of the paa-American 
policy of Secretary of State Blaine. 
Others are historical narrations of the in- 
trigues of the Spanish captain José Alvarez 
de Toledo in Texas, Louisiana, and West- 
ern Florida, the “diplomatic futility” which 
characterized the first twenty-five years of 
relations between the United States and 
Central America, and the origin of the 
agreement of 1846 between the United 
States and New Granada by which the 
former obtained free transit of the Isthmus 
of Panama in return for a guarantee of 
the sovereignty of New Granada over the 
Isthmus. 

The foundations on which pan-American- 
ism rests the author finds in independ- 
ence, representative government, territorial 
integrity, law instead of force, noninterven- 
tion, equality, and co-operation. He ad- 
mits, of course, that there hav2 been fre- 
quent infringements of several of these 
principles, but maintains that those have 
left unimpaired the principles as such. 
Professor Lockey is certainly right when 
he stresses that “pan-Americanism was the 
choice of the United States rather than 
imperialism” (p. 158)—in spite of actions 
which sometimes seemed to be zhe opening 
phases of an imperialistic policy. He must 
be congratulated upon his very opportune 
campaign against “the use of imperialism 
. .. as a catch-all for everything hateful” 
—a use which “leads to muddled thinking” 
(p. 157). It cannot be denied, on the 
other hand, that the United States inter- 
ventions in Caribbean countries—justified 
by “common sense” though they may have 
seemed to many—have gone far toward 
creating the impression that the United 
States did pursue imperialistic aims, and 
that they have profoundly affected the at- 
titude of the Latin American nations to- 
ward the United States and pan-American- 
ism. Even today, after seven years of 
official and consistent “Good Neighbor 
policy,” this impression is far from being 
eradicated. 

On the other hand, can “representative 
government” really be considered as one of 
the foundations of pan-Americanism, in 
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view of the fact that in so many Latin 
American nations it always has constituted 
a purely theoretical and often not too sin- 
cere ideal of the governing circles, with- 
out even approaching realization? Other 
authors have rather considered personal- 
ismo and caudillismo as common features 
of Latin America’s political organization. 

It is interesting and correct that Profes- 
sor Lockey limits his treatment of pan- 
Americanism, as far as the past is con- 
cerned, to purely political factors, without 
including any cultural or economic features. 

A very interesting essay deals with 
“Bolivar After a Century.” It stresses a 
mostly neglected aspect of the liberator’s 
political thinking, i.e., his desire to assure 
the independence of the American nations 
by a close alliance with Great Britain, thus 
creating a balance of power which would 
immensely enhance Great Britain’s influ- 
ence in the New World and finally lead to a 
unification of the world The memoran- 
dum in which this idea was first expressed 
was written in 1826, shortly before the 
Panama Conference. Pan-Americanism and 
world politics in general would probably 
have taken a very different turn had 
Bolivar’s dream materialized. 

Ricwarp F. BEHRENDT 
University of Panama 


Jones, CHEsTtTER Lioyp. Guatemala, Past 
and Present. Pp xii, 420. Minneapolis: 
University of Minnesota Press, 1940. 
$5.00. 

Dr. Jones has been a student of Carib- 
bean affairs for a long time, and thus 
brings ripe scholarship to his new volume. 
Guatemala, Past and Present essays to give 
an account of the political, economic, and 
social development of that interesting Cen- 
tral American country. The task has been 
well done, with the result that this is the 
best book that has appeared so far on 
Guatemala. It is based on the works of 
Guatemalans and foreigners, with occa- 
sional reference to primary sources of 
colonial times and extensive use of more 
recent government publications. 

The section on political development 
traces the history of the country from dis- 
covery to the present, placing emphasis on 
the national period, in which the role of 
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the varicus dictators has been detailed. 
The Spanish colonial regime, the bloodless 
achievement of independence, the relations 
with other Central American states, and 
the struggles for constitutional and popular 
government are treated in tum 

The second section discusses the eco- 
nomic advance of the country. Each chap- 
ter traces its story from colonial times to 
the present. Labor, land, and crops are 
studied and analyzed in all their phases. 
The laws and regulations of the colony and 
the republic on these subjects are ex- 
amined, and the extent to which they were 
obeyed oz disregarded is indicated. The 
present situation and the future prospects 
of the resublic in regard to these factors 
are consicered. The remaining chapters of 
this secticn deal with the public debt, cur- 
rency, an= public services in considerable 
detail. The economic discussion is exten- 
sively supplemented by statistical tables 
and grapas which contribute to a fuller 
understanding of the actual conditions in 
Guatemala. . 

The firal section deals with the social 
life in the colony and the republic. There 
are chapters on the racial composition of 
the population and on the educational ad- 
vancement. The interests and activities of 
the people are described, and a compre- 
hensive picture of life in the country today 
is given. In a concluding chapter entitled 
“Tf I were Dictator,” the author writes in 
defense of dictatorship. He summarily 
surveys the Guatemalan scene—its geo- 
graphic features, its human characteristics, 
and its political and social developments, 
factors which the dictators cannot change 
—and concludes that dictatorship is inevi- 
table and that it is not to be wholly con- 
demned. 

The volume is illustrated by a large 
number of well-reprcduced photographs of 
Guatamalan life, but it is noted that half 
of them are from Chichicastenango and the 
region of Lake Atitlan. Two good maps, 
one physical and one political, would have 
added meterially to the usefulness of the 
work. Aa extended bibliography and nu- 
merous footnotes are included. Dr. Jones 
and the University of Minnesota Press are 
to be congratulated on making this most 
welcome and satisfactory contribution to 
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the body of literature on Central Amer- 
ica. 
Roscoe R. HiL 
Weshington, D. C. 


LUNDBERG, GEORGE A. Foundations of So- 
ciology. Pp. xx, 556 New York: The 
Mecmillan Co., 1939. $3.50. 

“This book is largely an exposition of 
the advantage of assuming that societal 
phenomena can best be comprehended in 
terms of gradational and quantitative cate- 
gories and units” (p. 366). Allusions to 
essenzes and insight, to motives and ethi- 
cal control, are dismissed as vague verbal 
gestures.. What we know are habits of re- 
sponse developed in a physical environ- 
ment (p. 203). Organisms, groups, and 
institutions are mechanisms for transform- 
ing energy and equilibrating forces within 
certain fields. The objectives of Lund- 
berg’s study are (1) to summarize estab- 
lished sequences and correlations of inter- 
human behavior, and (2) to develop a 
framework within which formulations can 
be tested (p. 103). 

Having courted positivism in the first 
half of the book, the author sets up bis 
hypotheses of societal processes and struc- 
tures. Communication by preferred sym- 
bols is basic. This brings association 
and/or dissociation of individuals in 
groups. Members thus gain status, which 
they tend to maintain. Populations as- 
sume spatial patterns and institutional ar- 
rangements, which further affect their 
components Change, or shift in time, 
produces new tensions and adjustments, 
together with knowledge of reliable means 
to secure satisfaction. Accurate descrip- 
tion of typical social situations and be- 
havior “in terms of characteristics of peo- 
ple in space and time” thus supplies a 
scientific basis for sociology (p. 459). 

To explain his position, Lundberg fre- 
quently quotes Cooley and Sorokin ap- 
provingly. By contrast, he cites MacIver, 
usually in opposition. Examples of prom- 
ising topological and quantitative treat- 
ment are taken from studies by Moreno 
and Chapin ‘The principal support for 
many statements is reference ‘to Dodd’s 
Dimensions of Society. Since the reviewer 
has not yet had opportunity to consult that 
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work, he cannot weigh the eviderce. That 
is unfortunate, because Lundberg osten- 
sibly bases his definitions upon operational 
procedure (pp. 58 ff.). So, Foundations 
may be assumed to rest upon experimental 
ground. This is doubtful, 

The excellent bibliographic notes indi- 
cate that Lundberg has read widely in 
scientific literature and is acquainted with 
statistical technique However, much of 
the discussion about methods of physical 
science seems unnecessary in developing a 
framework for social investigaticn. Those 
methods are either known and applied by 
sociologists or they are unfamiliar and use- 
less. Paraphrasing common terms in 
mathematical symbols does not edd clarity 
and depth to explanation for persons who 
cannot read curves and equations. In fact, 
some formulae thus expressed ere merely 
esoteric signs for the cognoscenti. (Pace, 
Pareto!) It is difficult to find units that 
measure the variables, and then to solve 
for quantitative results. In such cases, 
elegant and modish diction merely cov- 
ers ignorance or hidden assumptions. 

It may be admitted that sociologists have 
often leaped from loose description to 
vague generalization and soulful preaching. 
Certainly, more careful sampling, more 
searching analysis of elements involved, 
and more precise statement of usable re- 
sults are needed in our field. Lundberg 
has vigorously urged such improvements. 
However, few teachers could use Founda- 
tions for beginners. The book requires 
preparation in methods of exact science, 
and some acquaintance with recent phi- 
losophy. Otherwise, young students might 
be proselyted to a new and untried religion 
à Penvers. 

Howarp WooLston 

University of Washington 


Creepy, F. Human Nature Writ Large. 
Pp. 484. Chapel Hill: University of 
North Carolina Press, 1939. $300. 

This volume is somewhat of a mixture, 
as the title suggests. An earnest attempt 
on the part of this reviewer to list the in- 
gredients yields the following list: (1) 
social psychology à la McDougall, (2) so- 
ciology à la Pareto, (3) economics à la 
Veblen, (4) Christian homiletics, and (5) 
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“a mathematical theory of society” and a 
system of verification by means of sym- 
bolic logic. A few illustrative quotations 
wll have to suffice as to the nature of the 
subject matter on which I base some of 
the above statement: 


‘Our central thesis (from one point of 
view) is that there are certain Absolute 
Values (or primal psychologic urges) such 
as self-preservation, reproduction, co-opera- 
tion with others, creative intellectual ac- 
tivity (reason) necessary to the survival of 
the species, whose non-conflicting realiza- 
tion must therefore be the purpose of so- 
ciety. . . . There would be no great dif- 
ficulty in admitting that the mythology of 
a primitive tribe is thought by its members 
to supply reasons for their actions. . . . It 
is one of the principal objects of the pres- 
ent work to prove that this is equally true 
ir. our own Western society” (p. 9}. 

“Man is not like an animal, willing to 
sleep in the sun when his physical needs are 
satisfied, but desires constant activity. For 
this purpose he desires various forms of 
play activity, bargaining in business, war, 
conspicuous consumption, etc., which dis- 
sipate his excess energies. These are use- 
less and even harmful, and if it were pos- 
sitle to find some means of employing 
excess energy which would be useful, the 
happiness of humanity would be immensely 
increased, It is suggested that the aim of 
diminishing human evil, all of which is due 
to man’s negligence and ignorance, would 
be suitable” (p. 360). 


Since this subject matter and type of ap- 
proach have been common subjects of dis- 
cussion in the social sciences for at least 
twenty-five years, it 1s unnecessary here 
to go over the ground again. The main ob- 
jection one can raise is perhaps (1) that 
the psychology which runs through the 
volume is antiquated (see, for example, p. 
104) anc (2) that the bulk of the material 
and the conclusions have been rather well 
known for some time. Undoubtedly, na- 
tionalism is a religion. Certainly, stereo- 
types and “ non-logical” behavior dominate 
people. Perhaps the best part, because 
least current as yet, is the author’s analysis 
of the mystical and mythological attitudes 
toward money in contemporary Western 


246 


culture. The general reader will, in fact, 
find the first two parts of the volume of 
interest lergely in proportion as he is un- 
familiar vith the authors mentioned above 
and the literature of the last twenty years 
on these subjects. 

If the first two parts of the book are 
lacking in originality, the third part is at 
least original. It is entitled “Making Wish- 
ful Think-ng Impossible by Logistic State- 
ment.” ‘That a large part of the confusion 
and mysticism afflicting the social sciences 
is the result of the primitive language with 
which we try to carry on in these fields, 
is a conviction which I share with the au- 
thor. I believe also that he is on the right 
track when he seeks a remedy for this dif- 
ficulty in the more rigorous formulations 
of mathematics and symbolic logic. This 
general irdorsement is possible without 
necessarily approving his specific formula- 
tions or method of attack. The latter is, 
in fact, something which can be fairly ap- 
praised only after considerable testing and 
much greater amplification than is con- 
tained in the chapter on “A Mathematical 
Theory of Society.” 

To call it a mathematical theory of so- 
ciety is perhaps misleading. It is merely 
a mathematical statement of a theory of 
some social phenomena. Its practical utili- 
zation or test, as the author admits, waits 
upon the determination of vast quantities 
of facts showing the relation of attitudes 
to behavior, according to the theory here 
adopted. This program requires first a 
clear definition of concepts in terms of 
which the zelevant data are to be collected. 
In the mezntime, however, a mathematical 
theory ma; serve as a system of hypoth- 
eses which make us aware in advance 
of the form in which data must be col- 
lected if tkey are to be subject to the =ype 
of intricate and rigorous manipulation to 
which science aspires. The author recog- 
nizes this, and hence does not elaborate 
the mathematics beyond what is required 
to illustrate the approach to some ele- 
mentary social situations. The final chap- 
ter, representing an attempt to restate the 
argument cf the preceding text in the ter- 
minology 3f symbolic logic, is recom- 
mended to students of that subject as one 
of the few attempts, if not the only at- 
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tempt, to apply this notation to the sub- 
ject matter of social psychology. 
GEORGE A. LUNDBERG 
Bennington College 


Boop, Joan Eror. The Social Mind. 
Pp. xiii, $93. New York: The Macmil- 
lan Co., 1939. $3 50. 

Boodin’s latest book will be of interest 
to all social scientists with a bent towards 
social interpretation and synthesis. No 
evaluation of the metaphysical presupposi- 
tions of the work will be attempted here, 
except to note the author’s own modest 
appraisal of his results: “Ultimate agree- 
ment in cosmic interpretation may not be 
possible, because of the limitations of hu- 
man experience. The available evidence 
may fit into more than one pattern... . 
Over-beliefs necessarily play a large role 
and interprezers will differ as to the over- 
beliefs of postulates which they feel are 
essential to a meaningful life... . But we 
must not suppose that our little candle’s 
light reveals the whole truth.” 

For Professor Boodin, the social group 
is no mere passive result of the interplay 
of physical forces, geographical and bio- 
logical, The group is itself the creative 
factor, the independent variable which 
gives significance and meaning to all other 
variables which it may disclose on analysis. 
“We cannot say that this particular con- 
dition of the environment or that particu- 
lar biological tendency effected such and 
such results, but we must take account of 
this condition or tendency as part of an 
organization of life-interests, with its social 
pressure, its system of beliefs, and scale of 
values.” Ths group, in other words, is a 
cultural fact, a psychological unity of tradi- 
tions and customs to which the particular 
factors are instrumental, and for which 
they constitute the conditions and raw ma- 
terials. The real causes or motives must 
of course be found in the life history of 
human individuals, but the latter exist only 
as they are woven into the network of 
social relations at a specific moment in the 
history of the group. Thus personal minds 
as empirically known arise only within such 
a context; they are, that is to say, differen- 
tiations within the “social mind.” 

Social situations, then, are intelligible 
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in terms of two facts. The first is the real 
presence to one another of personal minds 
in communication. But this always takes 
place in the context of tradition, which 
“may be said to be the correlate of the 
social mind, as the body is the correlate of 
the individual mind,” conserving social ex- 
perience as the brain conserves individual 
experience. Since there is no evidence that 
individual human abilities have undergone 
significant change during historical times, 
the difference between historical social sys- 
tems must therefore lie in their traditions, 
“a sociological rather than a psychological 
difference, in the individualistic sense of 
that term... . It would be a mistake, how- 
ever, to regard tradition as itself the agent. 
Tt is rather the cumulative expression and 
objectification of common beliefs and pur- 
poses And when it ceases to be such an 
expression it is no longer a social fact, but 
a survival, a flag without a country... . 
The vital social fact is always a common 
bond, a unifying interest which holds the 
individuals together and controls them in 
a common direction. This bend is pri- 
marily one of will, of tendencies to be satis- 
fied, of interests to be organized through 
intercommunication and interaction.” 

Having developed his theory of the so- 
cial mind as tradition, the author proceeds 
to its further analysis as an organization 
of value, of cognition, and of will. The 
closing chapters are devoted to a discussion 
of the present crisis in Western civilization 
which cannot here be summarized. Suf- 
fice it to say that since the author views 
the crisis as a series of maladjustments 
within the traditional culture, he believes 
that man can profit by his mistakes, and 
at least approximate that moral unification 
of humanity upon which the common wel- 
fare depends. But this faith ke candidly 
recognizes must rest quite as much upon 
a cosmic philosophy as upon any discern- 
ible trends in contemporary life. 

Howarp E JENSEN 
Duke University 


Bossard, James H S. Marriaze and the 
Chuid. Pp. xv, 178. Philadelphia: Uni- 
versity of Pennsylvania Press, 1940 
$2.00. 


The statistics of marriage being in the 
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shape they are, any conscientious addition 
to them deserves high praise. Professor 
Bossard’s volume presents in a convenient 
form the empirical studies already pub- 
lished as brief articles, inclucing those 
based primarily on Philadelphia marriage 
licenses and those based on New York 
State statistics. These studies give facts 
and conclusions as to assortative mating in 
terms of age, residential propinquity, na- 
tionality, nativity, previous marital status, 
ecological area, and business conditions 
In addition, the author gives comparative 
data drawn from other empirical investi- 
gations zlong similar lines, and attempts a 
certain amount of interpretation. The 
volume therefore represents an undoubted 
contribution to our factual knowledge in a 
field where knowledge is badly needed. 

On the side of interpretation, it seems 
that Professor Bossard has not been 
equally successful The basic difficulty, 
I think, is that his interpretation is made 
in terms of practical rather than theoretical 
issues. He discusses marital selection from 
the standpoint of happiness and public 
policy rather than from the standpoint of 
the general theory of marriage. He thus 
ignores comparative data from other so- 
cieties and fails to draw upon the theoreti- 
cal work of social anthropology, so that, to 
the social scientist, much of his interpreta- 
tion seems to wander off into irrelevancy. 
This is even more noticeable in that part 
dealing with the child, where a somewhat 
inspirational, _ let’s-make-everything-better 
note is struck throughout, and where there 
is an absence of compensatory statistical 
studies. 

Precisely because he is weak on the 
theoretical side, the author has been un- 
able to unify the volume. The two parts, 
that on the child and that on marriage, are 
quite separate, and the different chapters 
stand apart. 

I should like to call attention to a com- 
mon error of logic not prominent in this 
work (because the author restrains his eu- 
genic leanings) but worth mentioning. On 
page 129 Professor Bossard points out a 
“persistent relationship” between socio- 
economic position and intelligence. But 
the “intelligence” here is clearly that which 
is measured by intelligence tests, obviously 
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inadequate to determine innate capacity. 
Next, however, he states that “intelligence 
is transmitted from one generation to the 
next within the operation of the principles 
of heredity.” This is clearly a different 
kind of “intelligence” from that previously 
spoken of; hence his conclusion that the 
two propositions are significant for eu- 
genics, implying apparently a relation be- 
tween class mating and the quality of the 
breed, does not follow. This error, arising 
from the ambiguity of the term “intelli- 
gence,” 1s extremely prevalent at present. 

The criticisms here advanced are not 
meant to cbscure the great value of this 
volume. It should find its way into every- 
one’s hands who is seriously interested in 
marital statistics and research Especially 
to be commended are the pioneer work on 
residential propinquity, the proof of the 
differential effect of the business cycle upon 
the marriage rate of different classes of 
persons, and the somewhat surprising find- 
ings concerning premarital status and its 
influence on mate selection. 

Kincstzy Davis 
Pennsylvania State College 


SANDERSON, DwicHt, and Rosert A. PoL- 
son. Rural Community Orgenization. 
Pp. ix, 448. New York: John Wiley & 
Sons, Inc., 1939. $3.00. 

At no time in the history of America has 
the general subject of rural economy been 
so potent a3 during the past half-dozen or 
so years, in which we have been faced with 
our worst depression. The advent of mod- 
ern invention, stimulating an industrial 
economy, the disturbing consequences of 
the World War, immediately followed by 
a long agricultural depression, all have 
tended in tne direction of virtual destruc- 
tion and disintegration of the rural life 
which the prewar generations developed 
and glorified Because of the conse- 
quences to our rural environment, it be- 
comes extremely necessary and opportune 
not only that its economic problems be 
considered, but also that its social prob- 
lems be looked into. 

Professors Sanderson and Polson have 
prepared this volume primarily far use as 
a textbook. It fulfills this requirement ad- 
equately but, in addition serves as an ex- 
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cellent guide for the hundreds of laymen 
and professionals who are actively engaged 
in rural community work. 

In this study, prrmary emphasis is placed 
upon the development of local rural com- 
munity units from an organizational point 
of view. The authors point out that the 
problems inherent in the organization of 
the rural community arise from the pres- 
ence of two geographical elements: on the 
one hand the village with its centralizing 
influences, and on the other hand the open 
country with its dispersed farmsteads. The 
specific aim of community organization is, 
therefore, “io develop relationships be- 
tween these groups and individuals that 
will enable them to act together in creating 
and maintaining facilities and agencies 
through which they may realize their high- 
est values in the common welfare of all 
members of the community.” 

The authors cite nine objectives which 
are essential to the achievement of the 
specific aim of rural community organiza- 
tion. These objectives are: (1) to obtain 
consciousness of community identity, (2) 
to satisfy unmet needs, (3) to obtain social 
participation as a means of socialization, 
(4) to obtam social control, (5) to co- 
ordinate groups and activities, (6) to pre- 
serve the community from the introduction 
of undesirable influences or conditions, (7) 
to co-operate with other communities and 
agencies to obtain common needs, (8) to 
establish a means of obtaining consensus, 
and (9) to develop leadership. 

Almost half of this book is devoted to 
case histories of rural communities which 
demonstrate specifically how these objec- 
tives have been attained in one or more of 
them. Of special significance to teachers 
giving courses on community organization, 
and to rural professional leaders of both 
the school and the church, are Chapter 
VIII dealing with Procedure in Commu- 
nity Organization and Chapter XI explain- 
ing the Techniques for Making Commu- 
nity Organization Effective. 

The final two chapters of the book de- 
scribe the relationships existing between 
the rural community and the larger com- 
munities—the county, the state, and the 
nation. As pointed out by the authors, 
local community organization not only has 
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significance for its own citizens, but also 
greatly facilitates the work of the state and 
national agencies, whether public or pri- 
vate, 
GEORGE SNOWDEN 
Indiana University 


Hart, S. Warren, IHI Tangier Island. 
Pp x, 122. Philadelphia: University of 
Pennsylvania Press, 1939. $1.50. 
Tangier Island is a small point of land 

in Chesapeake Bay, just south of the imag- 
inary line which divides Virginia from 
Maryland near the “Eastern Shore” penin- 
sula of Virginia, Maryland, and Delaware. 
It is a little over three square miles in 
area, of which, however, only half a square 
mile is sufficiently elevated above the high 
tide level of the Bay to be habitable. On 
this small bit of ground somè eleven hun- 
dred people were living in 1930, their econ- 
omy being -based on the gathering and 
marketing of oysters, crabs, and other sea 
food. 

The author of this little book has at- 
tempted a description of this isolated com- 
munity which might be compared with 
other case studies of communities that 
have been published in recent years. He 
appears to have brought together all avail- 
able data of the conventional historical and 
statistical land, and from these and his 
own observations he has wrizten a mod- 
erately informative and illuminating de- 
scription of life on Tangier Island and the 
ways in which it has been affected by 
change down to the close of 1932, when the 
study was made. The fact that the com- 
munity is frankly identified in this book 
has probebly been of some disadvantage to 
the author, though of course it has its 
value for some readers One feels that 
Mr. Hall exercised some discretion in his 
reporting of what he knew cr had heard 
about Tangier from its people. Perhaps 
the most interesting conclusion which he 
reaches is that the isolation of this com- 
munity is inevitably lessening, due to the 
operation of economic and other forces. 
The former well-nigh complete dominance 
of the Methodist Church in the Island is 
weakening. 

Froyo N. House 

University of Virginia 
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CuLver, Dororny CAMPBELL (Compiler). 
A Bibliography of Crime and Criminal 
Justice 1932-1937. Pp xxxi, 391 New 
York: The H. W. Wilson Co., 1939. 


This book supplements and adds six 
years to the earlier volume by the same 
title, which covers the period 1927-1931 
Both were compiled by Dorothy Campbell 
Culver, Bureau of Public Administration, 
University of California, and both are sold 
on the service basis by The H. W. Wilson 
Company, New York. 

The new work includes Enghsh material 
published or in manuscript during 1932-37. 
Its scope is suggested by the fact that 
seven hundred periodicals alone are in- 
cluded, and by the fact that the index con- 
tains well over ten thousand headings. 

The classification is functional, following 
through the logic of the criminal process. 
In this it follows the practice of the earlier 
volume, which in turn adopted this ar- 
rangement from Kuhlman’s book, Guide to 
Material on Crime and Criminal Justsce, 
published m 1929 and still the standard 
work in the field for the period covered. 

Annotations in the new book remain in- 
formative and descriptive rather than criti- 
cal. Although items are entered only once, 
they are made easily accessible through the 
“classification outline” printed in the front 
of the book and the fifty-five page index - 
mentioned above. 

In extending the bibliography another 
six years, the book fills a long-felt need of 
the law librarian, the teacher cf criminal 
law, criminal procedure, or penology, and 
of all serious students of the crime prob- 
lem. 
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FOREWORD 


On APRI 12 and 13, 1940 The American Academy held its Forty-fourth An- 
nual Meeting. For two days distinguished members of the Academy and specially 
invited guests earnestly discussed the topic “The United States and Durable Peace.” 
The addresses given on that occasion, supplemented by several solicited contribu- 
tions, appear in the following pages. 

The tempo of the march of events has rapidly increased since these addresses 
were delivered three whole months ago. In the light of current developments some 
of the statements in this volume may appear absurd and the predictions they occa- 
sionally contain, rash. This is no criticism of their authors, but proof of the diffi- 
culty of peering into the future of a convulsed world. 

As the weeks pass it is increasingly difficult for any of us to concentrate our 
attention on the organization of a postwar world. A British publicist, Mr. Wick- 
ham Steed, has presented the issue by calling attention to the difference between 
the “aim of war,” which is the defeat of the enemy, and “war aims,” which are 
those ultimate purposes for which a war is being waged. In the midst of a conflict 
the “aim of war” is almost certain to absorb us so fully that “war aims” may be 
forgotten. Indeed, there is a very real danger that in endeavoring to win the war 
we may lessen our capacity to face wisely the task of organizing peace. The eco- 
nomic and political procedures necessary for war are the antitheses of those essential 
for a wise peace, and wartime psychology, roused for the defeat of the enemy, will 
not quickly alter when the conflict ends. 

These observations seem to imply that the United States is a belligerent. As 
these lines are written, the people of the United States are nonbelligerent. We are 
not neutral, and have not been. Our political and material interests and our whole 
outlook on life cause us to sympathize with France and Great Britain. At the 
moment there is developing a powerful campaign in their favor, and we are pre- 
paring to make our resources available to them. A growing number are demanding 
that we declare war on Germany and openly enter the conflict. 

Under such conditions it is increasingly difficult to consider calmly those politi- 
cal and economic adjustments which are imperative if future wars are to be avoided. 
There is no one problem of modern times that transcends this in significance; yet 
as the weeks pass it will be easier and easier to abandon ourselves to a prosecution 
of war activities or at least to preparations for national defense, and to forget “war 
aims.” 

For years the “isolationists” have dominated our policies and “internationalists” 
have been ridiculed. Just now some who formerly favored national isolation are 
calling themselves “insulationists,” but the swift rush of events is rapidly making 
even that position untenable. The United States is not and cannot be either iso- 
lated or insulated. Whether our country becomes an active belligerent or not, 
there is no way of evading our deep involvement in the cataclysm into which the 
world has been plunged. Our relationship to the rest of the world and our interest 
in a durable peace were the facts considered at the Academy meeting in April. To 
the papers then presented there have been added contributions by Alejandro E. 
` Bunge, Gustav Cassel, Lord Cecil, Luigi Einaudi, and Manuel Gamio. It is the 
earnest hope of the Academy that this volume will in a significant measure con- 
tribute to the development of a public opinion that will facilitate “enduring peace 
when war ends.” Ernest MINOR PATTERSON 
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Why Peace Failed 


By Wirm E. Rapparp? 


Bo" for the historical understand- 
ing of the recent past and perhaps 
also for the political preparation of the 
near future, no question is more im- 
portant than that as to the true cause 
or causes of the failure of the peace set- 
tlement of 1919. That it has failed— 
utterly, dismally failed—that it has no 
less disappointed its authors than it irri- 
tated its victims, must be obvious to all 
impartial observers. 

Whatever the conflicting aims of the 
various belligerents in 1914, 1915, 1916, 
and 1917, the peace aims of all were 
unified and uniformly defined by their 
general acceptance of President Wil- 
son’s Armistice terms in 1918. The 
history of the last twenty years is es- 
sentially the history of the breakdown 
of the peace then initiated. At the 
close of the World War frontiers were 
to be redrafted according to the prin- 
ciples of self-determination which, in 
conformity with the democratic doc- 
trines proclaimed by the President of 
the United States, had generally come 
to be identified with the principles of 
international justice. Moreover, almost 
the whole of continental Europe had 
been more or less forcibly converted to 
American republicanism. Government 
by consent, that is, self-determination 
as between states and political liberty 
within states, was, in rough outline, the 
American pattern of the European 
peace settlement of 1919. 


REPUDIATION OF GOVERNMENT BY 
CONSENT 


Since then the Old World has ex- 


1Jn this brief paper I sum up the principal 
conclusions of my recently published book on 
The Quest for Peace Since the World War, 
Harvard Universıty Press, Cambridge, Mass, 
1940, 


perienced not only a reversion to type 
but even a violent reaction which has 
carried it back far beyond its prewar 
status. As between states, the guiding 
principle of self-determination has been 
discarded in favor of considerations of 
strategy and of economics, summed up 
in the synthetic formula of Lebensraum. 
Within states, democracy and political 
freedom have in all the postwar con- 
verts thereto given way to dictatorship 
and totalitarianism. The philosophy of 
the Rights of Man has been abrogated, 
and the conquests of the French Revo- 
lution derided and rescinded. The 
gradual and often bloody triumph of 
the individual and of the people over 
the state, for which civilized Europe 
had struggled since the eighteenth cen- 
tury, is challenged everywhere, and in 
the major part of the Continent abso- 
lutism has taken a pitiless revenge over 
liberty. 

In consequence of this deliberate sub- 
ordination of the human person to the 
national group, peace, without which 
there can be no welfare for the former, 
has given way to war, which is held to 
redound to the glory of the latter. It 
is not my purpose in this brief paper to 
consider the causes and the significance 
of this momentous revolution in all its 
political and economic aspects. Rather 
would I limit myself to inquire into the 
more immediate reasons for the over- 
throw of the temple of peace which was 
designed and set up after the World 
War as a refuge for its victims and as 
a protective fortress for their successors. 
In order fully to understand the failure 
of the peace settlement of 1919, how- 
ever, it must be considered in its gen- 
eral setting. The military victory of 
the Allies in 1918 brought in its train 
the triumph of their ideals of govern- 
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ment. The subsequent counteroffen- 
sive of their principal then-defeated foe 
is the direct result of the repudiation of 
those ideals, And this hitherto success- 
ful repudiation implies a threat to those 
ideals everywhere. 


DoMINANCE OF AMERICAN IDEALS 


The peace settlement of 1919 was es- 
„sentially American, or at least Wilso- 
nian, in its general inspiration. That 
is, I believe, a fact susceptible of his- 
toric demonstration. It is a fact, how- 
ever, that seems to be generally ignored, 
forgotten, or contested in the United 
States. The visitor coming to these 
friendly shores from a country that is 
neutral today as it was during the 
World Wer is surprised to learn that 
America and particularly its youth are 
apathetic and cynical about the present 
struggle, mainly because they are dis- 
illusioned about the outcome of the 
former one. Ensnared and cajoled into 
the World War against their better 
judgment in 1917, we are told, the 
American people feel that their leader 
was in 1919 entrapped into signing a 
treaty unworthy of their idealism. This 
happened, we are further informed, be- 
cause his generous intentions were 
thwarted by the wiles of foreign diplo- 
mats whose skill and experience were 
as superior to his as their candor was 
inferior. 

Now this cannot but strike a modest 
European neutral as a complete mis- 
reading of the facts, Without ventur- 
ing to hazard an opinion on the relative 
brains and morals of the great powers 
of the world and of their respective 
spokesmen, he must express his surprise 
at finding many of his American friends 
both so proud of their virtue and so 
humble about their intellect. As I see 
it, as all relevant documents would seem 
to prove, and as I therefore feel con- 
fident all detached historians of the fu- 
ture will unanimously confirm, the 


events of the last quarter of a century 
are of an entirely different complexion. 

When the people of the United States 
went into the World War in the spring 
of 1917, they proceeded fundamentally 
to change its character. What had un- 
til then been essentially a struggle for 
and against an extension of German in- 
fluence became, thanks mainly to the 
United States, a struggle for and against 
a new world order. The Americans, as 
their leader constantly stressed in all his 
public utterances, and as his attitude at 
the Peace Conference fully confirmed, 
were pursuing no exclusively national 
aims. They desired neither territorial 
aggrandizement nor economic gain.’ They 
had no interest at stake which they 
were not prepared to share with all the 
other nations of the world. They 
loathed war and they had most reluc- 
tantly joined in it, with the sole purpose 
of so influencing its outcome that they . 
might in future be spared a similar or- 
deal. Realizing that a major war would 
always inevitably endanger the peace 
of every world power, they proposed so 
to reform the structure of the interna- 
tional community that wars would in 
future be rendered impossible or at least 
less likely and less frequent. 


Basic PRINCIPLES OF THE ARMISTICE 


In order to attain this most ambitious 
of all aims, in order—to use the famous 
phrase which had been suggested to him 
by his Ambassador in London—‘to 
make the world safe for democracy,” 
President Wilson advocated three main 
lines of conduct. First, as the peoples 
of the world were bound to translate 
their pacific instincts into pacific poli- 
cies when free to choose their masters 
and to control their destinies, political 
liberty was everywhere to supplant mil- 
itary autocracy. Second, as interna- 
tional stability could be achieved only 
on the basis of international justice, and 
as international justice meant universal 
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government by consent, the map of Eu- 
rope was to be redrawn in accordance 
with the principles of self-determina- 
tion, Third and finally, the new order 
then set up was to be protected against 
any possible counteroffensives of op- 
pression and injustice by mutual guar- 
antees of territorial integrity and politi- 
cal independence. This was the more 
necessary as the wished-for triumph of 
the principles of self-determination 
would lead to the establishment of new 
and weak states unable to stand by 
themselves under the stress of postwar 
tensions. 

Such, as it appeared to European ob- 
servers, was Woodrow Wilson’s funda- 
mental international philosophy. They 
could the less be blamed for mistaking 
it for the philosophy of the whole Amer- 
ican people as its repeated exposition 
during the course of the World War did 
not seem to arouse any serious opposi- 
tion in the United States. Moreover, 
certain influential Republicans, such as 
the founders and supporters of the 
League to Enforce Peace, were pro- 
pounding similar views quite independ- 
ently of, and in fact often in direct 
opposition to, the Democratic Admin- 
istration. 

Now, by securing the adherence of 
allies and enemies alike to the conclu- 
sion, in the autumn of 1918, of an armi- 
stice contractually based on the princi- 
ples of this philosophy, the American 
Government secured a diplomatic vic- 
tory perhaps without a precedent in the 
history of the world. The greatest em- 
pires which for nearly three years had, 
without the participation of the United 
States, waged a war for purposes of 
their own, freely consented to conclude 
it on terms defined by their recent 
American associate. Kings and em- 
perors abdicated. Historic thrones 
were overthrown. Almost overnight, 
liberal and democratic constitutions 
were set up on their ruins. Al this oc- 


curred in deference to the wishes of a 
popularly elected president from be- 
yond the seas—surely a most impressive 
victory of the idealistic, forward-looking 
New World over the languid traditions 
of the Old! 


JUSTICE OF THE PEACE SETTLEMENT 


In their essential elements, these con- 
quests were not sacrificed but rather 
confirmed in the peace settlement which 
implemented the Fourteen Points and 
the Armistice. To be sure, here and 
there the principles of self-determina- 
tion were not strictly respected, as, for 
instance, in the prohibition of the 
Austro-German Anschluss. Elsewhere, 
as in the drafting of the Italian, Czecho- 
slovak, and Rumanian frontiers, the 
victors gave themselves the benefit of 
the doubt in applying these principles. 
These minor defects, however, should 
not blind the impartial student to the 
decisive, all-important fact that, in the 
main, the territorial settlement of 1919 
was directly inspired by considerations 
of national and international justice. 

If self-determination spells justice, as 
it must in the political vocabulary of 
every consistent friend of freedom and 
democracy, then the Treaties of Ver- 
sailles and St. Germain were models of 
justice. They were such when com- 
pared not only with those dictated by 
their chief critics in the east of Europe 
a year earlier; not only with those 
which, according to the professed inten- 
tions of the latter, would have been dic- 
tated in the west had the fortunes of 
war allowed these critics to become au- 
thors; not only with those which have 
been dictated since the altered fortunes 
of war have, in fact, made authors of 
these critics; the treaties of 1919 were 
models of justice when compared also 
with those which they superseded. 
Thanks mainly to the intervention of 
the United States, the peace born of 
the World War was a peace of justice, 
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in that it emancipated far more national 
minorities than it created, and in that 
it provided for the international pro- 
tection of those racial, linguistic, and 
religious groups which it failed to place 
under sovereignties of their choice. 

This was so not only because the 
defeated Central Powers had under 
their control before 1914 millions of 
Slavs and Rumanians who were lib- 
erated in 1918, but also because the 
victorious Allies in the main denied 
themselves territorial conquests not jus- 
tified by the principles of self-deter- 
mination. It was justice, as defined by 
this principle, which not only led to the 
dismemberment of Austria-Hungary and 
of Turkey and to the establishment of 
independent Polish and Czechoslovak 
states, but which aiso deprived French, 
Italian, and Polish nationalisms of the 
annexations to which they aspired on 
the Leit Bank of the Rhine, on the east 
shores of the Adriatic, in East Prussia, 
and in Upper Silesia. 

The fact that in 1919 the new map 
of Europe was not in every particular 
such as an impartial judge would have 
designed it, and the further fact that 
the reparations and other economic 
clauses of the peace treaties were mani- 
festly inspired by the blindness of pas- 
sionately unenlightened war psychosis, 
should not and must not allow the un- 
prejudiced observer to lose sight of the 
far more significant fact that, in the 
main and on the whole, the World War 
resulted in a peace of justice and of 
freedom. Nor is there any valid reason 
why of all—friends, foes, and neutrals 
alike—Americans alone should fail to 
recognize that it was essentially to 
America that Europe owed this dispen- 
sation. 

Who today in Europe would not sub- 
scribe to the following conclusions of 
the study on the origins of the general 
peace settlement published in the first 
volume of the lamented Professor Tem- 


perley’s History of the Peace Confer- 
ence of Paris: “The [American] Presi- 
dent’s principles had conquered Europe 
and the Covenant of the League of Na- 
tions remains as the most striking mon- 
ument to his efforts”? 


FAILURE OF UNENFORCED JUSTICE 


Why, then, objectors will doubtless 
ask, if the peace settlement of 1919 was 
such a monument of justice and of 
freedom, has it so lamentably failed tc 
withstand the onslaughts to which it has 
since been subjected? 

To this very pertinent question I 
venture a reply which may seem para- 
doxical, but which I nonetheless believe 
to be fundamentally sound: the peace 
of 1919 has failed precisely because it 
was a peace of justice and of freedom. 
When and where in the world, I ask in 
my turn, have justice and freedom ever 
or anywhere prevailed when unsup- 
ported by a force superior to those 
marshaled by injustice and oppression? 

For a somewhat detailed demonstra- 
tion of what I venture to submit, not as 
a daring, original thesis, but merely as 
an ordinary common-sense observation, 
I must refer the reader to my above- 
mentioned Quest for Peace. Just in 
order to make this view appear, per- 
haps, a little less paradoxical and a lit- 
tle more plausible, let me but call at- 
tention to two quotations reproduced in 
that book. 

The first of these quotations is ex- 
tracted from the historical memoran- 
dum which, at the request of his chief, 
Clemenceau, André Tardieu submitted 
on February 25, 1919, in the midst of 
the Peace Conference. This document 
was a plea for an inter-Allied military 
occupation of the Left Bank of the 
Rhine and the bridgeheads on the Right 
Bank of that river which President Wil- 
son had spoken of as “the frontier of 
liberty” and to which a British Prime 
Minister more recently referred as con- 
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stituting the frontier of Great Britain. 
Arguing that such a permanent military 
occupation would “provide for an in- 
dispensable protection for the new 
States which the Allies have called to 
life to the East and to the South of 
Europe,” Tardieu proceeds, in terms so 
tragically prophetic that they can 
hardly be read without a shudder to- 
day: 


Suppose Germany, mistress of the Rbine, 
wishes to attack the Republic of Poland or 
the Republic of Bohemia Whule definitely 
established on the Rhine, she will (for how 
long?) hold in check the Western peoples 
coming to the help of the young Republics 
and the latter will be crushed before it will 
have been possible to assist them. 


Now was it not in response to the de- 
mands of self-determination, that is, of 
justice and freedom, that Poland and 
Bohemia had been set up as independ- 
ent republics? And was it not equally 
in the name of these principles, which 
would otherwise have been violated at 
the expense of defeated Germany, that 
France was denied by her Anglo-Saxon 
Allies the right to maintain garrisons 
on the Rhine? It will be recalled that, 
after one of the most serious crises of 
the Peace Conference, France waived 
that right only on being assured of the 
protection of the League of Nations and 
particularly of the United States and of 
Great Britain under the ill-starred Tri- 
partite Treaty of Mutual Guarantee. 

Have we not here, therefore, a very 
clear instance of the breakdown of the 
peace settlement of 1919 due to the 
very fact that it was just? On the one 
hand, it was in the name of seli-deter- 
mination that the Poles and the Czechs 
and Slovaks were granted their rational 
independence. And on the other hand, 
it was in order not to offend against this 
principle of justice that the Allies de- 
nied themselves the possibility of de- 
fending it against the momentarily si- 


lenced but soon rearmed claims of 
Lebensraum. 


THe WILSONIAN VIEW 


My other quotation I select from 
President Wilson himself. I select it 
from among a host of others to show 
that he was neither the naively doc- 
trinaire professor nor the easy prey to 
crafty European diplomacy that he is 
too often in his own country represented 
as having been abroad. No one was 
more conscious of the impossibility of 
maintaining without some collective 
and mutual guarantee the peace struc- 
ture of 1919 than he who had been its 
principal architect. That is why Presi- 
dent Wilson was so intractable in his 
defense of the provisions to that effect 
which he had inserted in the Covenant 
of the League of Nations. Addressing 
the Quadrennial Jackson Day Dinner 
on January 9, 1920, which his fatal ill- 
ness prevented him from attending, he 
wrote the following words, no less trag- 
ically prophetic than those of Tardieu 
quoted above: 


The maintenance of the peace of the 
world and the effective execution of the 
Treaty depend upon the wholehzarted par- 
ticipation of the United States. I am not 
stating ıt as a matter of power. The pom: 
is that the United States is the cnly Nation 
which has sufficient moral force with the 
rest of the world to guarantee the substitu- 
tion of discussion for war. If we keep out 
of this agreement, if we do not give it our 
guarantees, then another attempt will be 
made to crush the new nations of Europe. 


This historical explanation of the fail- 
ure of the peace of 1919 is, of course, 
not presented in any spirit of contention 
—still less of reproach. It would as- 
suredly ill become any guest from 
abroad, and none more than the citizen 
of a small country which remained neu- 
tral in the World War and whose whole 
foreign policy is dominated by the will 
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to maintain, firmly and at all costs, its 
neutrality in the present struggle, to ad- 
dress to an American audience ' any 
words which might be construed as con- 
veying advice or remonstrance. 

Need I really emphasize that I speak 
here merely as a scholar to scholars, 
with the sole purpose of understanding 
what has been and not of forecasting 
what will be, and still less of proclaim- 
ing what should be? It is my scientific 
quest alone that has led me to attribute 
the breakdown of the peace of 1919 to 
the fulfilled intentions of its authors 
to make it a peace of justice and of 
freedom, and to their unfulfilled inten- 
tions to make it also a treaty for the 
mutual protection of its signatories. 


SELF-DEFEAT OF THE PEACEMAKERS 


By promoting the spread of demo- 
cratic freedom among nations, not all 
of which were equally well prepared to 
receive this dangerous blessing, the 
peacemakers of 1919 paved the way, 
through the ensuing chaos of political 
confusion and economic depression, for 
the dictators, And these dictators, true 
to what seems ever to have been the his- 
torical destiny of all dictators, have led 
the world to war through their aggres- 
sions. 

While having thus by the domestic 
political reforms they encouraged in- 
directly and most unwittingly contrib- 
uted to the downfall of their own works 
of peace, the peacemakers of 1919 have 
contributed to the same end by their 
foreign policies. To set up as free re- 
publics inexperienced and therefore at 


first inevitably weak nations without 
effectively providing for their interna- 
tional protection, is assuredly more to 
be just than to be truly wise. Political 
freedom and self-determination, which 
are but two different expressions of one 
and the same fundamental ideal of hu- 
man dignity, would seem to be worth 
maintaining if they are worth fighting 
for and worth establishing. The bold 
conquests of 1919 called for a strong 
League of Nations to protect and to 
consolidate them. Without such a pro- 
tective and consolidating agency, they 
were condemned to succumb to the re- 
sentments and the reactions they were 
bound to arouse. 

Is not the suggested extension to the 
whole, or at least to certain sections, of 
the world community of the federal 
principles which have secured the 
safety, peace, and freedom of the Amer- 
ican as of the Swiss Republic, a hopeful 
sign? As long as that unfortunate com- 
munity remains subjected to the de- 
structive rule of untrammeled national 
sovereignty, which constantly subordi- 
nates the permanent interests of the 
whole to the fluctuating interests of its 
parts, there can, in this shrinking world, 
be neither lasting peace nor real justice 
nor true freedom. 

In spite of all the baffling obstacles 
which block the way towards the estab- 
lishment of effective collective security, 
is it not at least probable that in that 
direction alone must be sought and can 
be found the salvation of peace, of jus- 
tice, of freedom, and of civilization 
itself? 
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The Structure of Society and Peace 


By M. J. Bonn 


OCIETIES in the past have fre- 

quently been organized for the pur- 
pose of making war, for war was once 
an almost universal practice for gaining 
wealth. Vestiges of these predatory 
tendencies have survived in the colonial 
policy of most nations. Wherever feu- 
dal features prevailed in a society its 
growth depended on the acquisition of 
additional lands, and these lands could 
scarcely be acquired without warlike 
operations. 

These predatory methods of gaining 
wealth receded in favor of exchange 
methods until, in the last century, Bis- 
marck’s great success made war once 
more respectable. Ever since, a new 
conception of war in the scheme of hu- 
man affairs has been developed which 
finds its clearest expression in General 
Ludendorff’s statement, “Every human 
and social activity is justified only if it 
prepares for war.” Thus war and not 
peace became the main aim of society, 
the structure of which must be deter- 
mined by its greater or less effectiveness 
for this specific purpose. In Germany, 
Japan, and Italy, and to a certain de- 
gree in Russia, this view has been ac- 
cepted. Will it be possible at the end 
of the present war to stop these tend- 
encies and to structure society all the 
world over so as to make it averse to 
war and secure a durable peace? 


NATIONAL SELF-SUFFICIENCY 


The father of modern planning, J. G. 
Fichte, who was at the same time a 
pacemaker for modern Nazism, ascribed 
the wars of his time to commercial rival- 
ries and to the struggle for colonies. 
Permanent peace could be secured only 
by the scrapping of international trade, 
the emancipation of colonies, and some 


peaceful exchanges of territory which 
would make all nations self-sufficient. 
In order to achieve this aim a planned, 
or better said a regimented, society 
would have to be established in which 
governments would regulate production, 
distribution, and consumption. 

The very strong movements towards 
autarchy which we have recently ob- 
served do not envisage pacifist purposes. 
Their object is to make a nation inde- 
pendent of foreign supplies in order to 
make it easier for it to wage war, by 
eliminating the pressure of blockade 
and of economic sanctions. They at- 
tempt the establishment of a wider self- 
sufficient territory by conquest and by 
economic domination. 

It might be argued that when all 
nations have become self-sufficient—as- 
suming for the moment that this can 
be done—the causes as well as the 
chances for economic warfare will van- 
ish, When nations have all the eco- 
nomic advantages they may desire, they 
need no longer fight for them; and if 
they are no longer dependent cn foreign 
supplies, they need not organize for the 
defense of their continuation. Once 
autarchy is established all round, no 
nation can exercise economic pressure 
on another nation. All naval arma- 
ments designed for the protection of 
trade can be scrapped. 

Unfortunately no world society of 
self-sufficient nations is imaginable 
which will guarantee permanent stabil- 
ity and equality. To begin with, 
“equality” is ambiguous. Per capita 
equality of income and wealth of the 
members of several national communi- 
ties is of statistical importance only; for 
in a world in which no intercommunity 
relations exist, no actual personal com- 


8 THE ANNALS OF THE AMERICAN ACADEMY 


parisons can take place. This sort of 
equality could perhaps be accomplished. 
Equality of national capital and 
wealth, on the other hand, could 
scarcely be brought about. Even if 
some nations were willing to federate 
with one another in order to equalize 
their resources with those of larger 
states, very great disparities would 
necessarily exist from the beginning. 
There would be advanced societies and 
backward societies. It is.very unlikely 
that at a given moment the total na- 
tional wealth and the per capita wealth 
of all societies would be the same. The 
nature of structural change and the 
speed of accomplishing it would be dif- 
ferent in various societies; and so would 
birth rates and death rates. In some 
peoples “economic density” would in- 
crease: in others it would decrease. 
Territorial adjustments between highly 
organized collectivist societies would be 
much more complicated operations than 
mere changes between more individual- 
istic societies; they would imply com- 
pulsory dislocations of organic internal 
production areas, as well as coercive 
shiftings of populations. It is very un- 
likely that a declining unit would extend 
a helping hand to its more robust neigh- 
bor in order to speed up the latter’s 
development and its own backsliding. 


NATIONALISM AND WAR 


It might be asserted that the eco- 
nomic causes of war need not be looked 
for in pure economics—since economics 
in a world built on a division of labor 
are “connective” rather than ‘‘dissec- 
tive’—but in their impregnation with 
nationalism. A collective organization 
of economics is inevitable in a closed 
commercial state; they are of necessity 
more nationalist than economics in an 
atomized liberal society. Callectivism 
provides a kind of physical body for the 
national spirit, and the international 


ramifications which compose world 
trade are completely cut off. The indi- 
viduals forming the nation, or rather 
the population inhabiting the state ter- 
ritory, are exclusively tied to one an- 
other within the national boundary and 
have no economic contacts with out- 
siders. In a community engaged in 
foreign trade, a kind of bifurcation ex- 
ists; its members are linked to one 
another by political ties and connected 
with members of other communities by 
commercial ties. In a closed commer- 
cial state this is not the case; its ex- 
istence is a triumph of exclusive na- 
tionalism. 

It is very unlikely that this na- 
tionalism would wither after it had 
accomplished its social purpose. Even 
if complete equality between all closed 
commercial states could be achieved 
and could be made permanent, there is 
no reason to assume that ali who had 
attained it would be satisfied with it. 
It is more than likely that the forces 
which had raised some hitherto under- 
privileged society to the level of envied 
overprivileged societies would not be 
content with mere equality but would 
demand superiority. The collective 
tendencies in Italy, Germany, and Ja- 
pan certainly show neither a decline of 
nationalism nor a desire for peaceful 
stability. 

Moreover, complete equality of se- 
curity, as well as of wealth, is not ob- 
tainable. Even if inequality in social 
development and national character 
could be ignored, fundamental geo- 
graphical inequalities would persist. A 
self-sufficient continental state could 
scrap its navy and its mercantile ma- 
rine, but an insular closed commercial 
state would have to rely on oversea 
communications between its component 
parts. It would remain subject to dis- 
turbances of its oversea trade and would 
be unlikely to scrap its fleet—unless 
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complete disarmament on land, on the 
seas, and in the air were secured in all 
imaginable circumstances. And if this 
could be done, there would be no need 
for self-sufficiency. 


INTERDEPENDENCE AND PEACE 


A system of intimate economic inter- 
course in which each nation is depend- 
ent on other nations for markets as well 
as for supplies seemed the best guaran- 
tee for peace to the Manchester school. 
This mutual interdependence would of- 
fer equal opportunities to live, to work, 
and to trade, to the members of all na- 
tions. The unexploited resources of 
underdeveloped new countries would 
offer chances for settlement and enter- 
prise to the inhabitants of densely pop- 
ulated areas; they would provide the 
stay-at-home populations with cheap 
food and raw materials and take in pay- 
ment goods manufactured by those pop- 
ulations. Free trade between all na- 
tions would take the place of colonies 
and of aggressively won, jealously 
guarded empires. 

Once this system prevailed, navies 
could be scrapped; Great Britain and 
the other sea powers which depend on 
oversea supplies could accept the prin- 
ciple of the free seas and renounce the 
right to blockade and to the seizure of 
contraband. Once nations were ireed 
from fear of interruption of external 
trade by war or of its dislocation by ag- 
gressive warlike economic policies, their 
foreign commerce would increase a hun- 
dredfold. It would become so diverse 
and so intensified that finally no nation 
could afford to go to war and risk trade 
interruptions. By making trade free, 
competitive, and universal, the commer- 
cial jealousies which hitherto had been 
potent causes for war would be elim- 
inated, while the interruption of trade 
would be so catastrophal as to make 
war far too risky. A world trade-empire 


would arise in which the ties connecting 
the various commercial groups, resident 
in politically distinct societies, would 
become unbreakable and would equal 
in strength the national ties binding the 
citizens of individual countries. 

These doctrines culminated in the 
Franco-British Treaty of 186C negoti- 
ated by Richard Cobden. By its con- 
clusion an impending war between the 
two countries was actually prevented, 
according to Mr. Gladstone, the states- 
man who was responsible for carrying 
it through Parliament. 

The Manchester school represented 
the genuine type of competitive capi- 
talism. Its members violently attacked 
the feudal and military policies pursued 
by the more aristocratic representatives 
of British social life, and branded them 
as survivals from a precapitalist age. 
They were the originators of the mod- 
dern anti-imperialist doctrine which de- 
nounced war, imperialism, and arma- 
ments long before Lenin was born. 
They, and not Lenin and Stalin, inaugu- 
rated the struggle for the liberation of 
subject nationalities, by making their 
disciples, the “Little Englanders,” force 
the British Government actually to 
withdraw from some of its earlier con- 
quests. 


FREE TRADE Not ACCEPTED 


The spread of this genuine liberal 
capitalism was, however, arrested be- 
fore it had won over Europe. This was 
not due to the fact that capitalism had 
become monopolist in its old age and 
had to conquer new territories for mo- 
nopolistic exploitation in order not to 
wither, but to a series of wars which 
made states still standing on the thresh- 
old of capitalism the arbiters of the 
world’s destinies. Neither the Germany 
which Bismarck had united nor the 
Russia of the Balkan Wars and the 
Japan of the Russo-Manchurian War 
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were genuine capitalist states. Their 
structure was feudal and militaristic; 
their rulers used the technique and the 
forms of capitalism for war purposes— 
not for peaceful capitalist development. 

The ambition of these not yet fully 
developed precapitalist societies led to 
the scramble for colonies and to the 
revival of imperialism, which the full- 
fledged capitalist countries, Great Brit- 
ain and the United States, generally 
were opposed to. They preferred the 
maintenance of competitive capitalism 
oversea to territorial acquisitions and 
monopolistic exclusion. They fre- 
quently strayed from the paths of vir- 
tue, but they devised and maintained 
the regime of the open door in order to 
de-monopolize territorial conquests, 
though at times they were not averse 
to sharing the spoils when they could 
no longer prevent partition. 

Whatever the causes of the iailure of 
a universal acceptance of free trade 
may have been, the present state of 
affairs will make a return to it and its 
all-round application highly improb- 
able. Great Britain, its erstwhile cham- 
pion, has lost heart and has transformed 
her open empire into a closed empire. 
Not only Russia but also quite a num- 
ber of other states have become col- 
lectivist. We can scarcely expect a 
complete reversal, a return to Cobdenite 
ideas and a universal sterilization of 
economic frontiers. In a liberal eco- 
nomic regime, frontiers merely show 
where distinct political units join; un- 
der a collectivist system, they mark the 
points of separation. 


NATURE OF COLLECTIVISM 


It may be conceded that in a collec- 
tivist society the greed of individual 
members cannot lead directly to eco- 
nomic entanglements which have to be 
unraveled by war. There is, however, 
no guarantee that the groups and indi- 
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viduals controlling a collectivist society 
will be free from acquisitive warmonger- 
ing instincts. 

Present-day collectivist societies are 
either egalitarian (in principle at least), 
as Russia, or hierarchical, as Germany 
or Italy. The former is territorially 
satiated; the latter are not. They are 
as a matter of principle acquisitive and 
bellicose. But it may be said that they 
are not bellicose because they are col- 
lectivist, but collectivist because they 
are bellicose. Their structure manifests 
the principles of army government, 
which they have applied to the civil 
life of the entire nation. Germany and 
Italy have deliberately accepted this 
stratified military collectivism in order 
to quell dissension at home and to pre- 
pare to threaten and wage war abroad. 

A collectivist structure presupposes a 
standardized national mind; it can, by 
denying the value of individuals and by 
ignoring their striving for life, liberty, 
and the pursuit of happiness, pass over 
their urge for self-preservation, which 
is at the bottom of a good many pacifist 
moves. The strongest motive for ag- 
gressive acquisitiveness in an indi- 
vidualist society may be greed; it is 
generally balanced by fear of self- 
destruction, which the masses expe- 
rience who do not expect to profit di- ` 
rectly from war. 

These issues do not exist in a col- 
lectivist society. It need not be ag- 
gressive, for its leaders can envisage 
national welfare in terms of external 
peace. But their pacifism is not due to 
collectivism, but to the particular ne- 
cessities of a particular society at a 
particular moment. For a long time 
Russian collectivism appeared to be 
extraordinarily peace-loving, if not paci- 
fist; but the invasion of Finland has 
shown that it can be as aggressive as 
any bourgeois state when the interest 
or the presumed interest of national 
security is at stake. 
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There is, moreover, no indication that 
nationalism in a collectivist society is 
less rampant than in individualist soci- 
eties. While communism asserts its 
universal character and claims that its 
structure is applicable to all nations re- 
gardless of geographical position, na- 
tional composition, or historical devel- 
opment, it has shown quite naively that 
its universalism is permeated hy a 
strong Russian flavor. It has put all 
dependent nations and all dependent 
communist parties in a Russian melting 
pot, the temperature of which is much 
higher than that of its American proto- 


type. 
Is COMMUNISM PEACEFUL? 


Would a world consisting exclusively 
of communist societies be peaceful? It 
might be, if it were organized in a 
world-wide federation of communist 
states, or, better still, as a single, world- 
embracing, communist state. The main- 
tenance by member states of their own 
national structure would imply some 
sort of economic frontier across which 
the several state agencies might deal 
with one another; were these separate 
states going to sink their national iden- 
tity completely, these exchanges would 
be peaceful. 

But there is no need to assume that 
the adoption of communism woulc ex- 
tinguish the national character of pres- 
ent-day societies, provided they did not 
become mere dependencies of Russia. 
Nationalism, after all, is not an inven- 
tion of capitalism: it precedes it, and is 
not identical with it. It is essentially 
collectivist, and has frequently assumed 
a biological organic unity of the nation. 
It is quite possible to envisage the ex- 
istence of a series of independent com- 
munist states, each possessing a distinct 
national character of its own. The 
faithful copying of the American Con- 
stitution by Latin American republics 
has not made Brazilians or Chileans 


into Yankees; nor would the complete 
imitation of Moscow by Washington 
provide the people of the United States 
with Slavonic souls. It is highly prob- 
able that Anglo-Saxon communism 
would be as distinct from Russian com- 
munism as British capitalism was from 
Russian capitalism. 

If that is so, the several communist 
societies of the near future would pos- 
sess very unequal resources. They 
might be either self-sufficient, or de- 
pendent on one another. In either case, 
there would be marked inequality. 
Would the favored groups be willing to 
share their advantages with the less 
favored onest Would they offer them 
land, accept immigrants, and send them 
raw materials and foodstuffs either as 
free gifts or în return for other goods? 
Would they never use violence either 
in order to get services from the less 
favored or to force them into a federa- 
tion? 

So far, Russia has not taught us 
much in this respect, partly because she 
is the lonely communist member in an 
otherwise non-communist world, and 
partly because she is oversupplied with 
natural resources and not yet in a posi- 
tion to exploit them efficiently. But 
from her behavior in Mongolia end Chi- 
nese Turkestan we may draw the con- 
clusion that her collectivist organization 
will rot prevent her from going to war 
when she covets additional economic re- 
sources or points of vantage which are 
under the control of other powers. As 
long as she can despoil non-communist 
powers by force of arms she will do so, 
whenever her security in a military or 
economic sense seems to demand it. 

It might, of course, be different once 
all states had become communist. In 
that case regional inequalities might be 
overcome by federation, provided na- 
tional antagonism did not prevent it. 
A world-wide communist federation 
would not be more effective in this re- 
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spect than universal free trade as advo- 
cated by Cobden. Its establishment 
would be equally difficult. For nobody 
can foretell the role nationalism will 
play in a communist world, and nobody 
can deny that Russian Communism to- 
day is extremely nationalist and that 
Stalin has shed the liberal national 
principles which Lenin advocated. 

The world, however, is not yet ex- 
clusively communist. It is very doubt- 
ful whether it will ever become so with- 
out violent civil wars, which certainly 
would not provide a sound economic 
foundation for a durable peace. 


Economic STEPS TOWARD PEACE 


Neither self-sufficiency nor collec- 
tivism is likely to furnish sound eco- 
nomic foundations for a durable peace. 
The first step to lay them securely is 
the military defeat of those who use 
war as an instrument of econcmic pol- 
icy. It must be shown to them beyond 
the possibility of misunderstanding that 
modern war does not pay, either in the 
colonial or the continental sphere, and 
that they can no longer correct terri- 
torial inequalities by it. But defeat as 
such does not provide equalization and 
does not satisfy otherwise legitimate 
aspirations. The soreness due to rela- 
tive insufficiency and to real or imagi- 
nary inequality must be soothed by 
positive means. This must be done 
by the resumption of a greater meas- 
ure of relatively unhampered inter- 
national trade. Once the specter of 
war has been laid by decisive politico- 
military action, the fear of trade inter- 
ruptions in and through war will no 
longer be an argument for commercial 
restrictions. 

Unlimited freedom of international 
trade, international migration, and in- 
ternational investments is out of the 
question; frontiers will not be com- 
pletely sterilized, When they can no 


longer be removed by aggressive action, 
they can be indented and partly extin- 
guished in particular regions by various 
forms of economic federation, which 
may ultimately lead to political union. 
The absence of the danger of war and 
the possibility of federation will stop to 
a certain degree the artificial creation of 
superfluous national industries and the 
intensification of equally superfluous 
national agricultural enterprises, which 
have upset the world’s economic equi- 
librium. The war is sure to give a 
stimulus to both types of economic 
parasitism. Some of it must be undone 
and its future spread must be pre- 
vented; for there is no more dangerous 
type of protection than stimulation of 
superfluous production by the protec- 
tion of infant industries. 

Beyond this, federal control of pro- 
duction and distribution of key com- 
modities is essential, especially of those 
needed for war. The creation of inter- 
national pools for oil, rubber, steel, ore, 
or nitrate will not only help to stabilize 
commodity prices, but will guarantee 
legitimate satisfaction of all wants and 
secure genuine disarmament. And 
finally, we may resort to a kind of 
more or less international colonial ad- 
ministration. 


A REASONABLE COMPROMISE 


All this implies a rather mixed struc- 
ture of society. We shall not go back 
to completely free enterprise, but we 
are not going to have an all-round col- 
lectivist system, either in a single coun- 
try or all the world over. The world 
has always been a jumble in which at 
certain times certain tendencies have 
been more or less dominant. If we can 
evolve an order in which various dan- 
gerous trends check one another and 
leave room for peaceful progress, we 
ought to be satisfied. Society has never 
been stable. We should not attempt to 
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make its structure so, for it would be- sonable human beings, even though it 
come rigid and would soon crack; we should defy our efforts at scientific 
should be content to have it elastic. classifications, which must sadden us as 
We might be happy in it as fairly rea- theorists. 
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The Foundations of Peace 


By ALEJANDRO E. BUNGE 


F HISTORY is to be our guide, it 
would seem that an enduring peace 

among the nations of the white race is 
an unattainable ideal. Ought we there- 
fore to renounce our common efforts to 
establish such a peace? 

It does not seem hazardous to say 
that the outlook for such an ideal is 
very different in America from what it 
isin Europe. In the mind of the people 
and of the governing groups of the 
United States, Argentina, and the ma- 
jority of the countries of the American 
Continent, there is no place for the idea 
of war between states. No moral, polit- 
ical, or economic factors now exist 
which could give rise to armed conflict, 
nor does it seem that such factors will 
arise in the future. The circumstances 
which might have occasioned them have 
disappeared from almost every part of 
the continent, and the methods of inter- 
American understanding are constantly 
improving. 


DANGER OF FALLING BIRTH RATES 


Perhaps the greatest danger with re- 
spect to the methods of violence is to 
be found within the limits of each coun- 
try, as a result of a grave social tend- 
ency, common to the whole white race, 
including the American peoples. 

The unremitting fall of the birth rate 
is especially characteristic of the more 
gifted social classes, that is, of the 
classes which have created this remark- 
able civilization during the past 150 
years, a civilization marked by the 
spread of human welfare and ihe miti- 
gation of the threats to human life. If 
we accept the statements of biology on 
the importance of hereditary transmis- 
sion, we may fear, on the one hand, 
continued reduction in the number of 
those who are destined to maintain the 
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conquests of this civilization, and, on 
the other, an increase in the inferior 
and handicapped groups. These latter 
groups survive now in larger proportion 
than before, because of the triumphs of 
science; and it is among them and 
among the poorest and most neglected 
and least cultured classes that the re- 
production of the specs takes refuge. 
This problem becomes still more acute 
in those countries which have a large 
proportion of forlorn p2ople of Indian 
or African blood. 

In this Western Hemisphere we are 
witnessing too frequen-ly the rise of 
leaders who, moved at times by gen- 
erous impulses and at times by political 
ambitions or some discontent of com- 
plex origin, set themselves the task of 
stirring up, by the us2 of demagogic 
methods, the less gifted social groups 
and of pointing out the lite as a usurp- 
ing class. Perhaps they do not measure 
the magnitude of the catastrophe which 
they may be setting in motion—an ex- 
plosive destruction of national peace 
and national institutions, wherein they 
and their children will >e the first vic- 
tims. 

The ideals of Christienity, of democ- 
racy, of justice, and oj peace are not 
fulfilled by stirring up hatreds, but by 
honest, unselfish, and jast government. 
This is the natural function of the more 
gifted groups. But all this will be of 
no avail if these very groups continue to 
refuse to bring children into the land 
and civilization which -hey themselves 
have created. Apart from national and 
international disorders in different coun- 
tries, this refusal prepares the way for 
the decline and death of the race. 

The subject of this article is not the 
social problems of each country insofar 
as they may lead to disturbances within 
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national frontiers; and hence what we 
have just said concerning this aspect of 
peace, that is, the internal peace of na- 
tions, must suffice. 


Or WorLp-WIDE CONCERN 


With reference to the prospects of an 
enduring international peace, the dif- 
ference between Europe and America, 
to which attention has been called, 
might simply mean that there is less 
possibility of it for the great European 
states, or at least that their efforts must 
be greater. 

It is no longer true that the oceans 
serve as fire screens to prevent the 
flames of a conflagration on one shore 
from affecting the nations on the other. 
The endeavor to find means of main- 
taining peace must be world-wide; 
otherwise, it would be of little worth. 
Neither we Argentines in our tower of 
peace nor the North Americans within 
their peaceful retreat nor the men of 
any other American country or, indeed, 
of the world can remain indifferent to 
this movement and this cry to leave 
behind us that unending drama of war 
and of armament races. 

The present drama differs essentially 
from the wars of the past in that it is 
no longer a question of the conflict of 
armies but of whole peoples, who place 
their whole civil and cultural life at the 
service of war. ‘The decrease in the 
birth rate is sacrificing the most gifted 
groups and reducing the number of 
those who are destined to inherit the 
noblest qualities of life; war and arma- 
ments are creating restlessness and in- 
security, which are far from conducive 
to internal peace. It hardly seems nec- 
essary to dwell further upon the magni- 
tude of the evil represented by these 
conflicts between peoples en masse and 
by the restlessness to which we reier. 


IMPORTANCE OF COMMUNICATIONS 
Moreover, all this—the preparations 


for war, war itself, and the conse- 
quences of war—constitutes a long pe- 
riod of destruction of one of the most 
wonderful instruments for the creation 
of our modern civilization, namely, com- 
munications and interchange. These 
two recent wars have now continued 
their corrosive action in this field for 
nearly thirty years, and unless there is 
a great world-wide action to counteract 
their effects, this may go on for a long 
time to come. 

This leads us to the conclusion that 
the essential condition of future peace 
must be the re-establishment and main- 
tenance of cultural and material inter- 
change. Is not the world producing to- 
day more than it ever produced before? 
Does not humanity possess today a 
quantity and a variety of means of 
human welfare such as were never 
dreamed of in past centuries? 

Doubtless the problem of distribution 
is tremendously difficult. This is the 
modern social problem par excellence in 
every country, within its own frontiers. 
Is it not paradoxical that when produc- 
tion reaches its climax, unemployment 
and even hunger stalk forth in large 
sections of countries admirably en- 
dowed with natural resources and with 
wondrous equipments? Is it not para- 
doxical that in that very moment they 
should cease to grow? Is it not strange 
that nations go to war for economic 
reasons? 

Peace, unless founded upon the resto- 
ration of communications and inter- 
change, would be as barren as it would 
be insecure. 

Can humanity longer endure, with- 
out grave disturbances, the continuance 
of the armament race and of increasing 
taxes? There is no better or more di- 
rect way of transforming a man into a 
slave than by depriving him little by 
little of his resources and of his possi- 
bilities. Is there much difference be- 
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tween being slave of a feudal lord and 
being slave of a state or government? 

A new peace must be a peace of free- 
dom—freedom of communications, free- 
dom of commerce, ireedom of labor and 
of possibilities. 

Freedom of commerce between men 
of every nation and among all the na- 
tions does not mean the right of usurpa- 
tion or merely “iree exchange.” It 
would be disadvantageous to carry mat- 
ters into the field of individual political 
economy. 


FREEDOM OF INTERNAL COMMERCE 


Naturally, when we strive for a freer 
commierce among the nations by remov- 
ing at least the increasing obstacles, we 
should also, within each country and in 
the interest of the future effectiveness 
of international action, seek to remove 
the growing obstacles to commerce 
among the states or provinces of our 
respective countries. Argentina, like 
many other nations, has suffered from 
the fiscal covetousness of each state; 
but happily, some years ago it adopted 
measures, by agreement among the 
states and the national government, 
to unify consumption taxes and place 
their collection in the hands of the 
central government, which then dis- 
tributed them among different juris- 
dictions. In the United States this evil 
is growing. ‘The caricature which ap- 
peared under the title “Domestic Black- 
out,” in which the first word of “United 
States of America” was struck out, is 
doubtless justified at this time, when 
the citizens of some states cannot drink 
milk which comes from cows not pas- 
tured within the state or eat eggs from 
hens which cackle outside the state, as 
one infers from the study oi recent 
hindrances to commerce and trade 
among the states, made under the di- 
rection of Secretary Hopkins. 

Whatever is done to further com- 
merce within each nation will serve as 


a preparation for better understanding 
among the different nations, beginning 
with our neighbors and with the nations 
of the American Continent. We shall 
thus become more familiar with the task 
cf future general agreements which, al- 
though they may not mean a return 
to the freedom of the nineteenth cen- 
tury, will doubtless assume new forms 
adapted to present-day economic real- 
ity. Such action, moving from the cen- 
ter to the periphery, will be a means 
of arriving at our goal through three 
types of effort, which may be successive 
or simultaneous: among the jurisdic- 
tions of each country, among neighbor- 
ing nations and those of the American 
Continent, and with nations beyond the 
seas. 

It is difficult to struggle against 
vested interests, including those created 
in these war and postwar periods. It 
will be necessary to look at things from 
a higher point of view and to begin 
with national and international agree- 
ments with reference to the most neces- 
sary things. Then experience will be 
our teacher for the rest of the way. 


AN UNCHARTED Way 


But how can we initiate and guide 
this gigantic labor of re-establishing 
communications and interchange and of 
reducing armaments and taxes? No 
man can now draw up a complete plan 
which would give sure results. The es- 
sential thing is to convince the minds 
of men. Nothing seems to me more ap- 
propriate than what is being done by 
leading men in different fields in the 
United States, that is, creating atmos- 
phere and molding public opinion by 
calling the attention of men everywhere 
to the need even now of preparing for 
international endeavors leading to fu- 
ture peace. 

Although perhaps the re-establish- 
ment of communications, progressive 
disarmament, and gradual reduction of 
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taxes are the most important founda- 
tions on which the peace of the future 
must be built, they are not the only 
ones. Some things have happened in 
the world which, at first sight, make 
the common man reflect upon the need 
of an international police force. A 
police force? What police force? When 
we were young we believed in treaties 
and constitutions and international law. 
AJl that has been gravely damaged, in 
addition to communications. Is the one 
thing the effect of the other? It would 
seem so, in large part; but the trans- 
gressions against what we considered 
norms of value—and, indeed, they have 
value—are the fruit of complex causes, 
and perhaps we must recognize that in 
part it is a matter of individual purpose. 
Naturally, it would be childish to think 
that if only certain men were excluded 
from international affairs, that would 
be sufficient. I speak only as an econ- 
omist and with great diffidence and 
hesitation in the face of the magnitude 
of the problem. It would be presump- 
tuous on my part to enter the field of 
political psychology. Others will deal 
authoritatively with that part of the 
problem. 


FIELDS OF INVESTIGATION 


The reader may have expected more 
of me as an economist. I trust he will 
forgive me for having limited myself 
to these very brief, panoramic outlines. 
Due to special circumstances I must 
now be brief, but thereby I am laying 
myself under obligation to contribute 
my part to the investigation in which 
hundreds of men must co-operate, that 
is, the investigation of three great perti- 
nent questions: the history of commu- 
nications and the bases for determining 
the norms of their re-establishment; the 
examination of world commerce before, 
during, and after the war; and the ex- 
amination of artificial autarchic systems 
and of the norms which may be recom- 


mended for the re-establishment of 
world commerce on practical bases in 
the face of vested interests. 

We must turn our eyes especially to 
conditions in the world prior to 1914, 
when we could cross the seas and pass 
from country to country with no docu- 
ment but our visiting cards; when the 
currents of immigration flowed freely in 
every direction; when there existed a 
universal monetary standard; when 
capital and merchandise left one coun- 
try and entered another with almost 
the same freedom as persons; when the 
taxes citizens paid to the government 
represented a tenth of what they are 
today, with relation to their economic 
capacity; when population was consid- 
erably increasing and, perhaps for that 
very reason, there was no unemploy- 
ment; when every passing year raised 
the standard of living of the population 
and carried human welfare into sectors 
of society which stood in dramatic need 
of it; when climatic crises in agriculture 
were overcome by modern means of 
communication; when constantly in- 
creasing numbers of men had opportu- 
nity to pass from lower to higher forms 
of life and from one social group to an- 
other; when the spirits of men, and 
even nations, enjoyed serenity and 
peace; when treaties and frontiers were 
respected—in the course of that life of 
order and world progress which lasted 
two long generations. 

Another group of investigators, 
moved by the spirit of action and of 
good will, must bring their studies to 
bear upon those other two gigantic 
problems: progressive disarmament and 
gradual reduction of taxes. Others will 
undertake the arduous task of finding 
means for a better national and inter- 
national distribution of excess products. 
Still others will study the problem of 
respect for treaties and national bound- 
aries. And, finally, still another group 
will face the task of studying solutions 
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for the double drama of the white race: 
that of its drawing near the borderline 
of depopulation, and that of an in- 
verted selection by which the children 
of the most gifted groups disappear 
while procreation goes on among the 
less fortunate and those who possess 
less desirable qualities to pass on to 
their heirs. 


A PEACE OFFENSIVE 


One final observation may be made, 
not precisely on the foundations of 


peace, but on the timeliness of calling 
a halt to present hostilities. Do not all 
the statesmen of the warring nations 
know that everyone will lose in this 
war, and that the longer it lasts the 
more they will lose? Even now, would 
it not be possible to launch a great 
world-wide peace offensive, with the 
United States in the lead, in such a way 
that the belligerents would have to con- 
sider it seriously? Is it possible to be- 
lieve that there is no way of avoiding a 
grave, universal evil which everyone 
recognizes as such? 
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International Organization 


By James T. SHOTWELL 


T IS somewhat unreal for us to be 

discussing the essential bases of a 
lasting peace on a day in which the 
history of the world is perhaps being 
settled in a greater decision than at any 
previous time since Salamis. No single 
moment in the World War was so fate- 
ful as this moment. The plans and 
dreams and hopes for organizing peace 
among nations is dependent, unfortu- 
nately, on those guns and bombs and 
other instruments of death in the North 
Sea and in Norway, far more than on 
anything that you and I may be doing 
this afternoon. 

Let us keep that thought in mind, for 
I am convinced that you and I have 
some responsibility for what has hap- 
pened. It behooves us not to blame 
other nations for the tragic difficulties 
that have come upon them, without 
humbly and sincerely examining our 
consciences as American citizens. 


PLANNING FOR PEACE 


That is a prelude to anything I have 
to say on peace at this time. Yet in 
this hour of military decision it is evi- 
dently incumbent upon every citizen of 
a democratic country to consider how 
measures may be planned on which we 
can rely in the hour of crisis, so that 
things like this will not happen in fu- 
ture generations. The planning of 
peace in wartime is surely as legitimate 
as the planning of war in peacetime by 
the general staffs. There has been too 
little concrete planning by the general 
staffs for peace, and far too much tend- 
ency to stand back and defend and ex- 
pound the prejudices of the past, which 
we all ordinarily make the chief motive- 
power of our thinking and the guide of 
our lives, instead of the thing we call 
“Reason.” Yet we all recognize that it 
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is a reasonable and decent thing, even 
at an hour like this, to see if we can 
think through plans of permanent peace 
among the nations. 

Fortunately, there is a great deal 
of thinking on this subject in the world. 
I am struck by the almost unbelievable 
contrast between the preparedness for 
peace, or the degree of serious consid- 
eration of its problems, which we find 
in the world today compared with the 
situation in 1917, when a few of us 
met in what we called the “Inquiry” 
(the name adopted by the technical 
group which advised Colonel House and 
President Wilson) and tried to devise a 
peace conference in which American 
ideals might play some part in the re- 
construction of the world after the 
World War. 

At that time the problem of peace 
seemed abstract, unreal, metaphysical, 
to us all. We had no experience to 
guide us. We looked back to the con- 
ferences of Miinster and Vienna, but 
there was very little there that ran 
parallel to the experiences and needs 
and problems of 1917. There was very 
little of anything except a few journal- 
istic essays to guide our thinking in the 
world in which we were then living. 

Today there are aggregations of 
scholars at work on the subject in every 
university of any note in all the civ- 
ilized world; and there are technical 
experts, either scholars of academic 
background or those who have had the 
practical experience of politics in op- 
eration, who are planning and working 
for a decent organization in which the 
coming generations may find some hope 
of escaping the menace of continuous 
war. 

Unfortunately, in the interval since 
the World War, a whole series of dis- 
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torting myths have given a turn to our 
prejudices, an accent to our supposed 
self-interests, which makes it all the 
harder for the practical, experienced 
thinker to make headway at the present 
time. The difference is something like 
that between the communities of the 
East and those of the West in the early 
stages of westward migration in this 
country, when those on the frontier 
could experiment with freer minds and 
a larger range of contact than those in 
the East, inhibited by vested interests. 

Nevertheless, although there are dif- 
ficulties of a practical character, I think 
we can say that we do know some of 
the things that are not to be done and 
some of the things that have to be done 
in the world for permanent peace. They 
fall in two categories: (1) the policies 
of nations and (2) the organization and 
constitution of the bodies which should 
carry out these policies. 

With this distinction in mind, let us 
consider some of the elements in the 
field of international planning, neces- 
sary for permanent peace. Let us start 
not with the things we want, but with 
the things we have—the elements of 
international contact that are actually 
working. 


DIPLOMACY 


The first of these is a much neglected 
element—diplomacy—yet it is the old- 
est, the largest, and in many ways the 
most important and most permanent 
thing that can be counted upon as a 
method of dealing between nations. 

We have a good deal of very impor- 
tant experience in the field of diplo- 
macy. When the World War began, 
there was a great reaction against what 
was called “secret diplomacy.” It was 
claimed, with some justification, that 
war was rooted in a system of intrigue 
that carried nations on toward war as 
an ultimate instrument of policy. (I 
am quoting Clausewitz in his theory On 


War.) We had a feeling that we must 
reform diplomacy by making it public. 
It was a very natural thing and a neces- 
sary step, but one which none of us 
thoroughly understood, because in that 
moment of change we proposed to 
change almost everything—to have no 
private negotiations of any importance, 
but instead to have everything done in 
public conference. 

This was a vast mistake. Why? 
Because not all the old diplomacy had 
led toward war; it had equally averted 
war. It had played its part as the 
normal and natural way for independ- 
ent governments that stoad for national, 
absolute sovereignty to deal with one 
another—the way that involved the 
least danger through arousing resent- 
ments. Every American knows that if 
the war-debt problem had not been 
thrown into the public arena, it could 
have been settled to advantage, to the 
betterment of the whole world, includ- 
ing ourselves. 

So we should have retained some se- 
cret diplomacy as a part of our plan- 
ning, but we should have known how to 
practice it. I do not mean to imply 
that American diplomacy has been 
weak; it has measured up to any other 
diplomacy. But we have made our nat- 
ural mistakes as Americans, just as the 
representatives of the Hapsburgs made 
their natural mistakes. Our greatest 
blunder was the effort to register suc- 
cess in diplomacy, so that the news- 
paper headlines could justify the ad- 
ministration in power at any given time, 
by recording a triumpa over the party 
of the other part. Now, every time that 
is done, the other nation or nations in- 
volved are bound to spend their very 
lives to get even with us in one way or 
another, for years to follow. In the 
headlines of the American newspapers, 
we had a wonderful success at the Con- 
ference of Habana in 1929, when our 
brilliant Secretary of State presented 
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our case with reference to Nicaragua 
and other matters, and it seemed that at 
last we knew how to manage a confer- 
ence. Yet Latin America spent the next 
ten years getting square with us! 

I give you that single instance in the 
history of diplomacy to show what we 
have yet to learn. We have not learned 
that lesson yet, by any means. For 
diplomatic success, it is not enough to 
have the other nations convinced that 
our side is right; the negotiations must 
be so arranged that those nations can 
share in them and get the credit for 
them. We did not need to have public 
diplomacy to achieve decency in inter- 
national relations; we needed to have 
decency in diplomacy. And tbat can be 
the case when men meet together 
quietly, just as truly as when they meet 
in public on the political platform, and 
perhaps a little more so. 


TRADE AND FINANCE 


The next field that we have to con- 
sider in continuing relationships is that 
of trade and finance. Here we have a 
trend toward nationalism, or autarchy, 
which the Germans have developed 
most completely in their closed econ- 
omy. The object of that trend is to 
work sclely for the interests of one na- 
tion—-a policy which, when practiced, 
inevitably tends to pass the frontiers 
between peace and war in the accumu- 
lation of defense materials against the 
hour of danger of reprisal. That is, of 
course, as I said, defense, rather than 
war economy, and the Germans, with 
their acute technological information, 
practiced it. 

“Economy” is, unfortunately, a mis- 
leading word, because it tends to make 
Americans think that there is some- 
thing that is technical and pure, apart 
from politics, which is something impure 
and not technical. We should use the 
old English term, “political economy.” 
That is what we practice—the economy 


of nations—and in that political econ- 
omy other things than welfare have to 
be reckoned with. We have to reckon 
with the political forces and trends of 
the nations themselves, many of them 
preferring a certain measure of discom- 
fort or even of poverty. of loss and dis- 
aster, to welfare and prosperity, if they 
can give a black eye to some other peo- 
ple against whom they cherish resent- 
ment. 

Let us get down to human nature. 
That is what it is. We have seen it 
in the postwar years. Among nations, 
the economy of welfare is more an ideal 
than a practice. But, revertheless, if 
we are to have peace with economic 
backing and a basis of economic deal- 
ing, it must be a peace that registers 
human welfare on the whole; and that 
means that we have not only economic 
but also social problems, which is the 
next point, because as a basis of perma- 
nent peace there must be a concept of 
justice. 


JUSTICE 


There was only one grand phrase in 
the latter part of the Treaty of Ver- 
sailles. I am not speaking of the Cove- 
nant, which had some splendid things. 
But in Part 13,-in the Labor Section, 
we wrote a phrase which will stand high 
in history: “Permanent peace rests 
upon social justice.” That is the point 
that we reach through our economic 
approach. There must be within the 
nation, in its domestic affairs, a concept 
and a practice of social justice, or the 
international relationship upon which 
peace depends will be a fragile thing. 
No nation can be accounted safe in its 
dealings with its neighbors which does 
not practice justice among its citizens 
at home. 

The peace movement has suffered 
long from a failure to connect these 
two things. Until the years following 
the World War, there was a tendency 


22 THE ANNALS OF THE AMERICAN ACADEMY 


in those supporting the peace move- 
ment to find a certain escape from re- 
sponsibilities at home by thinking of 
their responsibilities in Ethiopia, for ex- 
ample. There was a great lack of sense 
of connection between the two. No 
nation can be sure of itself in dealing 
with other nations unless it is highly 
practiced in the administration of jus- 
tice in the social life of its own citizens. 

That brings me to the next point. 
Justice is a big word, and we have never 
fully understood it. We think that 
justice depends upon the rectitude of 
the individual with reference to himself 
and his own affairs. That is not the 
history of justice. The history and test 
of justice in the long development of 
jurisprudence—in the West, at least, 
although not in China—has been our 
willingness to accept the judgment of 
our equals, of our fellow citizens, as 
to whether our case is right or not. 
From the days of Justinian through the 
Roman heritage of law on the Conti- 
nent, from the days of early English 
settlements through the English com- 
mon law, this principle of allowing the 
truth-seeker, the jurist, to determine 
methods for finding right and wrong, 
and the application of these methods, 
is a fundamental thing. 

What does that mean, in the long 
run? It means that society progresses 
in proportion as the conscience not of 
each individual but of the community 
as a whole progresses. 


Support OF INTERNATIONAL 
INSTITUTIONS 


In international affairs we must learn 
that it is not a question of what we 
think is right (it may be right, but we 
cannot be sure); it is what a commu- 
nity of nations will adjudge to be the 
right. And that judgment can be re- 
liable only in proportion as it schools 
itself through practice, and there can 
be no practice as long as great nations 


like ours refuse to adhere to institutions 
of international justice. 

We have done irreparable damage to 
the justice of the world as a whole by 
our attitude on such matters as the 
World Court. Well, there is a phase 
that grows out of the interests of na- 
tions that clash. But we must build 
before they clash; we must proceed with 
the methods for securing that public 
opinion of the world to which the paci- 
fist resorts, which he invokes, by get- 
ting that public opinion into action 
while it is being formed. So, instead 
of leaving things to courts and arbitra- 
tion after the issues have become diff- 
cult, we must get adequate methods, 
adequate institutions for shaping the 
issues as they come. 

And here, again, we have done al- 
most nothing. I cannot trust myself 
to speak of what we did about the 
League of Nations. How can we ever 
have international peace if we do not 
give the international community a 
chance to put something in the place 
of war? We will never have it. As 
long as we allow disputes to develop 
so that the antagonisms and animosities 
which they generate cut torrent-wise 
across the international landscape, we 
are dreaming idle dreams when we talk 
about permanent peace. 

“Oh,” you say, “but we took a step 
in disarmament.” We thought we did. 
We had an easy slogan for disarma- 


ment. We said the way to disarm is 
5-5-3. We had a mathematical for- 
mula. Disarm in capital ships. Take 


out those above the ratio and sink them 
at sea. It was the great drama of the 
peace movement. But then came Ja- 
pan saying, “We would like 10-10-77, 
or perhaps 10-10-10. The ratio of 
5-5-3 is not satisfactory.” 

It was France that had the right 
idea. She said rightly that the way to 
disarm is to give nations that sense of 
security that will enable them to dis- 
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arm. Disarm their fears, and then 
lessen their armies and navies. 

Now, the only practical way to do 
that is to erect and strengthen and 
fortify the institutions of international 
understanding—not only those of jus- 
tice, but those that lead toward justice: 
confidence, diplomacy, and all those in- 
stitutions in which the gathering storm 
of disagreement may be dissolved by a 
reasonable understanding of what the 
other party wants. What has been our 
attitude toward the Far East? One of 
continuance of our missionary outlook. 
We are going to save their souls some- 
how in the Far East without responsi- 
bility or risk to ourselves. 


SUMMARY 


I will summarize a few points. I 
said at the beginning that there are two 
main things to keep in mind: one, the 
functioning and continuing policies of 
nations; the other, the structure in 
which we can embody these policies. 
This structural organization, the organ- 
ization of peace, calls for an even larger 
readjustment of international institu- 
tions than the League of Nations gave 
us a glimpse of. I think perhaps we 
need to have the diplomacy and the 
politics practiced by themselves, or at 
least with due regard to their technique 


—to where they lead a nation; and the 
economy and the social and the techni- 
cal, the nonpolitical, practiced without 
the impediment of feeling that they 
may lead us toward that thing known 
as the preservation of peace by sanc- 
tions. The sanction of the nontechnical 
world is in its own success or failure— 
not in the policing of nations. The 
sanction of the political world still re- 
mains where nations treasure their na- 
tional sovereign power. The political 
and nonpolitical activities lie in differ- 
ent fields, but in the postwar years we 
tried to separate them too much. We 
thought we could deal with economics 
as if it were simply a matter of account- 
ing; while, as pointed out above, the 
economic relationships of nations gear, 
equally with political facts, into their 
sense of prestige and power. We can- 
not entirely separate these things, but 
we can go a long way on the pathway 
toward permanent peace if at the pres- 
ent time, even in wartime, we plan and 
think and give vitality’ to those instru- 
ments and institutions which stand for 
world prosperity, world health, world 
understanding in the intellectual field 
and the common heritage in the culture 
of the race. 

One final word: There is no perma- 
nent peace without courage. Just think 
that over! 
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Reflections on Postwar Reconstruction 


By Gustav CASSEL 


T IS natural that some sort of “set- 

tlement” should be in the minds of 
those in different countries who give at- 
tention to the gigantic problems con- 
nected with a reconstruction after the 
present war. People are generally in- 
clined to think of settlement as the es- 
tablishment of new static conditions. 
In the economic field it is commonly 
supposed that such stability could be 
attained by a more equal division of 
the world’s wealth, regarded as a given 
quantity. After that division nations 
should settle down peacefully—but well 
armed—to enjoy each their part in the 
universal wealth. 

In my view, it is of paramount im- 
portance that all such ideas about a 
new static world should be abandoned. 
Human life is essentially dynamic, and 
we shall never reach a millennium in 
which human wants are satisfied. The 
fundamental problem before us is to 
create such conditions as will secure the 
greatest possible progress. Our interest 
must be concentrated upon a never 
ceasing increase of the world’s produc- 
tion. As long as the belief prevails that 
there is anything essential to be gained 
by a re-partition of existing resources, 
there will always be people inclined to 
put their trust in power, and ultimately 
in war, as the only means of ridding 
themselves of hardships regarded as un- 
just and intolerable. The only way to 
peace—international as well as social— 
is the optimistic belief that there is un- 
limited room for improvements, in tech- 
niques as well as in organization, and 
that the possible rate of general prog- 
. ress is so great that all other means of 
securing a better life for limited groups 
may be neglected. 
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PRoGRESS IN WORLD PRODUCTION 


The starting point for all further in- 
vestigation of the subject must be the 
fact that the world’s production for sev- 
eral generations before the fatal year 
1914 normally increased by 3 per cent 
per year. This means roughly a dou- 
bling of wealth and income in every 
period of twenty-five. Such a develop- 
ment ought to be taken as the minimum 
standard for our endeavors to secure a 
better future. There is no ground at 
all for lowering our expectations be- 
neath this level. 

We know that the said progress was 
realized during a period of relative free- 
dom of international trade and of pri- 
vate enterprise. This is a very impor- 
tant fact. The teachings of history 
should not be entirely put aside when 
we want to draw up the main lines to 
guide the course of future development. 
The alternative to freedom is state reg- 
ulation. Times of war always strengthen 
people’s trust in this device. And the 
behavior of dictatorships forces other 
nations to accept state control to a 
much wider extent than these nations 
themselves regard as sound. There is 
serious danger that a coming period of 
peace will take over from the present 
war much more of state regulation of 
economic life than can be justified by 
any experience from conditions of peace. 
Every precaution should be taken 
against this danger. Certainly, we 
should not look for a reconstruction of 
a world that has gone; but we cannot 
afford completely to disregard our ex- 
perience during the most progressive 
period in the history of humanity. 
Fancy designs of professional world- 
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menders are no acceptable substitute 
to be adopted by those who have to 
face the responsibility of postwar re- 
construction. 

The reason why static conditions are 
thought to be an ideal to be desired is, 
of course, the high estimation of the 
security which is supposed to be con- 
nected with them. The hope for this 
sort of security must be given up. The 
progressive society is a society of con- 
tinual change. Its members have in- 
cessantly to adjust themselves to these 
changes, and the security in the pro- 
gressive society can be nothing else than 
its adaptability to changing conditions. 
If the fruit of such adaptability is a 
general progressive well-being, it seems 
worth while for individuals as well as 
for nations to display the efficiency re- 
quired for progress rather than to seek 
escape in a fortified stability. This is, 
however, possible only under a regime 
which gives the widest room to indi- 
vidual freedom. 


DISTRIBUTION OF WorRLD RESOURCES 


In our work for peace we must try 
to free ourselves from the misleading 
and rather hypnotizing influence of 
false slogans invented to serve as a 
basis for the use of power in interna- 
tional policy. Among them I want 
particularly to mention one that re- 
cently has become very popular with 
agitators, namely, the distinction be- 
tween nations that “have” and nations 
that “have not,” or between “satisfied” 
and “hungry” peoples. In reality there 
is no such definite line of demarcation. 
In spite of her so-called possession of a 
large part of the world, England has 
never been able to secure for her en- 
tire population a decent standard of 
life, a considerable sector of English 
citizens being continually left below the 
bare minimum of subsistence. The de- 
mand for a widened Lebensraum (room 
for a nation’s life) loses much of its 


seeming strength before the fact that 
the United States, with its enormous 
space and its unrivaled natural re- 
sources, regularly has some ten millions 
of its inhabitants unemployed. On the 
other hand, the example of Sweden 
could be quoted, which has no colonies 
and lacks such essential materials as 
coal and oil, but which has enjoyed 
during the last hundred years a rate of 
progress much exceeding that of many 
powerful countries. 

In sccial agitation all evils are usu- 
ally represented as the result of a state 
of things where some few have monopo- 
lized nature’s resources and prevent 
outsiders from access to that prosperity 
which a more equal division of these 
resources would give to all. This doc- 
trine plays a great and rather mis- 
chievous part in present international 
contests, but it is wholly misleading. 
The truth is that most of the world’s 
resources, both in land and in raw ma- 
terials, are offered to the consumers on 
extremely advantageous conditions, the 
prices of the products being so low that 
they hardly give room for a decent 
payment of the labor required. Many 
of the most important products of agri- 
culture are obtained by aid of under- 
paid labor of colored races. This holds 
true also with regard to a large part of 
the raw materials, particularly those 
from colonial countries. If the buying 
countries had to pay this labor in ac- 
cordance with their own wage standards, 
the products would doubtless be much 
dearer. Even in Europe, agriculture 
often has to sell its products at prices 
which give poor remuneration to labor. 

Moreover, countries producing foods 
or raw materials often use state sub- 
ventions in order to find an export mar- 
ket for them. Such subvention means 
that the buyer gets the produce below 
cost, even if the cost is reckoned on the 
basis of underpaid labor. It is most 
remarkable that consuming countries 
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make the strongest efforts to shut out 
supplies which they consider too cheap. 
Almost every old country has intro- 
duced custom duties to prevent the use 
of more fertile colonial land for its pro- 
vision with food. For the same pur- 
pose, the consuming countries have 
given subsidies to their own production 
of raw materials and food in competi- 
tion with foreign production under more 
advantageous natural conditions. 

These facts stand in obvious contra- 
diction to the idea that the world’s nat- 
ural resources are withheld from the 
consumers for the benefit of a few lucky 
possessors. 


POSSESSION OF COLONIES 


Some countries that do not possess 
colonies nowadays make the utmost ef- 
forts to acquire such. They believe 
that they suffer from a shortage of raw 
materials and land, and that this short- 
age could be remedied through the pos- 
session of colonies. They would thus 
be able to import raw materials from 
their own domains and would not be 
burdened with payments abroad. This 
overestimation of “possession” is a re- 
markable example of the power of the 
word over the thought. Under all cir- 
cumstances, the import from one’s own 
colonies would have to be paid, and it 
is doubtful whether this payment would 
be cheaper than the present general 
underpayment for the products of colo- 
nial countries. 

It seems that some elementary ob- 
servation of realities and a bit of clear 
thinking on the problem of commodity 
supply would be sufficient to remove 
gross mistakes that now give rise to so 
much economic jealousy and strife and 
put peoples in harness against one an- 
other. 


INTERCHANGE OF PERSONS AND Goops 


On the other hand, beati posidentes 
must give the most liberal application 


to the principle of the “open door,” in- 
cluding the principle of equal treatment 
of foreigners with regard to commercial 
activity and to concessions. Fetters on 
international migration must be loos- 
ened. Nations may rightly wish to 
exercise some choice in their admission 
of immigrants, and they should not be 
asked to give up the natural desire for 
a certain homogeneity of their popula- 
tions; but the futile idea that a vast 
country could prosper simply by pre- 
venting immigration and a subsequent 
growth of its population has definitely 
to be given up. 

Likewise, nations must abstain from 
their endeavors to make themselves self- 
supporting. In a system of autarchies 
the world would necessarily remain very 
poor indeed. No reasonable rate of 
progress can be attained without such 
an international division of labor and 
exchange of goods as the common wel- 
fare requires. Every serious investiga- 
tion of this matter ends in a recognition 
of the need for freer trade. The World’s 
Economic Conference in Geneva in 
1927, after a profound discussion, 
agreed in the strongest recommenda- 
tions in that direction. Prominent per- 
sons intrusted with investigations of the 
subject, like Mr. van Zeeland and Mr. 
Sumner Welles, have come to the same 
conclusion. Politicians should no longer 
believe that they have any escape from 
the commanding necessity of this con- 
clusion. Reluctance to accept it has 
only resulted in a continuance or an in- 
crease of the world’s poverty, in a 
straining of international relations, and 
in war. 

For the progressive development of 
international trade, the most-favored- 
nation clause has great value. Bilateral 
agreements give support to the primi- 
tive idea that the balance of trade be- 
tween two countries ought to be even, 
and thus stand in the way of a natural 
development of triangular trade. There 
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is also danger that bilateral negotiations 
end in clearing schemes, involving the 
closest official control of commercial 
transactions. State monopoly of for- 
eign means of payment with subsequent 
rationing of the supply of exchange has 
a similar destroying influence on the 
freedom of trade and on the develop- 
ment of such an international commerce 
as in the long run is most advantageous 
to all parties. 


THE MONETARY SYSTEM 


In the endeavors to build up a new 
world, the task of creating a stable 
monetary system will necessarily be of 
first-rate importance. For reasons which 
T have explained in my book The Down- 
fall of the Gold Standard, it will not be 
possible to revive the old international 
gold-standard system. No reliable and 
lasting guaranties can be found for the 


unconditional redeemability of curren- 
cies in gold. However, it may be 
thought desirable that gald should con- 
tinue to serve as an international means 
of payment, particularly between cen- 
tral banks. In order that gold should 
be able to fill such a function, a certain 
stability in the value of gold, i.e., in its 
purchasing power against commodities, 
must be maintained. Ths United States 
will necessarily in the first place be 
responsible for such stability. A fur- 
ther inflow of gold to the United States 
must be checked, and some rational use 
must be found for the gigantic gold 
reserves already accumulated. This re- 
quires that the United States should 
buy more from abroad than it sells. 
Americans must come to look upon such 
an under-balance in their foreign trade 
as “favorable,” which involves a com- 
plete reversion of the old mercantile 
vocabulary. 


Gustav Cassel, Doctor in Mathematics, is professor 
of economics at the University of Stockholm, Sweden. 
He was Cecil Rhodes Memorial Lecturer at Oxford 
University in 1932, and lecturer at the International 


Institute in Geneva. 


He ts a member and former 


president of the Royal Swedish Academy of Science, 
and a member of the General Advisory Council of The 
American Academy of Political and Social Science; 
was a member of the Gold Delegation of the League 
of Nations, 1929-32, and Swedish delegate to the 
World Monetary and Economic Conference, London, 
1933. He ts author of numerous publications, of 
which the latest are “On Quantitative Thinking in 
Economics” (1935) and “The Downfall of the Gold 


Standard” (1936). 


th 
o, ai 


T IS frequently asserted that man- 

kind has made amazing progress, 
and by way of proof we are referred to 
the social conquests and the advance of 
science that are being made uninter- 
ruptedly all over the world, with a con- 
sequent improvement in the conditions 
affecting the biological development of 
man and an increase in his knowledge 
and in the comforts of life. Unfortu- 
nately, this generalization is logically 
inadmissible; for, while it is true that 
a part of mankind enjoys these advan- 
tages, the rest, which probably includes 
the majority, still suffers from unfavor- 
able conditions of biological develop- 
ment, high mortality, lack of culture, 
and a wretched standard of living. It 
is safe to say that this profound differ- 
ence in conditions of life has been and 
still is one of the chief causes of wars 
and national and international conflicts. 


PRODUCTION AND CONSUMPTION 


Let us briefly examine the paradoxi- 
cal aspects presented by production, de- 
mand, and consumption among the ma- 
jority and minority groups mentioned 

‘above. Production, which is controlled 
by the minority, is constantly increas- 
ing, especially industrial production; 
but the demand is increasing at a slower 
rate, if at all, and the resulting surplus 
cannot find a market. The producers 
are trying to solve the problem by 
means that are frequently unsound and 
harmful, and that make the situation 
worse instead of better. Among the 
instances that might be cited are the 
accumulation of surpluses and the de- 
struction of large quantities of food- 
stuffs and other articles in order to keep 
prices from falling; the stubborn tariff 


1 Translated by Professor Arthur P. Whit- 
aker, University of Pennsylvania. 
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wars to exclude competition; and the 
struggle for markets—measures which 
are based on the mistaken belief that 
the consumer demand of the world is 
unequal to the scale of production, 
This is true as far as the minorities are 
concerned, since their multiple needs 
and desires are fully satisfied from time 
to time, thus equalizing supply and de- 
mand; but if demand increases, produc- 
tion automatically increases, whereas if 
it diminishes, the surplus mentioned 
above is created. 

As for the majorities with a low 
standard of living—especially the ma- 
jorities in countries in which the popu- 
lation is racially and culturally hetero- 
geneous—it is safe to say that even 
when their consumption is small and 
insufficient to satisfy the normal re- 
quirements of life, their potential de- 
mand is theoretically very great and 
could be supplied only by a volume of 
production many times greater than the 
present volume. Accordingly, if eco- 
nomic measures are employed to im- 
prove materially the acquisitive power 
of these majorities and if at the same 
time cultural measures are utilized— 
that is to say, if the majorities are 
lifted to the cultural and economic level 
of the minorities—consumption will in- 
crease in geometrical ratio, stimulating 
a corresponding increase in production, 
markets will be enlarged and multi- 
plied, and consequently the conflicts for 
possession of these markets will cease 
or at least diminish. 

What has been done about this, hith- 
erto? Recourse has been had to eco- 
nomic measures in most cases and to 
cultural measures in only a few, with 
the natural result that success has been 
obtained in those cases in which the 
first of these alone was required, 
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whereas failure has been met with when 
the second was not employed despite 
the fact that it was indispensable. We 
shall give some examples from the ex- 
perience of the Scandinavian democra- 
cies and Russia. 


SCANDINAVIAN AND RUSSIAN 
EXPERIENCE 


The Scandinavian peoples are dis- 
tinguished for their social homogeneity, 
their high level of culture of the mod- 
ern type, and the convergence and re- 
semblance of their needs and aspira- 
tions. Consequently, the poorer classes 
had the desire and capacity to con- 
sume essentially the same kind of prod- 
ucts as the upper classes, but their 
lower incomes forced them to accept 
inferior quality at a lower price. So 
the solution of the problem consisted in 
increasing the purchasing power of the 
poorer classes. 

This is precisely what the Scandina- 
vian countries have been doing for some 
time past with great success. Among 
the means they have employed are a 
steady improvement in the techniques 
of production, the participation of the 
workers in the shaping of national pol- 
icy, and the encouragement and wide- 
spread growth of labor unions and 
co-operatives. This has resulted in in- 
creasing the income of these classes and 
consequently in improving their con- 
sumption, both quantitatively and qual- 
itatively. This has been an arduous 
undertaking, but it has been carried 
out intelligently, as is shown by the fact 
that in the past ten years? these pro- 
gressive countries have had more strikes 
than any other countries in the world, 
and yet they have not been the scene 
of any violent conflict or revolutiop. 

For some years past, Russia, too, has 
been employing exclusively economic 

2Marquis W Childs, This is Democracy; 
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measures, only much more intensively 
and extensively than the Scandinavian 
democracies; for, after a long struggle, 
radical Marxist doctrines were estab- 
lished in the country, and it was as- 
sumed that accordingly the people 
would very soon enjoy an economic- 
social well-being such as the world had 
never seen. Nevertheless, the results 
of this gigantic and transcendental so- 
cialist experiment are different from 
those that were expected. In agricul- 
ture, industry, scientific investigation, 
education, the standard of living, and 
other economic and cultural aspects, 
there has unquestionably been an ad- 
vance from 1917 to the present. Yet 
we need to know how many individuals 
and how many groups of the many who 
constitute the population of Soviet Rus- 
sia are enjoying these benefits. 

On the basis of date that are well 
known both within Russia and abroad, 
we may answer that in the greater part 
of the society of that country, unequal 
and defective conditions of production, 
demand, and consumption are still ap- 
parent. The purchasing power of the 
mass of workers is still smaller and the 
standard of living is still lower than is 
the case with regard to these two funda- 
mental indices of social progress in th: 
United States, Scandinavia, the British 
Isles, continental France, and other 
countries. Production satisfies tha 
needs and aspirations of the minority 
but not the enormous potential demand 
of the majority. 

Does the explanation lie in the fact 
that economic measures have failed in 
Russia, when they have been so effica- 
cious in the Scandinavian democracies, 
as they must be in every country in the 
world in which they are properly ap- 
plied? No. What has really happened 
is that the success won in Scandinavia 
through the exclusive use of economiz 
measures could not be repeated in Rus- 
sia because, given the special character 
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of the Russian population, its composi- 
tion and development, cultural as well 
as economic measures should have been 
employed; and this was not done, at 
least not on the proper scale or at the 
right time. 

In what does employment of cultural 
measures consist, and how can they be 
used to develop the great potential de- 
mand of the Russian masses in place of 
the very limited demand that now ex- 
ists? The Russian people are the an- 
tithesis of the Scandinavians, for the 
principal social groups comprised in the 
former are heterogeneous in their his- 
torical antecedents, race, culture, lan- 
guage, and mental processes. They 
may be classified more or less accurately 
as Slavs, Lithuanians, Latins, Teutons, 
Iranians, Finns, Turks, Tartars, Mon- 
gols, Georgians, and Circassians, not to 
mention smaller and less important 
groups. Some of them are in a back- 
ward stage of development, others ad- 
vanced, and still others occupy an inter- 
mediate: position. 

As a logical consequence of this het- 
erogeneity, the needs, aspirations, and 
ideals of these various groups are dif- 
ferent, divergent, and often antag- 
onistic, and it is therefore very difficult 
to force all of them to adopt imme- 
diately the same type of economic or- 
ganization, since the character of the 
latter is generally shaped by the inter- 
action of social factors such as those 
mentioned above. The way to unify 
economic organization would be to fuse 
and develop these groups into a popula- 
tion that would be relatively homogene- 
ous ethnically, culturally, psychologi- 
cally, and otherwise; for in this way 
the needs and aspirations of the people 
would be similar and convergent, and 
consequently the same kind of economic 
organization would suit all the groups. 


THE CULTURAL ASPECT 
This task of social unification would 


be a very long and hard one, but it 
should be noted that it does not need 
to be completed at once in all its as- 
pects, but could be limited to the most 
important of these, namely, the cul- 
tural. Before discussing this point in 
detail, we wish to explain what is meant 


, by “culture” and “acculturation” in this 


article. 

Culture is the sum of all the mate- 
rial and abstract characteristics which 
distinguish human life from other forms 
of animal life. Material characteristics 
include clothing, food, furniture, tools, , 
means of transportation, arms, instru- 
ments, and in general all the tangible 
things used and consumed by man. 
Abstract characteristics include ethical, 
aesthetic, and religious ideas, scientific 
knowledge, conventional and arbitrary 
ideas, and so forth. To ecculturate is 
to teach groups of human beings at a 
lower stage of evolution how to multiply 
and improve their scanty, elementary, 
and defective cultural characteristics 
and, in place of those which cannot be 
improved, to adopt the more efficacious 
and varied characteristics of groups at 
a higher stage of development. — 

In regard to the aspects presented by 
the type of culture and the character 
of consumption in the groups composing 
the Russian people, the following classi- 
fication may be suggested: 

. 1. Groups belonging to the modern 
European or occidental type of culture, 
which is the type that, despite all its 
defects, best satisfies the extensive and 
varied needs and aspirations of man- 
kind. These groups consume all kinds 
of articles whether produced in Russia 
or imported from abroad, and their 
ideas and knowledge have kept pace 
with those in the most advanced coun- 
tries in the world. 

2. Groups which still retain the 
anachronistic culture of Asiatic type, - 
some of whose characteristics are valu- 
able, but the greater part of which are 
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too few in number as well as low in 
quality and, in some cases, positively 
detrimental to the normal development 
of mankind. The knowledge and ideas 
of these groups suffer from a greatly 
retarded development, their needs are 
limited and elementary, and their con- 
sumption is confined mainly to articles 
of local or national production, with 
very little consumption of imported 
articles. 

3. Groups of mixed culture, in which 
material and abstract characteristics of 
both the cultures just mentioned are 
mingled in varying proportions, thus 
producing various economic-cultural 
levels. 

In summing up the above considera- 
tions, we may say that when the Rus- 
sian social groups 2 and 3 are accul- 
turated—that is to say, when they have 
been united to the culture that is suit- 
able for them-—they will jointly in- 
crease, improve, and develop their aspi- 
rations and needs, their knowledge and 
ideas, transforming their potential de- 
mand into an effective demand and in- 
creasing their quantitative and quali- 
tative consumption. This will give rise 
to new, large markets in Russia, thus 
providing a ready outlet for the prod- 
ucts of that country and for the surplus 
products of other countries which are 
belligerently contending for the con- 
sumer’s favor. 

Of course, this does not mean that all 
the cultural characteristics of groups 2 
and 3 should be systematically de- 
stroyed in order to make way for those 
of group 1, for this would be equivalent 
to robbing the small national groups 
and other groups of their traditions and 
personality. On the contrary, it is pro- 
posed to (a) stimulate the valuable 
characteristics of types 2 and 3; (b) 
fuse or mingle these characteristics with 
those of type 1, when the resultant 
mixed characteristics are superior to the 
original ones; (c) substitute useful 


characteristics of type 1 for deficient 
characteristics of types 2 and 3; (d) 
introduce in groups 2 and 3 many valu- 
able characteristics of type 1 which do 
not already exist in the anachronistic 
and elementary cultures of those 
groups; and (e) procure the elimination 
of harmful and otherwise undesirable 
characteristics of types 1, 2, and 3. 


In LATIN AMERICA 


In countries on the American Conti- 
nent and especially in Latin America, 
analogous economic-cultural phenomena 
are observable: small social minorities 
which consume normally, and large ma- 
jorities which consume very little but 
have a great potential capacity to con- 
sume. ‘There are countries such as Ar- 
gentina in which the population belongs 
exclusively to the European type and 
is more or less successfully adapted to 
the new environment, and where eco- 
nomic measures are most effective. In 
these countries the importation of for- 
eign articles, which is one of the best 
indices for measuring the standard of 
living, is probably the highest in Latin 
America; for example, according to 
information at hand, such imports 
amounted to $26 per capita in 1936 
and $39 in 1937. 

In other countries, such as Mexico, 
Peru, Guatemala, and others, where the 
population is very hetercgeneous, the 
groups that compose it belong to three 
cultures: (1) European, (2) indigenous, 
derived from pre-Hispanic culture, and 
(3) mixed, resulting from the contact 
between the first two. The minorities 
belong to the first of taese cultural 
types, the majorities to the second and 
third. In these countries the use of 
economic measures is quite as impor- 
tant as that of cultural measures; but 
the first has been employed with full 
force in very few countries, and as for 
the second it has hardly been tried at 
all, since the properly educational ac- 
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tivity with which it has generally been 
identified is, strictly speaking, only one 
of its component parts. 


IMPROVEMENTS IN MEXICO 


Mexico is one of the countries in 
which a most vigorous effort has been 
made on a large scale to increase the 
economic resources of the masses, par- 
ticularly in the last six years, in which 
the administration of President Carde- 
nas has made lavish donations of land 
and financial aid to the peasants, has 
raised the wages of labor considerably, 
has placed in the workers’ hands vari- 
ous means of production, and has re- 
formed and strengthened the laws and 
regulations for the protection of work- 
ers. Similarly, various measures of ac- 
culturation have been adopted: provi- 
sion of drinking water and medical serv- 
ices in rural villages, construction of 
main highways and local roads, multi- 
plication of rural schools, and so forth. 

These measures, together with the 
economic improvement mentioned above, 
have brought about a perceptible prog- 
ress among various sectors of the Mexi- 
can masses. Nevertheless, the next ad- 
ministration will have to make a great 
effort to spread the work of accultura- 
tion more widely among the masses, 
especially among the Indian-mestizo 
element. The numerous groups among 
which its influence has not yet been felt 
will find it difficult to make progress 
even though their economic condition 
may have been improved, since the 
force of tradition and custom will make 
them preserve their elementary and 
primitive needs and aspirations and 
cling tenaciously to the anachronistic 
cultural characteristics of the indige- 
nous type which have persisted from 
remote times. 

Examples of this can be found in 
many parts of the Republic. One of 
these is the irrigated zone near Actopan, 


in the state of Hidalgo, which the writer 
has investigated personally. Here many 
families have improved their economic 
position, since for several years past 
they have owned and worked very fer- 
tile land that was given them in accord- 
ance with the agrarian legislation; and 
yet about 50 per cent of the articles that 
they use and consume are of the in- 
digenous cultural type. The same may 
be said of their ideas and concepts. In 
other words, these primitive articles and 
characteristics of abstract culture are 
the same as or very similar to those of 
their ancestors prior to the Spanish 
conquest—a fact which signifies a great 
inferiority in their standard of living. 

Projects for the solution of this im- 
portant social problem are making their 
appearance in the platforms of the can- 
didates in the current presidential cam- 
paign. We shall briefly discuss the pro- 
posals made by one of these candidates, 
General Manuel Avila Camacho, be- 
cause of their interest not only for Mex- 
ico but also for other countries on this 
continent and especially for the Indo- 
Hispanic countries, since their hetero- 
geneous populations closely resemble 
that of Mexico in several respects in 
their historical antecedents, the char- 
acter of their social structure, and the 
trend of their evolution. 


PROPOSED PROGRAM FOR MEXICO 


One of this candidate’s projects con- 
sists of three parts, as follows: (A) Ob- 
jectives, (B) Investigation, and (C) 
Execution. The projects of this kind 
are to be carried out exclusively or at 
least primarily in villages whose in- 
habitants already possess or are being 
given the economic means which in 
greater or less degree are prerequisite 
to the raising of their cultural level. 
Among the most important of these eco- 
nomic means are land, water, credit, 
and communication facilities, 
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(A) Objectives 

The objectives are: (1) to raise the 
level of abstract or intellectual culture 
of the Indian-mestizo masses by means 
of a special kind of school which will 
be discussed below; (2) to increase the 
quantity and the quality of material 
needs of these groups; (3) to make it 
possible to satisfy these needs by facili- 
tating the acquisition of articles and 
objects which are more useful and effi- 
cient than the antiquated articles now 
in use, and at the same time to intro- 
duce many articles which are at present 
unknown to these groups; and (4) to 
stimulate the national production of ob- 
jects of this kind and the importation 
of those not produced in Mexico. 


(B) Investigation 


Institutions scientifically equipped 
for social investigation will make in 
rapid succession a series of reports de- 
signed (1) to determine the stage of 
development of abstract culture already 
reached by these backward groups and 
formulate the methods which should be 
employed by the above-mentioned 
schools to raise the level of that culture, 
and (2) to ascertain, both qualitatively 
and quantitatively, the present standard 
of living among these groups and con- 
sequently their present consumption of 
articles and objects. These would be 
divided into three classes—useful, de- 
fective, and harmful—in order that 
some of them might be retained (as is 
usually done with those of an aesthetic 
kind), while others might be altered and 
improved, and still others eliminated 
and supplanted by new objects. 


(C) Execution 


On the basis of these investigations, 
it is proposed to select villages which, 
because of their strategic position, per- 
mit the development of effective propa- 
ganda in the surrounding regions, and 


to establish in them three kinds of 
agents of acculturation: (1) schools for 
promoting rationalism and accultura- 
tion, (2) model houses, and (3) con- 
sumers’ co-operative stores. 


(1) Schools 


As a matter of fact, the Ministry cf 
Public Education already has thousands 
of schools in which private instruction 
is given and an effort is made to ration- 
alize the ideas and ccncepts of the pu- 
pils and to demonstrate the superiority 
of scientific knowledge to merely arbi- 
trary or conventional knowledge. In 
the schools that already exist and in 
those that are to be established in the 
villages selected in accordance with 
these proposals, special emphasis will 
be laid on making the pupils, children 
as well as adults, understand the 
character and aims of the work of ac- 
culturation discussed ir this article. 
Instruction on this point will be comple- 
mented by personal observation in the 
model houses and the co-operative 
stores. 


(2) Model houses 


In the selected villages, model houses 
will be constructed which will be 
adapted to the local conditions of ge- 
ography and climate and to the artistic 
traditions and the economic resources 
of the inhabitants, and preference will 
be given to local construction materials. 
These houses will correct defects in the 
construction and arrangement of dwell- 
ings. For example, the unsanitary dirt 
floor will be replaced by one with a hard 
surface which can be cleaned, and win- 
dows will be cut in the walls for ventila- 
tion and light. Since the cost of glass 
windowpanes is beyond the means of 
many of these people, sheets of cello- 
phane will be used as a substitute. This 
device has been tried successfully in 
several regions, for zhe cellophane not 
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only is cheaper than glass but also ad- 
mits the germicide ultraviolet rays. 

These model houses will contain mod- 
ern domestic utensils and farm and in- 
dustrial tools; of the old-fashioned tools 
and utensils, only those that have artis- 
tic value will be kept. 

These houses will be occupied by 
“model families” of Indians and mesti- 
zos, who will preferably be natives of 
the village and whose standard of living 
is above that of the other inhabitants. 
If possible, families will be selected 
which have lived for some time in the 
United States, since such families have 
reached a higher cultural level than 
those which have never been outside of 
Mexico. Their diet will be more varied 
than the usual one, which consists of 
corn, chile, and beans, to which will be 
added soy beans, which are richer in 
proteins than meat, milk, and eggs. 
Shoes will replace the primitive Aua- 
rache or sandal, the use of which causes 
uncinariasis and infection by various 
parasites. These families will carry on 
a direct and experimental propaganda 
among the other inhabitants of the vil- 
lage through their activities and their 
way of using the tools and utensils men- 
tioned above. In other words, they will 
educate their neighbors, inducing them 
by the force of example to increase and 
multiply their needs and to raise their 
standard of living. 


(3) Consumers’ co-operative stores 


If this undertaking is to succeed, it 
will not be enough for the inhabitants 
of the village to want to live and labor 
as the “model families” do; they must 


also be able to buy the necessary equip- 
ment at moderate prices and, if pos- 
sible, on the installment plan. In the 
villages, Mexican-made articles. and 
merchandise brought from other parts 
of the country are generally sold at a 
high price -because they are burdened 
by middlemen’s charges. As for the 
few articles imported from abroad that 
are used in the villages, their prices are 
prohibitive. 

In view of this situation, each of the 
selected villages will be given not only 
a model house but also a model store, 
which will be kept by one of the model 
families and in which Mexican and for- 
eign goods needed by the inhabitants to 
increase their needs and raise their 
standard of living will be sold at cost 
and on the installment plan. In due 
course these stores will be turned over 
to co-operative societies formed by the 
people of the villages in question. 


Resutts Horep For 


If these measures produce the good 
results that can be expected of them in 
Mexico, and if they are extended to 
other countries of Latin America and 
to other continents, especially to coun- 
tries with culturally heterogeneous pop- 
ulations, they will contribute effectively 
to the creation of an extensive new 
market serving hundreds of millions of 
consumers, and to the development of 
the industries of the world. A large 
part of this new demand will be met by 
producers in the industrial countries, 
and thus the international conflicts aris- 
ing from an apparent lack of markets 
for consumers’ goods will be mitigated. 


Manuel Gamio, Ph.D., is director of the Depart- 
ment of Demography in the Ministry of the Interior, 
Mexico City. He is a member of the General Ad- 
visory Council of The American Academy of Political 
and Social Science, and is author of “Aspects of Mexi- 
can Civilization” (1927), “Mexican Immigration to 
the U.S.” (1930), and other works. 


Peace Means More than Political Adjustment 


By CLYDE EAGLETON 


HE general title of this session, 

“Political Adjustments and Durable 
Peace,” intrigued my fancy to such an 
extent that I resorted to the dictionary 
to aid my thinking. I find that the 
word “political” means “having to do 
with government”; and I find that the 
word “adjustment” means “to arrange, 
to put in order, to make exact”—with a 
sort of implication that something has 
slipped out of place and is to be shifted 
slightly so as to make everything tidy 
and orderly. 

How, then, are political adjustments 
to be related to durable peace? Ap- 
parently, the makers of this program 
differentiated political from economic 
and other considerations; but it seems 
apparent to me that government in- 
cludes all phases of human activity— 
economic, social, humanitarian, or what 
not; and if I am to talk of political 
things I must include everything. 

The word “adjustment” puzzles me 
more. Durable peace, I am sure, in- 
cludes more than merely slipping some- 
thing back, to fall with a click into its 
proper place; it involves more than 
slight changes to put things into sym- 
metrical order. It will not be enough 
to shift a few thousand persons from 
Rumania over into Hungary, thereby 
making Rumania instead of Hungary 
the discontented party; it will not be 
enough to draw a new boundary line 
between Germany and Poland; not 
enough to transfer a few colonies from 
Great Britain to Germany; not enough 
for State A to lower the tariff on onions 
one centime provided State B lowers 
the tariff on carrots one centavo. “Ad- 
justment” is not a strong enough word 
for our purposes; you cannot build a 
durable peace upon adjustments. We 
need rather such a word as “construc- 
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tion”; and it would be appropriate to 
say political construction, including 
therein everything of interest to hu- 
manity. 

Perhaps we should consider also the 
words “durable peace.” The former 
word, in its etymological derivation, 
seems to imply something hard enough, 
or strong enough, to last for awhile; 
something intended to be continuing, 
ratker than temporary. I shall there- 
fore not be talking of peace in the sense 
of keeping out of this particular war, 
but of peace in the sense of not having 
any war to keep out of. As to the word 
“peace,” I shall content myself for the 
moment with the popular definition of 
peace as the absence of war, and shall 
return a little later to the implications 
of this definition. First, let us see what 
are the foundations upon which the con- 
struction of durable peace must be laid. 


Woritp CHANGES 


I: is an interesting fact, often com- 
mented upon, that the progressive 
American business man, who in his busi- 
ness keeps right up to date at whatever 
cost, can get little farther along in his 
political thinking than the days of 
Gecrge Washington. No department 
store today would say that stairs were 
good enough for our ancestors, and 
therefore refuse to install elevators or 
escalators; no business man does his 
correspondence in longhand just be- 
cause typewriters were unknown in 
1776; even the farmer now wants a 
tractor instead of a horse. But talk to 
any one of these progressive persons 
about ‘foreign policy, and the` chances 
are that Washington’s Farewell Address 
is as far as he has moved. Now, as a 
matter of fact, during the period since 


36 Tse ANNALS OF THE AMERICAN ACADEMY 


Washington the world has gone through 
the most amazing changes that history 
records—changes which have trans- 
formed cur nation and which are now 
transforming the community of nations. 
I can give you only a few illustrations 
to show the effects of these changes. 

Note first how the size of the world 
has been reduced. In the time which 
Washington required to go from Mt. 
Vernon to his inauguration, he could 
now go from Mt. Vernon to Hawaii or 
Russia. In travel time, the size of the 
world is now smaller than were the thir- 
teen colonies. The communication of 
news is now instantaneous; one can 
hear Hitler over the radio sooner than 
those who sit before him can hear 
him. ‘Transportation and communica- 
tion have become so reliable and effi- 
cient that one part of the world may 
now, and does now, depend upon other 
parts of the world for its needs. A hap- 
hazard sort of a division of labor is now 
appearing among nations, which needs 
to be systematized, since human lives 
and needs depend upon it. This devel- 
opment has gone so far that the most 
vulnerable part of modern civilization 
is its traffic. A stoppage of traffic— 
railway, subway, elevators—means dis- 
aster. 

Because of the problems and the ne- 
cessities arising out of this development, 
various international organizations have 
appeared. Postal deliveries, upon which 
modern business depends, are regulated 
by the Universal Postal Union. There 
is a Telecommunications Union to han- 
dle radio and telegraph. The through 
ticket which the tourist buys in Europe 
is possible because of the Railway 
Union. Air travel depends upon the 
Commission for Aerial Navigation— 
which now needs to be extended to 
cover the world. And there are many 
other international organizations in this 
field. 


INTERNATIONAL TRADE 


I do not need to pause for illustra- 
tions to show the effect upon the busi- 
ness man of this interdependence of na- 
tions. The development of nylon in the 
United States will wreck the silk indus- 
try of Japan; the paint industry in the 
United States suffers from the lack of 
tung oil from China. There are thou- 
sands of such illustrations. Our foreign 
trade may be a small percentage of our 
total trade, but it is a vital percentage. 
Not only does it represent the whole 
margin of profit in some industries, but 
there are industries which would not be 
able to carry on without their small 
quantity of imports. Without imports 
of rubber, manganese, tungsten, and 
other materials, we should be unable 
to have the modern automobile, tele- 
phone, or other things. In a broader 
sense, the American business man now 
knows that an economic depression may 
be forced upon him, or the value of his 
money reduced, by international factors 
beyond his control. On the other hand, 
he can see wonderful opportunities for 
mass production if foreign markets 
could be opened to him. But he does 
little about it. In this field there are 
only such organizations as the Bureau 
for the Publication of Customs Tariffs, 
or the Union for the Protection of In- 
dustrial Property. I am speaking only 
of official organizations. 

Instead of seeking organizations and 
co-operation to promote business, the 
American people run on the principle of 
putting the debtor in jail, thus assuring 
that the debtor will never be able to 
pay. We know that foreign nations 
must sell if they are to get the money 
with which to pay for the things we 
wish to sell them; but we build high 
walls of tariff to prevent them from 
selling to us. At this moment the Re- 
publican party is making a party issue 
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—just as it did with the League of Na- 
tions in 1919--out of the Reciprocal 
Trade Agreements, which represent 
about the least possible we could do to 
aid international trade. Yet, this is 
probably the most important field in 
which interdependence operates. 

The farmer, I hear, is learning a great 
deal about his dependence upon inter- 
national affairs. He now knows that a 
rain in Russia or a snow in Argentina 
has more to do with the price of his 
wheat than the manipulations in Chi- 
cago or Wall Street. He has probably 
heard that the United States has had a 
long diplomatic controversy with Ar- 
gentina over his meat. He may not 
have heard that the League of Nations 
has held an international conference on 
hides and bones in his interest. He has 
probably never heard of the Interna- 
tional Institute of Agriculture at Rome. 
But he is learning that he cannot solve 
his problem by planting more—or by 
plowing cotton under to raise its price, 
for immediately other peoples begin to 
plant more cotton to get the benefit of 
this price. 

Labor, too, is learning. Competition 
with foreign goods raises questions of 
comparative wages and hours of labor. 
If by international agreement the wages 
and standards of labor in other coun- 
tries can be raised, the American laborer 
need have less fear for his own stand- 
ards. He cannot feel secure even as to 
his health and safety unless in other 
countries provision is made for the pro- 
tection of health and safety. Much less 
can he feel any security as to employ- 
ment in an economic system which may 
be disrupted by international factors. 
He cannot forever protect himself by 
high tariffs and by excluding foreign 
goods. The international needs of labor 
have been recognized by the establish- 
ment of the International Labor Or- 
ganization, of which the United States 
is a member. 


INTELLECTUAL AND MORAL 
INTERCHANGE 


In no respect is the interdependence 
of the modern world bezter shown than 
in the intellectual and scientific field. 
A new invention or discovery, even a 
new idea, may mean enormously more 
happiness for human beings if it is al- 
lowed to cross national frontiers. If it 
is not allowed to travel it may remain 
incomplete and impotent. A contribu- 
tion from this state, another from that 
state—put them together and you have 
the automobile, radio, aviation. Think 
how long it would take if each people 
had to think up all these things for it- 
self! Modern life and economy depend 
upon such interchange: think, for one 
example, of the many manifestations of 
electricity and what they have meant to 
humanity. We may be thankful that 
knowledge has not been—like commerce 
—subjected to national boundaries; and 
that many international organizations 
have been created to further the ex- 
change of teachers and students, of 
ideas and literature, between nations. 
It would be disastrous to humanity if a 
nation seeking autarchy should restrain 
within its own boundaries its contribu- 
tions to human advancement, or should 
shut out from its territory the knowl- 
edge of other peoples. And today that 
very tendency is appearing. Forced to 
depend upon themselves and to build 
up their own strength jor all emergen- 
cies, states are now beginning to keep 
for zheir own exclusive use such contri- 
butions to human knowledge as appear 
within their boundaries. 

And, finally and fundamentally, what 
of the international brotherhood of man 
which the churches teach? No human 
society can live in harmony except upon 
the basis of commonly accepted moral 
principles; law and order must be 
fourded upon them. And there are 
moral principles which have been uni- 
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versally accepted, sufficient to serve as 
a foundation for law and order between 
nations. The application of these prin- 
ciples to new situations of today may 
be puzzling, but it can be made. Shall 
nations seeking their own glorification 
be permitted to deny and forbid these 
long-accepted principles? Shall each 
nation require its own ideology and set 
it up against others? If so, we face 
eternal conflict. The churches must 
teach their peoples to support and apply 
these principles in the relations between 
states. 


ÅN INTERNATIONAL SYSTEM 


Most of what I have been saying is 
well known; but the total is impressive. 
Add it up, and the conclusion is that no 
state can live to itself. Some states 
would starve if their communications 
with the rest of the world were cut off; 
all states would suffer and be forced to 
return to the standards of years back. 
And there is no people which wishes to 
make such a return. Consequently, na- 
tions have gradually builded up an in- 
ternational law to govern their mutual 
relations and to protect the vital busi- 
ness of interchange between states; they 
have set up machinery for settling dis- 
putes which may arise between them; 
they have created many international 
institutions to take care of this or that 
community need. More recently they 
have set up, as a central and co-ordinat- 
ing machinery for all fields of commu- 
nity interest, the League of Nations 
system. I think I am perfectly safe in 
saying that this machinery, especially 
that at Geneva, will be continued, for 
the simple reason that it is recognized 
to be indispensable. I am referring to 
the League now in its capacity as ma- 
chinery for voluntary agreement. In 
this activity the United States has par- 
ticipated to a larger degree than have 
many of its members. 

We have advanced this far, and I 


repeat with assurance that the nations 
of the world will not give up this ma- 
chinery for voluntary agreement: But, 
starting from that point, two questions 
arise: (1) Is a system sufficient for our 
needs in which one state may veto ad- 
vance and hold back the entire world? 
(2) Is it possible to secure voluntary 
agreement for the common good as long 
as the threat of war exists? To put it 
in another way: Must this machinery 
which we have builded up be now given 
authority, so that through it the com- 
munity of nations may be able to ad- 
vance even though some states stand in 
the way?” 


CHARACTER AND Costs oF War 


We have considered the interdepend- 
ence of peoples; let us turn now to the 
effect of modern war. The character 
of war itself has been affected, and its 
consequences vastly increased, by this 
same interdependence of which we have 
been talking. A century ago, a war 
could be waged by a small professional 
army, and the bulk of the population 
even of the state making war remained 
little affected by it. The law of war 
and neutrality recognized this situation 
and distinguished between combatants 
and noncombatants. This distinction is 
now gone, for modern war is fought not 
only by a few men with guns, but by 
the whole organized economic power of 
the state, and every man, woman, and 
child may be called into service. A 
factory or a railway junction or an air- 
port may now be as important a point 
for attack as a fort would have been a 
century ago. Civilians are now subject 
to war dangers as well as war duties; 
it is a current joke that the family at 
home is in more danger than the men 
in the trenches. 

Persons who would never accept prin- 
ciples of collectivization for peacetime 
accept it meekly in war; they must do 
so if they are to wage war. The gov- 


PEACE MEANS MORE THAN POLITICAL ADJUSTMENT 39 


ernment is compelled to exercise dictz- 
torial control over its citizens. It rhust 
ration their food, their gasoline, and 
other needs; it must shift them from 
ordinary occupations to war activities, 
or from their own homes to points re- 
moved from danger of attack; it may 
forbid freedom of speech or movement. 
These changes have increased the 
cost of war to an incredible extent. 
This cost appears not only in the bil- 
lions spent upon armaments and the up- 
keep of military forces, but in the faz 
greater losses flowing from the disloca- 
tion of ordinary business, the destruc- 
tion of property, and the vast sums nec- 
essary for reconstruction after the war 
is over. Victory today means destruc- 
tion of the industrial resources of the 
enemy. We are not able to organize 
for peace, but we submit even to dic- 
tatorial regimes in order to organize for 
mass destruction. It is incredible! 
And this is the least of the cost of 
war. We used to think that war began 
on a certain day and ended on another 
day; but now, war goes on always. The 
peacetime economy of a nation must be 
always geared to preparation for war. 
Factories and railways are not built 
where they would be of the greatest eco- 
nomic service, but where they will be 
of the greatest military service. When 
war comes and ordinary lines of com- 
munication are disrupted, a nation may 
not be able to secure those things which 
it needs, such as raw materials. It must 
therefore organize itself in peacetime in 
the most self-sufficing fashion, no mat- 
ter how costly and uneconomic this may 
be. Indeed, a nation may think it nec- 
essary by conquest to put under its 
physical control territories which con- 
tain what it needs—so as to be ready 
for wartime. The struggle over raw 
materials is not so much the cause of 
war; rather, the existence of war causes 
the struggle for raw materials, 
According to Secretary Davis, during 


the World War it tock seventeen men 
at home to supply each American soldie= 
at the front. The measure of a state’s 
preparedness is not the number of guns 
which it has, but its capacity for indus- 
trie] production. The peacetime activ- 
ity of the state becomes more and more 
devoted to the job of keeping preparec 
for war. To this, add propaganda and 
economic penetration of other states as 
preparation for war. The trend in the 
world today is to organize at all times 
for destruction, and ordinary rules of 
economics are laid aside to prepare for 
war. 

The neutral is almost as much af- 
fected by war as is the belligerent. A 
century ago, a neutral people could 
shrug its shoulders and say “Let them 
fight; what do we care?” Today, its 
trade and business are ruined; its ships 
are sunk and the lives of its citizens are 
taken—as is happening every day in the 
waters around England end even in 
South Atlantic waters; its feelings are 
so outraged and its rights are so in- 
fringed upon that it is tempted to go 
to war to defend itself against such out- 
rages. Indeed, the very life of the neu- 
tral may be at stake. Finland knows 
this; Norway and Sweden know it; 
even the faraway United States resorts 
to desperate and uncharacteristic meth- 
ods to avoid being drawn in. The 
Netherlands and Belgium and Switzer- 
land are about as fully mobilized as if 
they were at war; the United States is 
spending vast sums because of the situ- 
ation. 

The interdependence of peoples and 
the totalitarian character of modern war 
have made war a danger of unprece- 
dented magnitude to humanity; and, on 
the cther hand, its cost is now so great 
that no profit can be had irom it. It 
must inevitably leave victor and van- 
quished exhausted and neutrals suffer- 
ing. This is what is meant when it is 
said that peace is indivisible; no one 
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state, under the conditions of modern 
warfare, can be at peace while others 
are at war. 


Wary Do WE Have War? 


How has humanity permitted itself 
to be diverted from the path of prog- 
ress into this path of destruction? Why 
do human beings submit to it? Why 
do we have war? 

The answer is not so simple as say- 
ing that it is due to the selfish desires 
of bankers, as Senator Nye would have 
it; or due to propaganda, as Mr. Millis 
would have it; or due to munitions 
makers, as others would have it. So 
ancient and established an institution 
as war cannot be so simply explained 
away; it rests upon far more funda- 
mental bases. War has long been ac- 
cepted by human beings as a means of 
performing certain functions which are 
essential in any human society—such, 
for example, as settling disputes, reme- 
dying injustices, enforcing rights. Of 
course, war is about the worst imagi- 
nable means of doing these things. Of 
course, too, war is used, since each state 
is free to use it, for other and far more 
vicious purposes. It is surprising that 
human intelligence has not long ago 
found a better means than war; but it 
has not done so. 

The functions which war is expected 
to perform must be performed in any 
human society. Unless we can find a 
satisfactory substitute to carry on these 
functions, we cannot hope to get rid of 
war. It is for this reason that disarma- 
ment has failed, that is merely putting 
the cart before the horse. If we are to 
have war, then we should have arms; 
and, incidentally, the munitions manu- 
facturer should therefore be praised 
rather than condemned. Passive re- 
sistance does not settle a dispute or 
maintain justice. The removal of the 
causes of war is no answer, for it does 
not tell how the causes are to be re- 


moved. To declare war illegal by fiat, 
as in the Kellogg Pact, does not provide 
any substitute for the war which is 
called illegal, and is therefore ineffec- 
tive. 

I reiterate and emphasize this point, 
for it must bs the beginning of our 
thinking: war is not an end in itself, 
but merely a weapon; war is not fought 
because of the love of fighting, but be- 
cause a nation hopes by war to achieve 
some purpose; war is the long-estab- 
lished means of settling disputes and 
remedying wrongs and maintaining 
rights. We cannot hope, then, to be 
rid of war unt] we have put something 
in its place. For this reason, I say 
that the movement to “keep America 
out of war” is a barren one. It does 
not even offer adjustment, much less 
construction. I, too, say, keep out of 
this war. But let us not stop our think- 
ing at that point. To keep out of war 
does not mean that we get peace. Du- 
rable peace means the absence of war, 
not merely keeping out of a war. 


AN INTERNATIONAL GOVERNMENT 


In the community of nations today 
there is taking place the same sort of 
development that has produced and ex- 
panded government between individuals. 
Being intelligent, humans have always 
chosen to submit to law and govern- 
ment rather than engage in continuous 
fighting and vigilance, each for himself. 
They do it reluctantly, under the pres- 
sure of greater and greater danger; and 
surely, the danger of modern war is 
enough to make nations realize that 
they must choose law and order rather 
than fighting each for itself! 

National sovereignty may be com- 
pared to incividual liberty. It is a 
precious possession, to be guarded and 
watched over; but it cannot be per- 
mitted to go so far as to endanger the 
liberty of others. The experience of the 
human race is that liberty can be pro- 
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tected only by the joint action of all, 
protecting the liberty of each against 
the liberty of others. National sov- 
ereignty is not now and can never be 
unlimited; its very existence cannot be 
assured unless protected by the joint 
strength of the community. The fate 
of Ethiopia, of Austria, of Czechoslo- 
vakia, of Poland, gives us ample evi- 
dence in our own day. 

Nations, like individuals, unwillingly 
admit the reign of law over them; but 
they gain by doing so. The choice is 
between the incredible foolishness of 
war and the surrender of a little na- 
tional pride and sovereignty. The 
choice should not be so difficult, for 
there could not be a worse system under 
which to live than our present war 
system. 

It is inevitable that we should have 
an international government; our un- 
willingness to move in this direction 
simply means more bloodshed and 
waste. We have, as a matter of fact, 
already gone a long way in that direc- 
tion; we need only to take a few steps 
farther. Like the United States under 
the Articles of Confederation, nations 
have learned that it is not so bad to 
work together in a common system, and 
also that the system they have is not 
strong enough. ‘The next step is ob- 
viously that which the Confederation 
took when it transformed itself into a 
stronger system. 

I have no blueprint to lay down, but 
I should like to conclude by suggesting 
a few principles and steps to follow: 

1. The sovereign state exists for the 
purpose of serving the individual, and 
must be subordinated to that purpose. 

2. The interests of individuals are 
better served by the assurance of peace- 
ful trade and intercourse between peo- 
ples than by isolation and national sov- 
ereignty—and war. 

3. To serve this intercourse between 
peoples there must be an organization 


having power, within agreed fields and 
limits, to make decisions and lay down 
rules binding all members. 

4. It is worth much sacrifice of na- 
tional pride and sovereignty if we can 
eliminate war; but this cannot be done 
until satisfactory means are provided 
for remedying injustices and for guar- 
anteeing the security of nations within 
their rights. 

5. Whenever a state resorts to vio- 
lence against another, <ll states should 
be obligated to use their economic power 
to prevent hostilities; and they should 
be prepared to back up such measures, 
if necessary, by force. 

6. In order to distribute the burden 
of maintaining order more satisfactor- 
ily, there should be regional divisions 
of the universal system, each having a 
large degree of autonomy. 

7. Finally, it would be desirable to 
have some sort of a Bill of Rights which 
would protect human liberties within 
each state. 


UNITED STATES SHOULD CO-OPERATE 


To such a system as this we are in- 
evitably moving, and would move much 
faster if the most powerful state in the 
world would co-operate. Far from tak- 
ing the lead which our position sug- 
gests, we in the United States refrain 
from help, and block the efforts of the 
community of nations to re-establish 
economic equilibrium and to uphold law 
and order in the world. The noblest 
words which we seem able to utter to- 
day are “Keep America out of War!” 
Very well; but what then? Can we 
not distinguish between the immediate 
problem of keeping out of this war and 
the permanent problem of establishing 
a durable peace? Shall we go on in the 
same old way after this war and the 
economic chaos which will follow it? 
Shall we sit back blindly, cringing in 
fear of the next war, when we shall 
again shriek “Keep America out of 
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War”? The way to keep America out war and make it unnecessary; a system 
of war is to join with the community of which will uphold law, administer jus- 
nations in a system which can replace tice, and prevent violence. 
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America’s Contribution to an Enduring Peace 


By Norman THOMAS 


OR me, Tuesday, April 9, was a 
day to be marked with mourning. 
Most of us were well aware of the fact 
that it was entirely possible that the 
war would be spread to the Scandina- 
vian countries. Nevertheless, I think 
that to most of us it came as a shock 
that so suddenly and with so little warn- 
ing the actual occupation of Denmark 
and the invasion of Norway took place. 
We have seen this week the invasion 
and the possible extinction of two of 
the three countries which I think are 
in the vanguard of civilization, certainly 
in Europe—the countries which have 
given some dignity and meaning to the 
word “civilization.” Their only crime 
is their smallness and weakness, and 
for that they are suffering by being 
chosen as the battlegrounds for mighty 
belligerents. As far as Hitler is con- 
cerned, this act of invasion is only the 
latest of the crimes against minority 
groups and small nations which must 
be charged against all the dictators, but 
the effect of this invasion is of a sig- 
nificance that we cannot yet accurately 
judge. 

It may well be that if Germany is 
not dislodged from Norway, any hope 
of crushing Germany to her knees is 
very remote. I would still hope, even 
in that event, that Germany would not 
be able to crush her enemies to their 
knees. But let us face the facts frankly. 
The successful occupation of Norway 
probably ends any easy hope of any 
victory by the Allies which will enable 
them to write another peace of Ver- 
sailles, or such an improvement on the 
peace of Versailles as the deliberations 
of scholars and statesmen might help 
to bring about. Even if Germany 
should be dislodged by British sea 
power after this extraordinary and dar- 
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ing exploit, still I believe it is by no 
means certain that there will be any 
such victory as will beat Germany to 
her knees. 


A NEGOTIATED PEACE 


I do not say this because of any wish- 
ful thinking, but because I think it is 
necessary for us when we examine terms 
of peace to face the fact, among others, 
of the probable outlook for victory on 
either side. If the chance for victory 
is remote and if the costs of protracted 
war are very great, if neutral after neu- 
tral is likely to be included in the area 
of devastation, and if destruction is 
likely to be extended, then it behooves 
us to consider not so much the terms of 
an ideal peace as those terms on which 
any kind of peace which will be peace 
at all can be achieved in any reasonable 
time. 

I am not suggesting that now is the 
time for American mediation in behalf 
of negotiated peace. I am suggesting 
that it is necessary to examine such 
events as we are now witnessing with 
other than our emotions; that we can- 
not judge them adequately against a 
David-versus-Goliath background of 
hope; that it may come to be a ques- 
tion whether a continuation of the war 
holds any likely hope for anything ex- 
cept first an extension of destruction, 
then perhaps an extension of chaos, so 
that a negotiated peace may be prefer- 
able. 

It was not believed in the first World 
War that a negotiated peace might be 
preferable. But most of us would now 
agree that a negotiated peace, while 
far from ideal, would have left Europe 
in better, not worse, condition than it 
is now—that there would have been 
more, not Jess, chance for some sort of 
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orderly progress. The same thing may 
now be true, in spite of some difference 
between that war and this. 


AGAINST AMERICAN INTERVENTION 


I fear that too great dwelling upon 
ideal terms of peace will make us cham- 
pions of an indefinite prolongation of 
the war, with all that is implied in that. 
I do not believe that America should 
enter the war or permit herself to be 
drawn into it. I believe there is 
no contribution by participation that 
America could make that would war- 
rant that extraordinary sacrifice; that 
we can do more for the world out of 
war than we can do in it. This atti- 
tude is not based on any belief in the 
parity of guilt of the belligerents, for 
there is a difference. I shall not now 
take time to examine that difference 
except to say that Hitler and Stalin 
were clearly aggressors in this war. 

If I could imagine my country in the 
role of the God whom we sometimes 
picture, a God of judgment and of 
power, then I might want my country 
to intervene to bring about righteous- 
ness, as God himself has not yet inter- 
vened. Even so, perhaps we should 
not understand by our righteousness 
through what conditions man has to 
learn the things that belong to his sal- 
vation. But the important point is that 
the United States has neither the wis- 
dom nor the power to play this godlike 
role. 

Our intervention would not of itself 
certainly and definitely tip the scales 
to a comparatively easy victory on the 
side on which we might intervene. It 
would not necessarily shorten the war. 
It would not change the character of 
imperialism, would not alter those so- 
cial-economic forces which we only 
dimly understand, which are inexorably 
at work through war or through peace. 
I have been tempted to interpret history 
in terms of a kind of diabolism of dic- 


tators. There are some possible ele- 
ments of truth in that interpretation, 
but we are fools and blind if we let that 
devil theory of history obscure from our 
sight the fact that there is a movement 
in the world of great and sinister forces 
which “good” imperialisms have helped 
to create and cannot adequately master. 
It is not true that the tragic fate of this 
hour comes altogether upon innocent 
people. It is true enough that the Scan- 
dinavians are innocent, but it is not true 
that the march of history can be pic- 
tured in terms of war between light and 
darkness. It is the failure of what we 
call democracy, the failure of what we 
call the “better” imperialism (if we ad- 
mit that it is imperialism at all!) that 
has made possible this extraordinary 
rise to strength of Hitler and other dic- 
tators. We shall get nowhere for last- 
ing peace unless we understand that 
fact. 

Military victory is by no means, 
therefore, of itself the answer to those 
forces now at work in the world. In 
1918 we had a military victory so com- 
plete that it is very doubtful whether 
either side in this second World War 
will be able to parallel the completeness 
of that victory. And those complete 
victors did not know how to make a 
peace that would endure. There is no 
guarantee whatsoever that there would 
be any better history written should we 
participate again to bring complete vic- 
tory to one side. Great as is the poten- 
tial power of America, we cannot police 
Europe, much less Asia, and in addition 
protect the whole Western Hemisphere. 
We have to make some choice in this 
matter. Nor can we expect that a na- 
tion having as many unsolved problems 
as we have, and as little understanding 
of some of the problems that lie beyond 
our borders, would be given, under the 
all-embracing hysteria of war, wisdom 
for the perfect solution of all the world’s 
ills. The method of modern imperialist 
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warfare itself is little conducive to that 
triumph of reason in which we are 
vastly concerned. 

These things I reiterate because often 
people think that those of us whose 
minds and wills are set to keep America 
out of war are guilty of moral indiffer- 
entism. It is not so. We do not judge 
alike all the events that happen in the 
world and dismiss them as wrong. We 
merely say that in the light of history 
and of reason, our second intervention 
in Europe’s war would not succeed bet- 
ter than our first; and that the cost of 
that intervention to us would be far 
greater than many men and women will 
admit. The cost to our democracy, to 
our liberty, to whatever harmony of 
races and groups exists in our country 
(and it is by no means secure) would be 
incalculably heavy. 

I do not think that the most ideal 
peace we could picture would, in the 
first place, be won by our participation 
in war; or would, in the second place, 
be worth the sacrifice entailed by such 
participation. I am frankly talking 
about what contribution America can 
make to an enduring peace if America 
keeps out of war. 


Worip FEDERATION 


In broad outline, for many genera- 
tions most men of good will have been 
agreed that the best formula for en- 
during peace would be the achievement 
of some kind and degree of world fed- 
eration which would have both an eco- 
nomic and a political basis. It is 
reasonable to think that a world fed- 
eration, rather than desperate nations, 
should be master of whatever military 
forces are necessary, even as the United 
States Federal Government is master of 
the Army and Navy. 

I would accept this formula, and 
leave others to work on the details of its 
application. However, I think it highly 
improbable that this war will result in 


TO AN ENDURING PEACE 45 
any great advance toward such a fed- 
eration, whether we go into it or not. | 
I do not expect peace to be written by 
those who understand the arts of fed- 
eration and are willing to pay the price 
of it. Not many of the good people 
in America who now talk federation 
would like to pay the seeming price of 
abridgment of our own economic rights 
and political sovereignty. 

Again I insist, it is not worth while 
to keep on fighting indefinitely in the 
highly improbable hepe that the men 
who make the peace at the end, con- 
trary to the general rule of history, will 
be wise and enlightened idealists. Or, 
if by chance we should get idealists of 
that sort, it is not likely that the pas- 
sions which would abide after the war 
would permit a very effective working 
of their ideal peace. 

Am I therefore saving that there is 
no good in any dream of a true peace? 
Most emphatically there is good in ev- 
ery vision of, or plan for, such a peace 
as is likely to endure. 


SOCIALISM VERSUS JAIPERIALISM 


It is not merely a dogmatic Socialist 
assumption that an enduring peace must 
be based upon a federation which ac- 
cepts in large degree Socialist ideals. 
What ideals? Socialist political and 
economic ideals—ideals which cross the 
dominion of absolute rational sover- 
eignty and which no longer consider 
that the resources of the world are to 
be managed in terms of the profits of 
those men or nations who today happen 
to be their principal owners. 

There is a change in the nature of 
imperialism. The imperialism of the 
fascist state is not that of the older 
private-capitalist powers. Its economic 
basis is state capitalism. For the mo- 
ment, I do not say it is better or worse; 
it is different. But behind imperialism 
lies a desire of one group of private in- 
dividuals acting through the national 
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state, or of the nation organized under 
the totalitarian state, to secure its pros- 
perity and well-being no matter at 
what cost to colonial peoples and weaker 
nations. Its well-being depends upon 
economic advantage and military power. 
State capitalism, whether it be the red 
imperialism of Stalin’s Russia or the 
brown imperialism of Hitler’s Germany, 
is after all but a development out of 
and a reaction to the older impe- 
rialism which has put so much of the 
earth into the hands of a comparatively 
small number of nations to be exploited 
by them in ways that have furnished a 
precedent for Hitler’s brutal tyranny. 

It is imperialism that is the enemy. 
Imperialism is born of the ambitions 
of the nationalist and capitalist state, 
whether the dominant economic form is 
private cr state capitalism. It is not 
the victory of the better over the worse 
imperialism that will change the pic- 
ture, but only something revolutionary 
in its nature. We need a revolutionary 
realization by the masses of the Euro- 
pean peoples who now walk in a kind 
of nightmare, that they can be free 
when they break the yoke of the ideas, 
the loyalties, and the institutions which 
enchain them, and realize that the ma- 
chinery which is now harnessed to their 
destruction can be harnessed to the de- 
struction of poverty. It is in that sense 
that a truly enduring peace will re- 
quire a revolutionary change in men’s 
loyalties and the institutions based on 
them. 


Contrary TO “UNION Now” 


You will gather that I am somewhat 
skeptical about America’s putting too 
much emphasis upon, let us say, “Union 
Now.” Mr. Clarence Streit has done 
us a good service in helping us to realize 
that we shall not get enduring peace 
simply in terms of coercion. We should 
not have got a sound federal union by 
an agreement of thirteen American 


states to coerce one of their number who 
might do others a wrong. It is only 
action in common interest that makes 
for unity. So far, Mr. Clarence Streit 
has served us well. But today, his 
“Union Now” would turn out to be 
something like what I judge Professor 
Schuman meant when he spoke of a 
“grand alliance”; * a military alliance; 
an alliance of the “virtuous” against the 
“wicked”; an alliance likely to mean 
indefinite war; an alliance to which I 
am opposed with all my heart and soul 
and mind and strength. 

And even if this “Union Now” were 
to be effectuated after peace, so that it 
would not perforce be of a military na- 
ture, I do not think its advocates have 
at all thought through the problems of 
colonial peoples and the European em- 
pires in Africa and Asia. I do not think 
they have at all thought through the 
economic basis of peace. 

I hope the day will come when we 
can have a federation of the co-opera- 
tive commonwealths of mankind, but I 
do not for a moment imagine that after 
this war we can set up a world govern- 
ment with power over nations analogous 
to the power of the Federal Government 
at Washington over the government of 
the state of Pennsylvania at Harris- 
burg. I do not even think that desir- 
able, and I am quite sure that if it were 
achieved at all it would not be a real 
federation. It would be the work of a 
dictator; it would be a new Pax Ro- 
mana backed by mightier legions than 
those of Rome. 


A PRACTICAL PROGRAM 


For that reason I am opposed to ty- 
ing up the notion of a satisfactory peace 
after this war with the concept of 
“Union Now.” It would be far better 
to adopt a more modest program, which 
would include the highest possible meas- 
ure of disarmament as a guarantee 

1 See Frederick L. Schuman, in this volume, 
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against aggression, and which would se- 
cure the largest possible degree of co- 
operation in respect to markets, access 
to raw materials, fiscal systems, and la- 
bor standards. That might be practical. 
America’s greatest contribution to such 
world reorganization will not come from 
proclaiming it to the world with the 
threat, “If you do not accept our peace 
we will enter your war.” America’s 
greatest contribution will be a quiet em- 
phasis that we Americans stand ready 
to make the seeming sacrifices which 
that degree of disarmament and eco- 
nomic co-operation would imply. 

I am not sure that we who are so 
wedded to our tariff that Mr. Hull’s 
power to negotiate reciprocal treaties 
has narrowly escaped defeat would be 
as keen about the price of lasting peace 
as some of us are about entering into 
war to secure a temporary peace! And 
I do not believe that participation in 
Europe’s war would give us the atti- 
tudes that would make us helpfully par- 
ticipate in the peace that should follow. 
We would be more likely to recoil to 
isolation—plus imperialism in our own 
hemisphere—as we did after the first 
World War. 

As my first choice, I want a peace 
following this war which will make all 
peace more secure; a peace which will 
be a beginning of recognition of the fact 
that this world is closely interdepend- 
ent; a peace which will deliberately 
take account of the rights of colonial 
peoples and those now exploited by 
“good” English and French imperial- 
ists; a peace which will give meaning to 
the idea of co-operation. That peace 
will require national disarmament. To 
think clearly about such a peace is 
worth while. But we want no peace 
guaranteed by continual threat of 
American military power. Better com- 


parative isolation than any guarantee... 


on our part of the truce of legalizéd dis- 
organization which may be the ‘conse- 
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quence in Europe of a continuance of 
this war until either side can dictate its 
own terms. 


AMERICAN SOLIDARITY 


As a second choice, I would rather 
see America deliberately turn her atten- 
tion more completely to the Western 
Hemisphere than she has done. I do 
not regard the Western Hemisphere as 
an adequate area for achieving our 
highest well-being in a fellowship of 
free men. I think there is something a 
little artificial about the attempt to 
turn the course of our material and 
spiritual interests north and south 
rather than east and west. But rather 
than that forever we should be bound 
up with recurring wars in Europe, I 
should like us to concentrate on build- 
ing an American solidarity. 

One of the practical things that I 
should like to see, although I am open 
to further argument on this point, would 
be an initiative from Washington to get 
the Pan American Congress to declare 
quietly to all the nations, before it is 
any later, that the Pan American Con- 
gress will look with complete disap- 
proval and steadfast opposition on any 
settlement of the war in Europe which 
would transfer any colonies in this hem- 
isphere from one European power to 
another. 

It may be that we have done well to 
permit European powers to keep col- 
onies that they had. It would be better 
were there no European colonies in this 
hemisphere. We cannot permit those 
colonies to pass from their present own- 
ers to Hitler, after this war, without 
serious danger to the peace of this 
hemisphere. Rather than have the 
United States itself issue a new Monroe 
Doctrine or proclaim a new application 
of the existing one, I should like to see 
us solemnly invoke tke co-operation of 
all our neighbors. I should like the Pan 
American Congress, as such, to pass on 
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whatever arrangement is made for such 
colonies in this hemisphere as may be 
set adrift by war in Europe. I should 
like the natives of those colonies to be 
consulted first, but since some of the 
colonies are quite too small for com- 
plete independence, I should like to see 
a general pan-American approval of 
whatever provisions can be made for 
their security—and ours. 

You see, I want to give proof that 
we Americans do believe in federation. 
I suspect that in the end we shall make 
more progress by developing regional 
federations and then some sort of fed- 
eration of federations than by seeking 
to form one complete world state, fed- 
eral or otherwise. And because I be- 
lieve in a federation of Europe, difficult 
as it may be to achieve, I want by way 
of example, to give more validity than 
we have yet succeeded in giving to the 
idea of pan-American action in matters 
for the common good. 


AN AMERICAN PROGRAM 


Well, what should we do? I have 
said in general terms that it is well to 
think about peace—a good peace, its 
terms, its conditions, how it can endure, 
and what price America should pay to 
join it. May I now end by summariz- 
ing rather categorically some of the es- 
sentials of an American program. 

As the foundation of all else, I be- 
lieve it is possible to abstain from Eu- 
rope’s war. Our hearts will often be 
heavy; our emotions will often bid us 
go to the rescue of those we think un- 
justly attacked. It is necessary for us 
with new insight to study the relation 
of the means we are asked to use to the 
end we seek in the light of history and 
what we know of war. I am convinced 
that by abstaining from war we can do 
what otherwise we could never do. 

We cannot do it easily, but perhaps 
out of war we can make democracy 
work. It is the failure of democracy to 


work that has given the dictators their 
chance. Let democracy work here, let 
it conquer poverty and end unemploy- 
ment, and not all the might of a Stalin 
or a Hitler can forever persuade the 
masses of the people that their security, 
nationally and individually, is depend- 
ent forever upon the awful power of 
the totalitarian state. Let America 
make democracy work as its finest con- 
tribution to enduring peace! That 
means abstention from war. 

And then, while staying out of war, I 
hope this Government, in conjunction 
with whatever neutrals are left, will seek 
at the first appropriate moment to me- 
diate for a negotiated peace—not to 
dictate its terms. Those who keep out 
of war are not in a position to try to 
dictate a peace, certainly not at the 
threat of getting into the war. But 
there is a task of mediation that bold 
and wise men may successfully essay 
sooner than we now think. It is a task 
to be undertaken sooner and more suc- 
cessfully if America keeps out of war. 

And next, out of war, we can do 
much to aid war’s victims and thus give 
proof that all decency and kindness are 
not dead. While it may not seem to 
have great political bearing to keep 
alive what once we assumed too easily 
was a common human virtue, namely, 
compassion, and to offer a practical ap- 
plication of it, that also is a positive 
contribution to building tomorrow’s 
world of peace and fraternity. 

These services which we can render 
do not constitute us God to a suffering 
humanity. Humbly, as men, if we keep 
out of war we may contribute to that 
spirit which, even more than the final 
terms of peace written in treaties, will 
enable men to live together without in- 
sensate destruction of one another. 


UNSOUND PROCEDURE 


I can understand full well the emo- 
tions which led the Senate Committee 
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on Naval Affairs to recommend at once, 
without the hearings it had promised, 
the great navy bill. I do not think 
America can be expected not to have a 
great naval defense in a precarious 
world. But it seems to me a kind of 
hysterical insanity at this moment, 
when events around Norway are likely 
to be so decisive in helping us to know 
what kind of armaments are most ef- 
fective, that we should plunge into these 
great appropriations. Why was this 
particular moment chosen? Even a 
week’s time may make a difference. 
Why, anyway, has none in authority in 
America ever brought together a meet- 
ing of American minds to consider what 
we are defending: our trade the world 
around, our stake in Shanghai, or our 
homes? It makes a difference! With- 
out making up our minds as to what we 
are defending, we plunge into what Os- 
wald Villard calls “the chaos of our 
military preparedness.” That is not 
the way to contribute to enduring 


peace, not the way to keep America out 
of war or to arouse trust among the 
peoples of the world in our devotion to 
prosperity achieved through the eco- 
nomics of peace rather than of arma- 
ments. 

I am for keeping out of war and us- 
ing a sanity which can only be com- 
mended to the world by its exercise, 
hard as that exercise may be. Whether 
we know it or not, what we do now and 
the way we do it may be more of a 
contribution toward the terms of endur- 
ing peace than the wisest constitution 
for world government. But in this 
world there cannot be too much wisdom 
of ultimate thinking on the final or- 
ganization of a world growing smaller. 

Although the light of democracy and 
reason seems almost extinguished in war 
and perhaps in its aftermath, yet there 
will be candles in the dark keeping alive 
men’s hope and faith, and the brighter 
the candles and the clearer their shin- 
ing, the better for the distant tomorrow. 
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Designs for a World Order 
By Rarra W. PAGE 


HE practical dilemma confronting 

civilization is presented as con- 
cretely as possible by John Foster 
Dulles. He puts it this way: 


The fundamental fact is that the na- 
tionalist system of wholly independent, 
fully sovereign states is completing its 
cycle of usefulness. Already in 1787 
Hamilton had pointed out how war results 
from the disposition of such states “to en- 
deavor to secure exclusive benefits for their 
own citizens,” and he concluded, “to look 
for a continuation of harmony between a 
number of independent, unconnected sover- 
eignties in the same neighborhood would 
be to disregard the uniform course of hu- 
man events and set at defiance the ac- 
cumulated experience of ages.” What he 
said remains peculiarly apt in relation to 
the twenty-five independent and uncon- 
nected states packed into Europe. But it 
now has broader application. For science 
and invention have drawn the world to- 
gether more closely than were our states 
one hundred and sixty years ago. The 
world has become an interconnected eco- 
nomic unit, managed by a series of un- 
connected powers. . . . Thus today, more 
than ever before, are the defects of the 
sovereignty system magnified, until now it 
is no longer consonant with either peace or 
justice. It is imperative that there be 
transition to a new order. This has, in- 
deed, become inevitable; for the present 
system is rapidly encompassing its own de- 
struction. The real problem is not whether 
there will be transition, but how can transi- 
tion be made, and to what. 


That the peace of the world depends 
upon some surrender of national sover- 
eignty has been stated by the leaders, 
past and present, of most democratic 
countries in Europe, and is accepted as 
an axiom in England and France. The 
French Premier puts it this way: 


The error of the Versailles statesmen 


was in making the customs boundaries co- 
incide with the political frontiers and in 
giving the successor states of Austro-Hun- 
gary and Russia total sovereignty in the 
matter of economics, when it would have 
been possible to impose upon them—at 
least within certain units—a customs union. 


It has been discovered that national 
groups subject to no law and no author- 
ity, and organizations controlled by no 
moral or spiritual principles, create the 


“same anarchy and confusion that pre- 


vail in a primitive community of inde- 
pendent individuals under the same cir- 
cumstances. So the questions are, what 
sort of organization or machinery is ad- 
visable or feasible, and how to persuade 
people to adopt it after it has been de- 
vised. 
TOTALITARIAN VERSUS DEMOCRATIC 
METHOD 


The exploration of this subject is be- 
ing conducted methodically by every 
civilized country in the world. The 
Germans are perhaps more aware than 
anyone else of one evil of disunity due 
to intensely nationalistic groups. This 
is the growth of trade barriers, embar- 
goes, currency manipulations, and all 
manner of restrictions amounting to- 
economic war between territories. Their 
answer is relatively simple. They in- 


` 


„tend to get rid of the suffocating results 
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of this stockade economy by conquering 
and, if necessary, enslaving a big enough 
territory to support an economic unit in 
a modern world. 

This answer and this method appear 
to the rest’of civilization to remedy one 
vice of the situation by increasing oth- 
ers. Violence in international affairs, ' 
and the tendency of national entities to 
disregard or abridge what are conceived 
to be the inherent and inalienable liber- 
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ties and purposes of the individual man, 
are considered elsewhere to be even 
greater vices than economic isolation. 
So in democratic countries, neutral as 
well as belligerent, insight and discus- 
sion seek an answer which will rid the 
world of economic wrangles between 
groups, and at the same time eliminate 
force and war and increase and guaran- 
tee the personal liberties and opportuni- 
ties of every individual. 


Systematic EFFORT 


In the United States and England the 
analysis of the difficulty and the possi- 
bilities of remedies are being explored 
with more thoroughness and determina- 
tion than popular interest would indi- 
cate. The intellectual and moral ele- 
ments of both countries are mobilizing 
to study every phase of this question. 
The foundation for general popular de- 
bate is being laid by innumerable groups 
engaged in research, study, consultation, 
and planning. 

Among those in this country who are 
working toward some concrete sugges- 
tions or preparing themselves to ap- 
praise such suggestions are: nationwide 
groups conducted by the Committee to 
Study the Organization of Peace; the 
National Economic and Social Planning 
Association; the National Policy Com- 
mittee; the American Association of 
University Women; the 
Committee of the World Council of 
Churches; the New School for Social 
Research; the National Peace Confer- 
ence; the Foreign Policy Association; 
the Council of Foreign Relations; Inter- 
Democracy Federal Unionists; and the 
League of Nations Association. Joined 
with these, or in collaboration, are lit- 
erally hundreds of other organizations, 
most of the authorities, interested schol- 
ars, and many men of affairs. 

Preliminary surveys and tentative 
memoranda on the myriad subjects in- 
volved are the principal fruits of this 


Provisional | 


work to date. But a few rash or cou- 
rageous pioneers have presented fully 
developed plans for this new freedom, 
this new conception of the community 
of the world; and these zt least pose the 
problems in concrete form and challenge 
the people to re-examine their compla- 
cent beliefs and accepted traditions, 
superstitions, and inertias. 


THESIS oF LIONEL CURTIS 


The foundation of all thought upon 
the design of a new order is the great 
work of Lionel Curtis called Civitas 
Dei, or World Order. ‘He says that the 
primary question in any human plan 
of action is, What is the purpose? In 
devising an organization for guiding the 
lives of vast populations, the question is 
no less than, What is the purpose of life 
itself? The nature and form of inter- 
national organization must be deter- 
mined by what men believe to be the 
nature of creation and their function in 
that creation. He reviews the entire 
history of thought and political forms 
of governing to demonstrate that there 
is only ‘one purpose in life, and hence 
only one principle upon which men can 
build any successful institution. 

Curtis’ thesis is that to engender in 
men a desire to serve each other is the 
end and object of human existence. As 
he draws it, the drama of the world is 
the story of the gradual discovery that 
men grow to perfection in so far as they 
base their relations on the infinite duty 
of each to all. Men rise in stature, 
power, and understanding in proportion 
to their awareness of their unity and 
identity with other men. A completely 
impotent and miserable individual is 
one who conceives of himself as an iso- 
lated and complete unit, diverse in in- 
terest and hostile to every other living 
creature. Men achieve freedom and 
peace as their loyalties and their sym- 
pathies become progressively identified 
first with the family, then with the 
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tribe, the state, the nation, the hemi- 
sphere, and finally expand to include 
the whole world. 

Of all influences releasing men from 
the fears of savage ignorance and the 
selfish urges of pure animalism, the na- 
ture of the social organism in which 
they live is the most powerful. Curtis 
maintains that the only form which can 
accomplish the purpose of men’s being 
is the Sermon on the Mount translated 
. into political terms. Religion and poli- 
tics, he demonstrates, are merely two 
aspects of life, a sphere viewed from 
two different angles. 

It follows from this analysis that any 
political organization, whatever its size, 
should be designed entirely to provide 
the utmost freedom and opportunity for 
the individual to develop his sense of 
community and common interest with 
all mankind. It must then be based 
upon the direct participation and re- 
sponsibility of the individual himself. 
It should be a commonwealth in that 
sense; and the perpetual striving and 
the ultimate purpose cannot be any- 
thing but a commonwealth of the world. 
One purpose, one interest, one loyalty, 
the brotherhood of man, is the only goal 
that enlists the life forces of the youth 
of the world. It is the sole realistic 
business of statesmen, politicians, and 
planners. 

But Curtis believes that there exists 
today a great gulf in the minds of men. 
And this gulf precludes them from dis- 
carding the conception of the nation 
and the limited ideas of self and hostili- 
ties to others associated with the nation. 
People are obsessed with the notion that 
they can obtain selfish benefits from 
this grouping. Curtis concludes that 
any steps towards a world common- 
wealth will have to be gradual and 
groping. Consequently he thinks the 
maximum possibility is that two or more 
commonwealths, more advanced than 
the rest, might by some immense spir- 


itual effort consciously merge their sov- 
ereignty into one international common- 
wealth. 

Curtis’ practical suggestion is that 
the experiment be tried by Australia or 
New Zealand or both, in combination 
with the United Kingdom. This new 
union, he thinks, will serve to demon- 
strate the principle if a minimum of 
sovereignty is relinquished to the com- 
mon government. His formula for the 
first attempt is: (1) a legislature elected 
by and responsible to the people, (2) 
having final authority over peace and 
war and foreign affairs, and (3) having 
power to levy taxes directly on the peo- 
ple to exercise these powers. In addi- 
tion, he would have an executive to 
carry out the legislative mandate. The 
distribution of voting power and burden 
of taxation and constitutional details he 
leaves to the negotiation. But the es- 
sence of the idea is that this new inter- 
national commonwealth should extend a 
standing invitation to join, to all others 
who have the same purpose and beliefs. 


PLAN OF ENGLISH EXPERTS 

In England, a semiofficial company 
of experts in economics, history, law, 
religion, and philosophy are producing 
a continuing series of tentative plans. 
They have no conclusion, but they have 
formulated certain principles. To begin 
with, they take a momentous step. 
They forswear any dominance of Great 
Britain in any properly reconstructed 
world. They discard any future com- 
bination of governments or peoples 
based upon common speech, economic 
interest, or geographical proximity. 
They would not make the form of goy- 
ernment or the race the criterion of 
membership. The test they have ar- 
rived at is that any new federation or 
union should be composed of people 
who believe in the same human values. 
These, of course, are moral values. 
They can be maintained only by the 
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compelling force of personal conviction. 
So in essence, their plans are based 
upon religious sanctions, and not upon 
mathematical or material considerations. 

These experts conceive that the pur- 
poses of any plan are four: (1) uphold- 
ing freedom of thought, expression of 
opinion, and movement; (2) upholding 
the rule of law, both nationally and in- 
ternationally; (3) the use of the state, 
not as an instrument of domination or 
merely for the protection of private in- 
terests, but as an instrument of public 
welfare and cultural development; and 
(4) the organization of production and 
distribution for raising the standard of 
living and life of the people of the 
world. As a practical matter, they tend 
to the opinion that any union or federa- 
tion for these purposes must be a 
growth rather than an immediate per- 
formance. As a basis, they expect and 
work for the amalgamation of the Eng- 
lish and French peoples. 

This has already reached the point 
of delegating authority to a Supreme 
Council, establishment of common ship- 
ping control, pooling financial resources 
and establishing a joint buying commis- 
sion, a single military command, and a 
common center for training pilots. The 
idea is that this beginning will ripen 
into a fusion of these peoples for federal 
purposes, and at the end of the war all 
the people of Europe that circumstances 
permit should be called into an inter- 
national reconstruction conference to 
decide on what form of government by 
the people on a partnership federal basis 
can be built on this foundation. 

This plan and all English plans pro- 
pose to carry on a remodeled League of 
Nations. The League is to serve its 
original purpose but without any at- 
tempt to require or enforce sanctions or 
military commitments. It will continue 
to be the center of universal contact and 
discussion—to mobilize technical infor- 
mation and recommend actions in fields 


of finance, transit, hygiene, economics, 
and intellectual and social pursuits. 
The International Labor Office will be 
continued and developed as an example 
of direct co-operation of peoples, to be 
ultimately followed in the conduct of 
other international affairs. 


Two LONDON PROPOSALS 


Meanwhile, the Institute of Interna- 
tional Affairs, Chatham House, London, 
has produced two fairly specific pro- 
posals for a federation of peoples. One 
is by Sir John Fischer Williems and the 
other by Sir William Beveridge. 

Williams calls for a written constitu- 
tion after the American model. Mem- 
bership would be open to those with a 
community of social and political out- 
look. The core, he says, might be 
states of western and central Europe 
and the British commonwealths. A 
New Germany would be highly wel- 
come. Adhesion of the United States 
would be especially desirable—but, he 
adds, especially difficult. But a first 
essential is that there be enough mem- 
bership to guarantee security. As much 
jurisdiction as possible over affairs fed- 
eral in nature should be delegated. But 
he says that probably the practical limit 
is to create machinery necessary for ac- 
tion in foreign affairs. To include do- 
minion over currency, commerce, and 
migration would be a great help. But 
he believes present opinion would pre- 
vent any country from surrendering any 
more sovereignty than control of for- 
eign policy, armed forces, and a fund 
of money for defense. 

Diluting an ideal constitution to meet 
present obstacles, Williams would pro- 
vide either an assembly of delegates or 
a council to govern this federation. In 
either case, these would represent the 
constituent states in some proportion to 
population, modified in convention by 
negotiation. Each state would select its 
representatives as it pleased, the hope 
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being that it would please to have them 
elected by popular vote. This council 
would be presided over by an elected 
chairman, and would itself appoint 
three executive ministers to conduct the 
foreign affairs, the military affairs, and 
the exchequer. 

The size and character of the armed 
forces and the amount of money each 
constituent state would be called upon 
to provide would be incorporated in the 
original charter. Provision would be 
made for not too frequent revisions, 
with arbitration machinery provided in 
case of deadlock. 

A Supreme Federal Court with final 
authority to settle disputes between 
states or a state and the federation com- 
pletes the picture. 

Sir William Beveridge proceeds fur- 
ther with the precedent of the American 
Constitution. His delegated powers in- 
clude not only foreign affairs, control -of 
the military, and funds to finance these, 
but also equal access to all colonies or 
dependencies. His constitution would 
create two houses, one an assembly 
elected by popular vote in proportion 
to population, and the other with equal 
representation for every state, selected 
as that state chose. He would have an 
executive, responsible to the legislature, 
and a supreme court. In addition, he 
would incorporate an equivalent of the 
American Bill of Rights in the organic 
law. 

Beveridge despairs of including the 
United States, but he considers it essen- 
tial to include Germany. The other 
members suggested are the same as 
everyone’s list of democracies. 


Two AMERICAN PLANS 


These plans might be discussed more 
specifically if two Americans had not 
adopted this idea of emulating the 
American Union and the Federal Con- 
stitution. They have gone about it in 
detail, article by article and section 


by section; consequently this approach 
to the problem is much more thoroughly 
covered in their schemes. Grenville 
Clark has offered for discussion a draft 
of a constitution for the Federation of 
Free Peoples. This is annotated and 
analyzed sentence by sentence. Clar- 
ence K. Streit has done the same thing, 
supporting his version by the remark- 
able volume called Union Now. 

Both these planners have the advan- 
tage over the Englishmen. As Ameri- 
cans, they are not restricted by the ex- 
igencies of the war; and they have a 
people to address which is familiar with 
the necessity for the form and the op- 
eration of a successful federation. As 
a remedy for dissentions, hostilities, and 
trade barriers, and as a formula for 
common defense and the protection of 
personal liberties, nobody denies the po- 
tency of the United States Union. The 
transition from a confederation of quar- 
reling and impotent sovereignties to a 
single powerful entity accomplished by 
the American states in 1787 obviously 
is the outstanding practical pattern to 
be followed in evolving any future 
union. 

Applying the principles of our Con- 
stitution to the world situation, Streit 
concludes that all countries that are 
capable of carrying their share of the 
responsibility should join in equal part- 
nership, surrendering to a central fed- 
eral government those attributes of sov- 
ereignty which by their nature are best 
conducted in common. Following the 
philosophy of our own Constitutional 
Convention, American experience, and 
his own appraisal of the situation, Streit 
concludes that these delegated powers 
should be: (1) to grant citizenship and 
admit new states; (2) to treat with for- 
eign governments, provide common de- 
fense, make war and peace, and control 
military forces; (3) to regulate foreign 
and domestic commerce; (4) to coin 
and regulate the value of money; (5) 
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to own and operate postal service and 
control communications; (6) to grant 
patents and copyrights; (7) to provide 
uniform bankruptcy laws; and (8) to 
govern any district acquired for seat of 
government or other union activity. 

All other rights are emphatically re- 
tained by member states. In addition, 
the personal liberties of the citizens of 
all states are guaranteed by the equiva- 
lent of the Bill of Rights, and every 
state is guaranteed a democratic form 
of government. 

This partnership is offered to the 
United States, the British Common- 
wealth of Nations, and the neutrals on 
the northern and western boundaries of 
Europe, to begin with. 

This proposal meets the approval of 
every theoretical presentation of this 
subject. Logically it presents a con- 
crete scheme to accomplish at one 
stroke the objects advocated and 
dreamed of by all the authorities. But 
it is at once apparent that Streit has 
had either the courage or the foolhardi- 
ness to disregard the fears which have 
led others to tread softly and limit their 
immediate steps to what are believed to 
be acceptable politically by a pagan 
population. 

Clark is an eminent lawyer. Al- 
though an idealist himself, he believes 
that the motive which will induce Amer- 
ican citizens as well as others to em- 
brace a federation is not the brother- 
hood of man or moral principles or 
anything else except their idea of what 
is to their enlightened self-interest. 
Whether they are enlightened enough to 
perceive their own patent self-interest 
seems to be the question. 

Clark does not believe that our citi- 
zens would see the advantage to be 
gained by a wide custom union or an 
extended control of currency and citi- 
zenship and migration. He does think 
it possible to sell the people the idea of 
a federation to keep the peace and to 


safeguard free institutions. The cost 
and the dangers of war ere terrifying 
everyone; and the threat to personal 
liberty is being driven home by every 
European dispatch. So Clark would 
use the American Constitution as a 
model to surrender only so much of na- 
tional sovereignty to a central govern- 
ment as would be necessary to accom- 
plish these two purposes. 


MACHINERY PROVIDED 


The difference between these plans is 
the difference between a genuine union 
and a federation. This difference is ac- 
centuated by the machinery provided. 

Streit’s deviation from the American 
model is not material. He substitutes 
a board of five for the presidency, and 
allows this board to delegate executive 
action to a premier of its selection, who 
in turn appoints his own cabinet. The 
board has to dismiss the premier and 
appoint another, English fashion, if he 
loses confidence of either house. And 
upon occasion the board can dissolve 
congress or either house and call for a 
new election. However, these are de- 
tails put forth for discussion and not 
vital to the idea, which is a genuine 
union of peoples with a constitution, a 
legislature, an executive, and a judi- 
ciary adopted from the American plan. 

Clark, on the other hand, has set up 
not a government but an assembly and 
a court to execute a contract. In this 
contract the members guarantee all citi- 
zens the equivalent of the Bill of Rights 
and agree that they will settle all dis- 
putes without resort to violence. They 
also agree to refer all disputes to arbi- 
tration or else submit them for final 
adjudication to one supreme court. 
Further, they enter into a covenant to 
protect one another against aggression 
by the application of economic sanc- 
tions or military force as ordered by the 
congress. 
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To implement this contract, a con- 
gress is elected by popular vote and 
roughly numbered to represent popula- 
tion. This congress is authorized to 
levy assessments against each member 
to provide funds to carry on. It can 
also order the economic sanctions and 
the military maneuvers agreed upon. 
To enforce this prerogative further, it 
is authorized to maintain a military and 
naval establishment of its own, by call- 
ing on members for contributions of 
men as well as of money, and to name 
the commanders-in-chief of any forces. 
It can also recommend economic and 
social measures, and appoint the mem- 
bers of the court. The court’s duty is 
to settle disputes between the members. 


At this stage of the proceeding it 
looks as if the planners were torn be- 
tween two desires. One is to invent 
some machinery that will really prevent 
wars, both military and economic, make 
power responsible to the people, and 
safeguard the personal liberties of these 
people. The other is to make no change 
that does not meet present opinion and 
prejudices. One might guess that both 
cannot be done at once. But it is to be 
hoped and expected that universal ex- 
position and discussion will prepare the 
people of the world for some such mir- 
acle as happened in Philadelphia in 
1787. What appears to be needed in 
addition to a plan is a Benjamin Frank- 
lin. 
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Peace through International Co-operation 


By Viscount Ceci. or CHELWOOD 


HE war has been going on for sev- 

eral months now, and it is becom- 
ing increasingly important that the pur- 
pose for which the Allies are fighting 
should be clearly defined. It is not 
enough to say that they are fighting for 
victory. Obviously, no nation ever en- 
ters a war except with the object of 
winning it. Nor is it quite enough to 
say that their object is to free those 
countries which have been the victims 
of German aggression—that is to say, 
Poland, Czechoslovakia, and Austria; 
for in fighting for the liberation of 
those countries they do so not only to 
remedy the terrible injustice that has 
been done, but also to prevent the tri- 
umph of the policy of aggression. The 
Allies believe that aggression is an in- 
ternational crime threatening the se- 
curity of ourselves and all other peace- 
ful countries, and they are prepared to 
exert their full power to redress the in- 
juries caused by its latest manifesta- 
tions and, above all, to establish an 
international order in which future ag- 
gression will be prevented. That is the 
central proposition which must govern 
all our peace aims. 

It is no new problem: How to pre- 
vent war, that senseless waste of life 
and wealth? ‘Through the ages, states- 
men and philosophers have sought the 
answer. They have not yet completely 
succeeded in finding one. But world 
opinion is on the march. 


LEAGUE oF NATIONS FAILURE 


Much is said of the failure of the 
League of Nations, the latest effort to 
stop aggression. And yet the really re- 
markable thing is not that it failed, but 
that it very nearly succeeded. For ten 
years it advanced from one achievement 
to another till in 1931 almost all who 
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were best qualified to form an opinion 
believed in its ultimate success. Then 
came the series of disasters beginning 
with the Manchurian fiasco and going 
on till they culminated in the present 
war. Yet I believe none of this was 
inevitable. 

If, then, we wish to build a better 
system, we must know what were the 
actual causes of the failure. 

We are sometimes toid that the fail- 
ure is due to the injustice ož the treaties 
of Paris. If by injustice is meant that 
the vanquished powers did not fare so 
well as the victors, that is obviously 
and necessarily true. Ii it is meant 
that the vanquished powers were the 
victims of a “Carthaginian” peace, the 
charge is absurd, conclusively disproved 
by the fact that within less than twenty 
years Germany had become again the 
strongest military power in the world. 
Moreover, of the three powers who are 
rebelling against the League system, 
two were victors and each of them re- 
ceived at Paris considerable increases 
of territory. 

I am far from saying that the ar- 
rangement made at Paris in 1919-1920 
was ideal. I did not think so at the 
time. I do not think so now. But I am 
convinced that that is not the cause of 
our troubles. Nor do I believe that the 
cause is to be found in the controversy 
as to the merits of one form of govern- 
ment or another. Japan is nominally a 
parliamentary monarchy; yet she is, or 
was, in the Axis influence. Portugal is 
governed by a dictator; yet she con- 
stantly insists on her loyalty to the 
Anglo-Portuguese alliance. 


OPPOSING IDEOLOGIES 


When people deplore the conflict of 
ideologies, either they are the victims of 
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a phrase or they mean something much 
more than a divergence of opinion on 
constitutional questions. ‘There is, in 
fact, a conflict of ideologies of great 
importance; but it concerns not the in- 
ternal government oi the various states, 
but the external policies which they 
pursue, 

On the one side there is the view that 
the only thing that counts in interna- 
tional matters is force—that, quite lit- 
erally, the only legitimate test as to 
which of two sides of an international 
quarrel is right is to ask which is the 
strongest, and that all talk about es- 
sential justice or perpetual peace is just 
sentimental balderdash with which the 
weak try to conceal their inferiority or 
the strong to palliate their aggression. 
This position has been openly asserted 
by the spokesmen of Germany. It is 
quite true that Hitler often claims that 
his is the policy of peace and reviles the 
League powers as the real disturbers of 
tranquillity. But a Hitler peace means 
a peace after his undefined, if not un- 
limited, demands for reunion of race, 
space to live, and strategic safety have 
been granted. 

On the other side is an increasingly 
clear challenge to this whole system. 
To us peace lovers, the gospel of force 
is a gospel of anarchy. The triumph of 
the German conception means the de- 
struction of everything that we hold as 
essential to civilization. We believe 
that underlying all human relationships, 
national not Jess than individual, are 
certain fundamental principles of right 
and wrong, and that it is only on the 
acknowledgment of this truth that any 
tolerable international system can be 
built. Force is doubtless necessary, but 
it must be controlled by machinery de- 
vised to secure justice, and not left to 
the haphazard and necessarily preju- 
diced direction of the parties to any dis- 
pute. That is what we mean by the 


supremacy of Law, the existence of 
some standard superior to individual 
nations, to which they all must bow. 
No doubt that involves some limitation 
of national sovereignty, since it abol- 
ishes the unrestricted right of war. It 
is therefore repugnant and almost blas- ` 
phemous to those who hold that the 
strongest military power has the divine 
right to rule the world. 


Tse MENACE oF AGGRESSIVE WAR 


There is nothing novel in this con- 
troversy. Through the centuries there 
have always been the two currents of 
opinion—those who believe that patri- 
otism must have a moral basis, and 
those who do not. Whatever may have 
been plausibly said on the two sides 
of that controversy in time past, it is 
surely obvious now that aggressive war 
is an international crime, and it is the 
duty of all peace-loving and law-abiding 
states to prevent or stop it. That is, or 
ought to be, the fundamental text of 
our international creed. It should be 
easy for Englishmen to take this line, 
since we have long established the prin- 
ciple of the supremacy of the Law in 
our own country. That is the real pal- 
ladium of our liberty. 

It is, then, in accordance with our 
general political ideas that we should 
have been the defenders of the League 
of Nations in its purpose to bring law 


‘and order, right and justice, into inter- 


national relations. That is its central 
object. The first step must be the abo- 
lition of the right of war. As long as 
that exists, all international progress is 
precarious. If and when the unlawful- 
ness of aggressive war has been firmly 
established, other progress may be pos- 
sible. 

That is and it embodies the real is- 
sue in this war. It is not a question 
whether this or that international ar- 
rangement is satisfactory, but whether 
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any nation desiring a change shall be 
entitled to attempt to carry it out by 
main force. If the advocates of force 
succeed in imposing their ideas on the 
world, the outlook is black indeed. A 
world composed of warring nations 
struggling to destroy one another and 
inevitably destroying themselves in the 
process can only lead to the annihila- 
tion of our civilization. The menace is 
urgent. 

For the last few years, under the 
impulse of the German fanatics, we 
have been drifting back to this system 
of competitive force. In pursuance of 
the doctrine of the “Divine Right” of 
force, Germany has spent vast sums in 
building up a gigantic war machine with 
which to awe all other countries into 
submission. ‘The inevitable answer of 
the other countries, including Britain, 
has been to accept the challenge and 
proceed to pile up armaments in reply. 
The present war is the normal, neces- 
sary result. Germany thought she was 
strong enough to disregard world opin- 
ion and, after several apparently suc- 
cessful experiments, she found that 


there was a point beyond which the pa- ` 


tience of the peace-loving nations would 
not go. Evidently, unless we can estab- 
lish a really effective barrier against 
war, the same process will begin again 
as soon as fighting stops, with a repeti- 
tion of the consequences we are now 
enduring, until all that makes life worth 
living is destroyed. 


Tse Pacrrist POSITION 


Some believe that the only way out 
is to declare that in no circumstances 
will we fight, to abolish all our warlike 
armaments by land, sea, and air, and to 
accept whatever consequences such a 
policy may bring as preferable to war. 
That is the full pacifist position. Much 
as I respect many pacifists, I am unable 
to accept this view. The case for it is 


put in two ways. First, it is contended 
that war is immoral, and second, that 
it is incapable of producing peace. 

As to what may be called the ethical 
objection, I cannot agree that if an un- 
justifiable attack is made or threatened 
against a state, which can be stopped 
by other states, they do wrong if they 
exert sufficient force to prevent or stop 
the attack. Such actior: is not a case 
of arbitrary violence or even of self- 
defense: it is the forcible prevention of 
injustice. It may be true that it is im- 
possible by force to improve the morals 
of the aggressor. But even so, I can- 
not think that if a bystander has the 
power to stop a crime, by force if nec- 
essary, and does not do so, he is free 
from blame. Nor can I see anything 
in the Bible which conflicts with that 
view. 

But we should recognize that war is 
in itself a horrible thing, that it should 
be employed only in the last resort 
when no pacific means of settlement are 
availabie, and then only when sanc- 
tioned by some properly constituted 
international authority. 

The other pacifist contention is that 
war is useless—that it never does any 
good and that to try to maintain peace 
by making war is palpably absurd. It 
is said to be as absurd as Beelzebub 
casting out devils—so drifting back, 
through a complete misapplication of a 
passage in Scripture, to the ethical ar- 
gument discussed above. 

War, from the point of view I am 
now dealing with, is only a kind of 
force. Is, then, force never of value to 
stop a wicked or criminal action? Of 
course not. Human scciety is largely 
based on the contrary hypothesis, of 
which the policeman is the embodiment. 
When George HI called out the troops 
to stop the Lord George Gordon riots, 
the operation was instantly successful. 
When the powers represented at the 
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Nyon Conference declared that their 
fleets would sink any submarine indulg- 
ing in piratical action, no further action 
of the kind took place. Indeed, history 
is full of instances where the use of 
force has been completely successful 
in preventing lawless or criminal action. 
No doubt it is seldom of use except 
negatively. You can force a man not 
to do a thing easily enough if you have 
sufficient power to do so. It is very 
much more difficult to compel him to do 
something, and impossible to make him 
think anything. 

And if force is not to be used to stop 
aggression, what do the pacifists pro- 
pose in its place? Sometimes they sug- 
gest that if, by international action, you 
can show that an aggressive act is gen- 
erally reprobated, that will deter the 
aggressor. I wish I could think so, but 
experience points the other way. Japan 
went on with her Manchurian enter- 
prise in 1931-32 in spite of the fact 
that practically every civilized country 
disapproved it. Italy consummated her 
invasion of Abyssinia though it was 
unanimously condemned by the states 
represented in the Assembly of the 
League of Nations, as well as by Amer- 
ica, and was definitely approved by no 
one. 


ISOLATION IMPRACTICABLE 


For these reasons, which could be 
multiplied, pacifism does not seem to 
me any solution of the problem. Still 
less can I believe in armed isolation, 
which, as applied to Britain, either 
means pure national cowardice—reluc- 
tance to accept the responsibilities of 
our position—or is based on the strange 
doctrine that we can by our unaided 
strength maintain our territory and its 
trade. Certain it is that if we will not 
help others, they will not help us. In 
view of the avowed belief in aggressive 
force in Germany and some other coun- 


tries, armed isolation can only be re- 
garded as a particularly foolish form of 
national suicide. 

The truth is that the British Com- 
monwealth is and must remain part of 
the general community of nations. It 
cannot reject the responsibilities of that 
position, neither can it discharge them 
unaided. That has been true, more or 
less, for a long time past; but in former 
days it was obscured by the fact that 
the British Islands and indeed almost 
the whole of the Empire were immune 
from serious danger as long as we held 
command of the sea. Even so, we were 
forced into closer and closer relations 
with other countries as the effectiveness 
of our sea defenses was gradually di- 
minished by the progress of invention. 
Moreover, our unavoidable and increas- 
ing dependence on foreign trade, cou- 
pled with our very genuine, though 
sometimes tactless and unpractical, de- 
sire to share in the struggle for inter- 
national justice, compelled us to take 
an active part in the life of the nations 
around us. 

Then came the World War of 1914, 
and the demonstration that the develop- 
ment of submarine and air warfare had 
enormously increased our vulnerability. 
The old plan of general friendliness and 
partial agreements for special objects 
was seen to be insufficient. It was no 
longer safe for us to trust to the sea to 
give us time to improvise defense 
against a sudden danger. When, then, 
the idea of a League of Nations became 
a practical proposition, it was im- 
mensely popular in my country. 

Here was a plan by which we and 
other nations might obtain all and more 
than all the security given by alliances, 
without the very grave disadvantages 
that alliances lead to. It was, however, 
an essential part of the League concep- 
tion that, in the last resort, adequate 
force should be on the side of any who 
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were attacked. Obviously, the British 
Empire would have to be an important 
part of such a defensive force. That 
meant that we might have to join in 
resisting aggression in any part of the 
civilized world. Immediately came the 
cry that it was unreasonable or even 
immoral to ask that British blood and 
treasure should be expended to defend 
distant countries like Manchuria or 
Abyssinia or Czechoslovakia. What, it 
was asked, does it matter to us what 
happens to people who dwell in such 
places? Let us, then, avoid “commit- 
ments” to act in defense of others, and 
confine ourselves to the protection of 
our own so-called interests. 


Peace Is INDIVISIBLE 


Evidently such a view struck at the 
very foundation of the League of Na- 
tions. Unless it is agreed that peace is 
the only permanent British interest, as 
it is of all civilized peoples, and that 
any serious breach of it, wherever it oc- 
curs, is a threat to the peace of the 
whole world, no world co-operation for 
peace is possible. Conversely, if these 
propositions are admitted, then resist- 
ance to aggression is vital to our in- 
terests, wherever in the civilized world 
that aggression may take place. At the 
Peace Conference this proposition was 
easily accepted. We had all just been 
through four years of agonizing war- 
fare, embracing almost the whole globe, 
which had originated in a political mur- 
der in the extreme corner of the south- 
east of Europe. Evidently, what had 
happened once might happen again. 
Peace was indivisible, and the new 
structure for peace should, if possible, 
extend all over the civilized world. 

Perhaps the representatives of the 
nations in 1919 overestimated the value 
of experience. Perhaps they ought to 
have limited the obligation to take the 
first active steps for peace to those na- 
tions which were nearest to the out- 


break of war. Certain it is that only 
by vigorous and courageous leadership 
could the governments of the world 
have been kept up to the duties imposed 
upon them by the Covenant. 

Unhappily, that leadership failed. 
Till 1931, the League had not to deal 
with crises of first importance. Accord- 
ingly, the important states operated its 
machinery with great success. Then 
succeeded a period of great economic 
difficulty and consequently of great re- 
luctance to take risks. Hence, in the 
Manchurian, the Abyssinian, and later 
the Czechoslovak disputes, as well as in 
the Disarmament Conference, the pol- 
icy of the French and British Govern- 
ments, the natural leaders of the 
League, seemed to be dominated by the 
desire to avoid immediate responsibili- 
ties, whatever might be the ultimate 
consequences. To their countrymen 
and still more their countrywomen, nat- 
urally disposed to accept official guid- 
ance in foreign affairs, they claimed 
that they had kept them out of war. 
They did not add that so far as that 
purpose had been achieved it had been 
at the cost of the Chinese, the Abyssin- 
ians, and the Czechs. And in the end 
the policy was not even successful in 
its avowed object, as unhappily we have 
seen. 

We then reverted, when war was ac- 
tually upon us, to the old prewar policy 
of alliances together with owers of nego- 
tiated concessions. It was probably the 
only possible policy at the time when it 
was begun. But it is open to many ob- 
jections, nor does anyone pretend that 
it can permanently insure peace. Its 
most convincing advocates represent it 
as a stage in the return to a policy 
based on some league or <essociation of 
nations. But what is that to be? 


FEDERATION OF DEMOCRACIES 


Recently a demand has grown up for 
a federation of the democracies of the 
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world. This, of course, is as old as 
“Locksley Hall.” For a poet writing 
in the middle of the nineteenth century, 
in the full tide of the Victorian belief in 
representative institutions, it was nat- 
ural enough to see a great vision of the 
Parliament of Man, the Federation of 
the World. And it is much to be hoped 
that in the future something of the kind 
may be possible. But we have to deal 
not with ultimate aspirations but with 
immediate practical necessities: How 
‘can we prevent war? We must there- 
fore look rather carefully at any actual 
proposition such as that in Mr. Streit’s 
book, Union Now. 

The plan is this: Let us have an 
international constitution on the model 
of that of the United States. There 
would be a house of representatives, 
elected by the different countries on a 
basis of population. Even on this point 
obvious difficulties arise, since some of 
the least highly equipped countries, like 
China, have the largest number of in- 
habitants. In order to correct such in- 
equalities, there would be a senate 
elected by states. These houses would 
decide by majority on such questions 
as peace and war, tariffs, currency, and 
the like, which are of major interna- 
tional importance, so that a great coun- 
try like the United States might find 
itself committed to war or to free trade 
against its own desires, by a combina- 
tion of other states. 

I have difficulty in believing that 
American opinion would tolerate such 
an arrangement. I am much afraid 
that English and Dominion opinion 
would be equally hard to convince. 
Some years ago a group of able young 
men—for they were young then—with 
the countenance of Lord Milner set 
about constructing a Federal Constitu- 
tion for the British Empire. They 
called themselves the Round Table, and 
they had considerable financial and lit- 


erary backing. With great industry 
and imagination they drew up a sketch 
of the proposed constitution. It was a 
most attractive scheme, and inquiries 
were set on foot as to what.support it 
would have. In Great Britain the at- 
mosphere was friendly, if a little skep- 
tical. But when the project was mooted 
in the Dominions, it was so decisively 
rejected that its promoters regretfully 
abandoned it. They found that there 
was an insurmountable conviction 
among all the Dominion statesmen that 
their countries would never agree to 
accept the rule of any Imperial legis- 
lature or executive in which each of 
them would have only a minority vote. 

If that is the feeling in the English- 
speaking countries, with all the unifying 
influences and sympathies which exist 
in them, how much more would it ap- 
pear in a number of states separated in 
many cases by language and literature 
and even general culture, and in all 
cases by great and proedly:2 held histori- 
cal tradition? 


NATIONALISM VERSUS 
INTERNATIONALISM 


I believe we must still be content to 
work only for such an advance as may 
effectively unite the powers of peace, 
without disturbing more than is neces- 
sary the passionately held doctrine of 
national sovereignty. For Mr. Streit 
is perfectly right in believing that this 
doctrine is the great enemy of inter- 
national co-operation. It must be so; 
and I would like to assure Mr. Streit 
that we were well aware of it at Paris. 
Had we doubted it, we should have 
been speedily disillusioned. At every 
stage we were warned by British and 
still more by American critics that we 
must keep clear of a superstate. The 
whole clamor raised against the League _ 
by its British mercantile and bureau- 
cratic critics has been based on the 
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charge that British policy has been 
made subservient to Geneva. 

If it is true that the League failures 
from 1931 onwards have been chiefly 
due to the resurrection of national sov- 
ereignty in its most extreme form, it 
certainly seems very optimistic to be- 
lieve that it is at present practicable to 
induce the powers to accept such a 
much more drastic invasion of national- 
ism as would result from the adoption 
of federalism. Surely if, with Tennyson 
and Mr. Streit, we believe that the Fed- 
eration of Mankind is the ultimate goal 
to aim at, the proper course is to pro- 
ceed step by step. That is the plan 
which we in England have pursued for 
some centuries, not without success. 


LEAGUE SUCCESSES AND FAILURES 


I do not say that the League system 
is incapable of improvement; I agree 
with President Wilson’s presentation of 
it at the Conference in Paris: It is a 
“living thing,” capable of growth and 
decay. For more than ten years it 
grew. Since then it has declined. But 
even now it is a great improvement in 
many ways on any form of peace-keep- 
ing machinery that preceded it. What 
is wanted is that the decay should be 
arrested and the powers of the League 
revived and in certain respects intensi- 
fied. As regards sanctions, the general 
principle that any attack on any of the 
members of the League is a matter of 
concern to all of them is sound and 
should be retained, provided it is clearly 
understood that action suitable in one 
case is not necessarily suitable in all. 
To that I will return directly. With re- 
spect to the other powers and duties of 
the League, there is a very widespread 
agreement that what may be called the 
politically noncontentious work of the 
League has been very successful. The 
industrial work of the International La- 
bour Office should clearly be preserved. 


So should the humanitarian, social, and 
cultural work of the League Commit- 
tees which the Bruce Commission has 
proposed to strengthen and unify. For 
all this kind of work, a world-wide or- 
ganization is almost essential. 

The general framework of the League, 
including the Council, the Assembly 
and the Secretariat, and the analogous 
organs of the International Labour Of- 
fice should therefore be maintained. 
That is equally true of the Permanent 
Court of International Justice at The 
Hague. It can boast of an almost un- 
broken record of success. Not that it 
has always been right; no claim of that 
kind can be made for any human or- 
ganization. But it has built up a solid 
reputation for integrity and judicial 
spirit, and its decisions have been uni- 
formly accepted by the parties which 
have come before it. The Court should 
continue and its jurisdiction should be 
extended. 

Not quite so much can be truly as- 
serted of the other and more conten- 
tious work of the League. But even 
there, the successes greatly exceed in 
number the failures. That is the case 
even if attention is confined to actual 
international disputes. In not more 
than half a dozen out of twenty or 
thirty instances brought before it, has 
the machinery of the League not suc- 
ceeded in settling the controversies in- 
volved. There are, besides, questions 
like the financial restoration of Austria, 
Hungary, and other countries, the ad- 
mirable relief and refugee operations 
associated with the name of Dr. Nansen, 
the administration of the Saar, and 
other activities which raised difficult 
political questions and have been very 
successfully disposed of. 

Nevertheless, this does not alter the 
fact that in several very important cases 
the League has not prevented a “resort 
to war” in circumstances forbidden by 
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the Covenant, of which the war in the 
Far East and the series of totalitarian 
aggressions are the gravest and most 
dangerous to world peace. 

An examination of League history 
shows two things: first, that remon- 
strance, however general and well 
founded, will not alone stop an aggres- 
sive power from carrying out its policy; 
and second, that there has been a lack 
of solidarity, of esprit de corps, in the 
League powers which should have in- 
duced them, jointly and almost auto- 
matically, to resist an attack on any 
one of their number. ‘That is partly 
due to want of imagination, caused by 
geographical remoteness or other con- 
siderations, partly to the unfamiliarity 
of the truth that peace is in itself the 
greatest of national interests, and partly 
to the international looseness of the 
League organization. 

I believe that all these defects would 
be lessened if there were inside the 
framework of the League, confedera- 
tions of geographically related powers 
with appropriate confederate organs. 


A EUROPEAN CONFEDERATION 


The most obviously necessary of 
these bodies would be a European Con- 
federation. And here we have an ex- 
isting foundation on which to build, in 
the Anglo-French partnership which the 
war has brought into existence. It has 
already produced a common War Coun- 
cil and common economic and financial 
action. That movement should be con- 
tinued and developed after the war into 
what might well become a definite Eu- 
ropean Confederation, the central ob- 
ject of which should be the preservation 
of European peace. It should be open 
to European members of the League 
who fully accept the principle that ag- 
gression is an international crime and 
are prepared to use all their strength to 
protect victims of it in Europe. A Eu- 


ropean General Staff would be needed, 
and possibly other organs. 

The Confederation would be autono- 
mous in the sense that it would not be 
subject to the control of any other in- 
ternational authority; but it would re- 
main in close touch with the League 
and notify the Council and the Assem- 
bly of its proceedings. There must be 
no rivalry between the two organiza- 
tions, but, on the contrary, the closest 
co-operation. The general peace-keep- 
ing machinery of the Covenant would 
remain, including the duty of all mem- 
bers to do what is reasonably possible 
to protect any one of their number from 
aggression. The creation of the Euro- 
pean Confederation would be no more 
than a closer definition of these duties 
in one area. 

Obviously, what has been said is a 
mere indication of the underlying idea. 
Much else would require elaboration, 
with the object of increasing and em- 
phasizing the Confederation’s corporate 
life. Questions like social and economic 
progress, including possibly a common 
currency and a common tariff policy 
and, it may be, a Confederation flag, 
would doubtless arise. If, as is vital 
for permanent peace, a scheme of inter- 
national limitation of armaments is 
adopted, it might probably involve an 
international air force under the control 
of the European General Staff. Cer- 
tainly some machinery would have to 
be created for dealing peaceably with 
international disputes unsuitable for 
reference to the Hague Court as de- 
pending rather on questions of general 
policy than on legal or logical argu- 
ments. 

All this, it may be said, is only an- 
other piece of machinery. After it has 
been created, the fundamental difficul- 
ties will remain. No machinery can do 
more than facilitate the action of the 
peoples. Unless they and their govern- 
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ments really put the maintenance of 
peace as the first and greatest national 
interest, no confederation or federation 
can force them to do so. But I believe 
that confederation,—that is, the con- 


stitutional union of independent states, 
inside the general framework of the 
League—may help to make men realize 
that it is only by international co-op- 
eration that peace can be preserved. 


Edgar Algernon Robert Cecil, D.CL., LL.D., 1st 
Viscount of Chelwood, ts chancellor of Birmingham 
University, visitor at St. Hugh’s College, Oxford, and 
president of the League of Nations Union. He has 
been very active in English political affairs; was rector 
of the University of Aberdeen, 1924-27; president of 
the National Association of Building Societies, 1928- 
36; and winner of the Nobel Peace Prize for 1937. 
He is author or co-author of “Principles of Commer- 
cial Law,” “Our National Church,” and “The Way of 


Peace.” 


The Nature of a World Peace 


By Lurer EINAUDI 


HE present European war is not 
an economic or a political or a 

social war. If it were, it would be pos- 
sible to patch up some sort of compro- 
mise. But tbis is a religious war; it is 
a clash of life ideals. Men use lan- 
guages which are to each other utterly 
incomprehensible. As in the religious 
wars, men see im those who are in the 
opposite camp not simply enemies, but 
unbelievers, for whom the only prac- 
ticable remedy, after excommunication, 
is hell’s eternal fire. ` 

How could a written settlement 
change this attitude of mind? There 
must be a beginning of a common lan- 
guage, of a common ideal, before reach- 
ing an understanding leading to a dura- 
ble settlement. There is not the least 
probability that such a beginning can 
be made during the war, or after a com- 
‘ promise peace, which would be only a 
temporary trucę. 

A durable settlement is possible only 
after the crushing defeat of one of the 
two opposite religious ideals. 


Two Ways OPEN 


To the victor, whoever he will be, 
two ways will be open: 
a) Unify Europe and the European 
. dependencies on the pattern of the Na- 
poleonic Empire or, better, the Roman 
Empire: one ruler, one law, one religion. 
This is a feasible plan, and it could suc- 
ceed. It could succeed all the more 
easily if the victor were willing to limit 
his absolute rule. If unification were 
pursued only in the political and eco- 
nomic fields, that is, in the fields rele- 
vant to the ruler, leaving men free to 
believe, as in the old Roman Empire, 
in their respective national gods side by 
side with the imperial god, and to speak 


in their native languages as well as in 
the official language, and to follow their 
native folkways, the success could be 
permanent, at least as permanent as 
things human can be. 

b) Unify Europe and dependencies 
on a federal plan, on the pattern of the 
United States of America. This is a 
much more difficult enterprise and it 
would take much more time. The grav- 
est difficulty to be overcome in this case 
would be the unification of spirits with- 
out recourse to the suppression of un- 
believers. If, however, this solution 
were preferred, such preference could 
not but be the consequence of the belief 
of the victor in self-rule, his respect to- 
ward dissentient opinions, and his con- 
fidence in the law-abiding conduct of 
dissentient minorities. In the Europe 
of today these are more hopes than ' 
realities. But education and strict en- 
forcement of the law could, on a very 
long view, do much toward achievement 
of this ideal. The plan 6 could, there- 
fore, succeed also. 

What will be the reaction of the outer 
world to each of these two settlements 
is not my concern to investigate. Prob- 
ably the reaction will be different ac- 
cording as the solution a or b prevails. 
In any case, one thing is doomed: the 
idea of the sovereign state whose sov- 
ereignty is absolute and self-complete: 
No written treaties, no Leagues of Na- 
tions formed by the many sovereign 
states of the world, will permit this fos- 
sil remnant of past ages to survive. In 
this our age of railways, sea and air 
navigation, telegraphs, telephones, and 
other communications, the anachronistic 
sovereign state must go. The present 
war, with its daily violations of so-called 
international law, i.e., rules of behavior 
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among sovereign states, is hastening the this will be the best and the only sure 
disappearance of a fiction. Perhaps outcome of the tragedy. 
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A Peace and Sound Economics 


By GEORGE STUART PATTERSON 


N INTELLIGENT discussion of 
the problem of economics in rela- 
tion to peace must necessarily involve 
an assumption as to the ultimate victor 
and the duration of the war. I say “an 
assumption as to the ultimate victor” 
because it is perfectly obvious that if 
Germany prevails, the economic and so- 
ciological conditions in Europe will be 
vastly different from those if the Allies 
win; and it is equally clear that those 
same conditions will be vastly different 
if the war lasts five instead of two years 
from today. 

I do not pretend to have any more 
military knowledge or other informa- 
tion as to either of these questions than 
my audience has, and I am therefore 
(for the purpose of this discussion) 
going to guess (and it is nothing but 
a guess) that at the end of two years 
from now, the Allies will be able to 
dictate the terms of peace. 

In considering the economic aspects 
of a durable peace we have to consider 
also the economic conditions of the bel- 
ligerents and the neutrals at the date of 
the peace; and we can only estimate 
those conditions by taking conditions as 
they are today, remembering that such 
conditions will be intensified every day 
the war lasts. 


European economics are rapidly re- ' 


turning to those in effect in the early 
days of civilization, that is, to the barter 
system as between different countries 
and to the subordination of the indi- 
vidual and his necessities to the military 
requirements of the tribe. 


Costs OF THE WAR 


The cost of the war to the belligerents 
and to all European neutrals is appal- 
ling. The March 1940 issue of the 
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National City Bank review makes the 
following estimates as to these expendi- 
tures: 

In England, current expenditures are 
running at an annual rate of $9,600,- 
000,000, or at about 40 per cent of the 
estimated national income for 1939 of 
$24,900,000,000. To meet these ex- 
penditures the individual income tax in 
Great Britain has been raised to 37 per 
cent and corporation excess profits (in 
excess of prewar average) tax to 60 per 
cent, and there are heavier consumption 
taxes of all kinds. 

In France the estimate for expendi- 
tures in 1940 is $7,400,000,000, or 40 
per cent of the national income (prob- 
ably 50 per cent). If the war lasts two 
more years, total expenditures of Eng- 
Jand and France may easily reach $45,- 
000,000,000, while the two countries 
together have probably only $8,000,- 
000,000 in gold, foreign exchange, and 
salable foreign securities. The British 
Empire has, however, an annual gold 
production of about $800,000,000 (at 
present prices). 

Australia’s budget for 1939-40 calls 
for the expenditure of $200,000,000, or 
six times that of the previous year. 

New Zealand expects to spend £10,- 
000,000, or five times as much as last 
year. 
Canada’s costs to the end of March 
1941 are expected to be $500,000,000. 

Additional expenses to Belgium for 
armed neutrality are $300,000,000; to 
the Netherlands, $330,000,000; and to 
Sweden $240,000,000. 

Japan’s budget calls for an expendi- 
ture in the coming year of $2,415,000,- 
000, or five times as much as prior to 
the outbreak of hostilities. 

The London Economist estimates 
that the government expenditures of 
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Germany amount to 60 per cent of its 
national income. 

The 1940 budget for Russia allocates 
for defense over 57,000,000,000 roubles, 
or 40 per cent over the 1939 figure. 

Other sources indicate that the above 
estimates are on the conservative side 
and are likely to be substantially in- 
creased in the coming year. It is not, 
therefore, at least problematical as to 
whether any government in Europe will 
be solvent two years from now if the 
war should continue that long? 

We have little information as to the 
economic situation in Russia, and it 
cannot be said that economic conditions 
in the United States have been, as yet, 
unfavorably affected by the war. 

It must be remembered that these ex- 
penditures by neutrals as well as bel- 
ligerents, both capital for armament and 
for feeding and paying men under arms, 
are nonproductive in substance, are re- 
sulting in enormous increases in public 
debt and taxation, and can only end in 
a reduction of the standard of living in 
all countries where such conditions pre- 
vail. Indeed, a margin of nonexpenda- 
ble income will have to be maintained 
by every citizen to provide sources of 
taxation or government loans for mili- 
tary purposes. 

We should also realize that the daily 
destruction of neutral ships and cargoes, 
as well as those of the belligerents, is in 
itself the elimination of wealth and of 
the savings of the world. 


GOVERNMENT CONTROL 


At the present time the banking sys- 
tems of all European countries are prac- 
tically, if not legally, under control of 
government, which also controls the 
purchase and sale of foreign exchange, 
and in some cases, such as the Nether- 
lands, England, France, and Germany, 
fixes the amount and the destination of 
exports and imports. 


No country in Europe, o7 indeed in 
the world, is on the gold standard, with 
the exception of Venezuela. 

An example of government control 


over private industry at che present- > 


time by a neutral can be seen from the 
situation in the Netherlands, where the 
government directly controls production, 
processing, importation, and exportation 
of all farm products, rations feed for 
livestock and fertilizer for farmers, pro- 
vides that no raw material can be bought 
or sold without a government permit, 
and assigns all ship cargo space as be- 
tween different commodities. Prices of 
any commodity cannot be increased over 
those in effect in August 1939 except 
with the consent of the government, and 
then only upon proof of increased cost 
of production, such as increased cost of 
raw material. 

During the war, England and France, 
and possibly many of the neutrals, will 
have to confine their commercial activi- 
ties to the production o? armament, the 
care of the military machine, and the 
bare necessities of life for the civilian 
population. As far as is known, wages, 
prices, and the conscrip-ion of labor for 
domestic purposes have not as yet taken 
place in Europe except in Germany, but 
I think it fair to assume that there is a 
rigid censorship of both newspaper and 
radio in every country in Europe. 

Forced government loans have been 
in effect in Germany for some time, a 
so-called “voluntary” loan has been is- 
sued in the Netherlands, and the sug- 
gestion is being discussed, even in Eng- 
land, that a portion of everyone’s wage 
or income shall be taken by the govern- 
ment as a subscription to a government 
loan. 

As the war progresses, government 
control over agriculture and industry 
and over the private lives of individuals 
will become more anc more extended 
in the case of neutrals as well as bellig- 
erents, and it is also reasonably clear 
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that as the war continues, the United 
States will lose its export trade to Eu- 
rope in raw materials (which can be 
secured elsewhere) and in luxuries, such 
as automobiles, motion picture films, ra- 
dios, and others, and no dividends may 
come from European corporations to 
shareholders who are citizens of the 
United States. 

Australia has prohibited the importa- 
tion of luxury motor cars, and England 
has declined to issue any further Navi- 
certs on goods going from this country 
to Scandinavia or to the Baltic States. 
It is also possible that in the course of 
the next week all exports to Yugoslavia 
will be put on a quota basis. You can 
readily see how this will affect the ex- 
port trade of the United States, 

We may also anticipate an Allied em- 
bargo in the Pacific as well as the At- 
lantic, preventing raw materials from 
reaching Germany via Vladivostok. 

Indeed, one English company has 
commenced liquidating holdings of 
American securities on the ground of 
the prospective injury to our export 
trade by the impoverishment of our ex- 
port markets.* 


CONDITIONS AT END OF WAR 


It has been estimated that at the 
present time Europe has twenty-five 
million men under arms and seventy- 
five million more employed in war in- 
dustries, all of whom will require em- 
ployment at the end of the war. 

Would it, therefore, be too pessimistic 
to anticipate that at the end of two 
years of war the economic situation in 
Europe will be something like the fol- 
lowing: 

The government of each country will 
determine what industries shall or shall 


not exist, and who shall labor therein. 


and at what wage. There will be a sub- 

stantially lower standard of living than 

exists today, for all classes. Such gold 
1 Whaley Eaton Service, April 2, 1940, 


reserves as Europe may have at that 
time will be revalued, with a consequent 
depreciation of the currency. Private 
saving and investment will cease, with 
a possible confiscation of personal prop- 
erty by capital levies, and, of course, all 
transportation and communication sys- 
tems will be controlled by government. 
Notwithstanding the fact that the 
world production of gold has increased 
tremendously in the last ten years, the 
United States at the present time con- 
trols over 68 per cent of the world’s 
minted supply, a percentage which will 
probably be largely increased for at 
least the next two years, as machine 
tools, airplanes, and other military sup- 
plies are purchased from this country. 
The end of the war will bring in Eu- 
rope the demobilization of armies, with 
private enterprise largely unable to pro- 
vide the necessary employment, and 
consequent unemployment will afford a 
fruitful field for demagogic and com- 
munistic propaganda of all kinds. 


SUGGESTED PROVISIONS OF 
PEACE TREATY 


If we are correct in this forecast of 
future conditions in Europe, what kind 
of a peace can be made which will help 
the economic situation of the world? 
In the following outline I am going to 
draw freely upon recommendations from 
a citizen of sound economic views and 
with a wide experience of European 
conditions both past and present. It 
has been suggested that the treaty 
should embody the following provisions: 

1. There should be no provision for 
indemnities or reparation. The expe- 
rience of the last war should be still 
fresh in our minds. ; 

2. The territory of the Allies as it 
existed on September 1, 1939 should 
not be enlarged notwithstanding any 
territory the Allies may conquer or oc- 
cupy during the war. ` 

3. Germany and Russia should sur- 
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render Finland and Poland, except 
Danzig and the Polish Corridor, all of 
Czechoslovakia except the Sudetenland, 
and leave for a plebiscite the question 
as to whether the people in Austria, 
Danzig, the Polish Corridor, Memel, 
and the Sudetenland desire their former 
independence or wish to remain a part 
of the German Reich or form new and 
different states. 

4. The treaty should contain an ex- 
press stipulation as to disarmament by 
the parties to the treaty. Whether an 
adequate provision for disarmament can 
be satisfactorily worked out is a very 
difficult question, bearing in mind the 
situation of all nations with respect to 
both Russia and Japan. 

5, The treaty should stipulate that 
the parties thereto shall call a confer- 
ence at which all European nations shall 
be asked to form a union which will 
agree upon: 

a) disarmament with a provision for 
enforcement thereof by joint action of 
the parties to the union; 

b) a reduction of tariffs, trade quo- 
tas, and exchange ‘restrictions among 
members of the union and including 
such outside countries as will subscribe 
thereto; 

c) if practical, maintenance of a com- 
mon defense military force by the par- 
ties to the union; 

d) a committee of the union which 
will consider the problem of free access 
to raw materials for all nations, and the 
re-establishment of the gold standard 
when practical; 

e) a labor committee which will con- 
sider labor regulations in the countries 
parties to the union, as well as real 
wages and working conditions in the 
different countries, so as to secure uni- 
formity as far as possible. 

This question of uniformity of real 
wages as between different countries is 
the most difficult problem of all, involv- 
ing as it does the standard of living in 


different countries, and on it hinges the 
possibility of equalization of tariffs. 


UNITED STATES RELATION TO EUROPE 


And now, what part, if any, can the 
United States play ir such a union? 
Obviously, public sentiment in the 
United States will never permit us to 
become a member and actively partici- 
pate in the policing of Europe. On the 
other hand, the United States is vitally 
interested not only in international 
trade but also in the preservation of 
European civilization. 

The result of the last war was such 
a large increase in our agricultural pro- 
duction and manufacturing plants as to 
exceed by far our domestic markets 
and to make us dependent upon exports 
and international trade. 

If Europe’s civilization is to disappear 
through economic chaos, unemploy- 
ment, and resulting communism, how 
long will it take such iceas to spread 
across the Atlantic and become an in- 
tegral part of our civilization? And if 
the individual be disregarded in Europe, 
and the state become the sole fount of 
industry and all social activities, how 
long can we preserve our existing form 
of government and the system of pri- 
vate enterprise? We must help to pre- 
serve private enterprise in Europe. 

We have another vital interest in the 
European situation, end that is in our 
gold holdings. We row have 68.6 per 
cent of the minted gold of the world, 
and in two years more of war the pro- 
portion will probably be 80 per cent. 
Of what use will that gold be to us if 
the rest of the world ‘Sas practically 
none and if we are not willing to trade? 

Do not these factors mean that we 
will have to aid Europe to get on its 
feet by taking at least some of its goods, 
as we do under the Hull reciprocity 
treaties, and by using our gold to make 
investments in Eurcpe? Indeed, one 
authority has suggested that in the long 
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run our interests would be best served careful consideration. They must be 

by lending gold to foreign nations with- considered today and a sound public 

out interest, as well as by long-term solution arrived at, instead of awaiting 

credits for the purchase of our goods. their decision in the hurry and heat of 
I submit those problems for your a political discussion. 
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War, Peace, and the Balance of Power 


By FREDERICK L. SCHUMAN 


LL Americans desire a durable 

peace in Europe. Few Ameri- 
cans desire that America should run 
any risks or assume any responsibilities 
for a durable peace in Europe. Few 
Americans would be willing to concede 
that past American action has contrib- 
uted powerfully toward making im- 
possible a durable peace in Europe, or 
that future American action will be 
necessary in order to make possible 
once more a durable peace in Europe. 
Yet most Americans are aware that the 
peace of America can never be safe un- 
less and until the peace of Europe is 
organized and secure. In short, like a 
good many other people, we should like 
to eat our cake and have it too. And 
some of us are so firmly resolved not 
to be convinced by any amount of evi- 
dence or any amount of experimental 
demonstration that this gustatory mira- 
cle is impossible of attainment that we 
go on firmly believing that somehow or 
other we shall manage to do it., 


ATTITUDE OF AMERICANS 


If the problem of organizing a dura- 
ble peace in Europe confronts Ameri- 
cans with this kind of dilemma, the 
present war in Europe confronts us with 
a similar dilemma. Nine-tenths of 
Americans want America to stay out of 
war. The same nine-tenths of Ameri- 
cans want the Allies to win the war 
and the same nine-tenths of Americans 
are firmly convinced that the Allies can 
and will win the war, since we as people 
have a prodigious capacity for wishful 
thinking. ‘But we are fearful that if 
we should do anything beyond what we 
are now doing as a nation to help the 
Allies win the war—that is, anything 
further short of military aid—we may 
be compelled ultimately to extend our 
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military aid. And we persist rather 
stubbornly in the view that we must do 
nothing further now, despite the ob- 
vious facts that the only thing that 
might compel us to extend our mili- 
tary aid to the Allies would be the 
prospect of Allied defeat and that we 
are now contributing tc the possibility 
of Allied defeat by withholding our 
shipping and withholding our financial 
resources from the Allies. 

We shall of course change our minds 
about that if the possibility of Allied 
defeat becomes imminent, but whether 
we shall change our minds in time re- 
mains to be seen. The epitaph of de- 
mocracy in Europe and in America may 
be the words, “Too late.” Those words 
hang darkly over us tonight; so darkly 
as to give our whole discussion a cer- 
tain atmosphere of academic unreality. 
We are met to discuss ways and means 
of rebuilding and redecorating the tem- 
ple of peace, freedom, and justice at a 
time when the whole structure is in 
flames and burning down. As neutral 
Americans we are quite unwilling to 
help put out the fire, because someone 
else’s chestnuts might conceivably be 
saved and we might get our fingers 
burned, and that would never do; but 
we are extremely eager to advise others 
as to how to put out the fire, and to 
discuss fire prevention at great length 
with anybody who is willing to dis- 
cuss it. Meanwhile the fire rages and 
we fiddle while Rome burns. 

We are somewhat in the mood of 
Neville Chamberlain in his appeasement 
phase. I do not mean to suggest that 
Mr. Chamberlain really fiddled while 
Rome burned, but he made speeches 
while Rome burned, he made reassuring 
speeches, and he offered gratuitous ad- 
vice to victims of aggression and to ag- 
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gressors as to how they ought to behave, 
making it very clear all the while that 
Great Britain had no commitments and 
would assume no commitments and this 
was really none of Great Britain’s busi- 
ness. We are acting that way now. 
Above all, you remember, Mr. Cham- 
berlain urged everybody to keep very 
calm, and he himself kept very calm as 
the flames of war drew ever closer. He 
kept astonishingly calm over the fate of 
China, Ethiopia, Spain, Austria, Czecho- 
slovakia, and Albania, just as we as 
Americans now try to keep very calm 
over the fate of Finland’ and Denmark 
‘and Norway and China and Great Brit- 
ain and France themselves. 

It seems to me that our isolationists 
might very well model their public ut- 
terahces on those of Mr. Chamberlain 
in his appeasement phase, because they 
are determined that America shall re- 
peat the tragic mistakes that Mr. Cham- 
berlain’s Britain repeated for so long. 
They might, for example, say, in Mr. 
Chamberlain’s best appeasement style, 
that they recognize reluctantly that the 
city is on fire and that they feel forced 
by circumstances beyond their control 
to concede that the general anxiety en- 
gendered by the rapid oxidation of most 
of the dwelling houses and the collapse 
of most of the public buildings seems 
ill-calculated to restore that general 
confidence which we all so ardently de- 
sire. They might even intimate that 
while no particular action is called for 
by the present emergency and while no 
commitments of any kind must be as- 
sumed in defense of faraway lands, nev- 
ertheless they are perhaps willing to 
consult with the fire department in the 
event that the conflagration fails to 
subside of its own volition. But on 
second thought I suppose that none of 
our isolationists would even be willing 
to consult with the fire department, be- 
cause that would involve a dangerous 
foreign entanglement; and perhaps they 


would not even preserve the Olympian 
calm which Mr. Chamberlain preserved 
so long and so successfully—for I notice 
that our isolationists are increasingly 
disposed to grow increasingly hysterical 
in advising all the rest of us to be very 
calm. 

Perhaps all our isolationists may ulti- 
mately discover that the risks of the 
course they urge for America are not 
very different from the risks involved 
in the course which Messrs. Daladier 
and Chamberlain pursued for so long, 
and they may discover too late that the 
cost to America of such a course, the 
cost of abandoning China or Great Brit- 
ain or France to the flames, is not likely 
to be very different from the present 
cost to Great Britain and France of 
having earlier abandoned other peoples 
to the flames. 


A THEORETICAL QUESTION 


I mention this at the outset because 
all of it does make our discussion some- 
what academic. But many of us are 
academicians; so let us proceed. I will 
address myself to a completely theoreti- 
cal question, a question which seems to 
me much neglected in the current dis- 
cussion of peace, a rather unpleasant 
question, as these questions have a tend- 
ency to be. The problem I have in 
mind is that of the relationship between 
peace and the balance of power, and the 
role of force in the organization of 


peace. 

The late Justice Holmes once ob- 
served that “the vindication of the 
obvious is sometimes more important 
than the elucidation of the ‘obscure.” 
This may be one of the times, and I 
therefore make no apology for dwelling 


. at some length on the obvious. 


The peace to come in Europe and in 
the world will be a peace imposed by 
military force, and it will be a peace 
enforced by arms. That is obvious, 
and is sometimes overlooked. I propose 
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to make that obvious fact a point of 
departure for some general observations 
on peace, war, and the balance of 
power, and on the role of military 
power in the organization of peace. 


Tue BALANCE OF POWER 


The cause of war is anarchy. Under 
conditions of anarchy, whether among 
individuals or among nations, human 
life (in the words of Thomas Hobbes) 
is solitary, poor, nasty, brutish, and 
short. Anarchy prevails when the in- 
strumentalities of coercion in any com- 
munity are so widely and equally dis- 
tributed that no member fears the force 


of all against him and all members have 


sufficient force of their own to resist or 
attack their neighbors if irreconcilable 
demands lead to blows. Anarchy 
breeds violence. Because it breeds vio- 
lence, it breeds competition for control 
of the instruments of violence. The 
stakes of diplomacy which are bar- 
gained over and fought about in great- 
power politics are valued chiefly be- 
cause they are things which effect 
relative fighting capacity. To acquiesce 
in a reduction of one’s fighting capacity 
or in the enhancement of that of a 
neighbor in a community in which life 
is a potential war of each against all 
for control of the weapons of power is 
to diminish one’s ability to wage future 
wars successfully, and to expose oneself 
to the risk of destruction at the hands 
. of one’s neighbor. To preserve or im- 
prove one’s relative position in the allo- 
cation of the components of violence in 
order to enhance one’s ability to wage 
future wars requires alliances, arma- 
ments, overseas bases, control of stra- 
tegic waterways, colonial sources of 
supply, and sundry other elements of 
power. Diplomatic rivalry for posses- 
sion of these elements becomes military 
conflict when each side in a given dis- 
pute assumes that surrender or com- 
promise would fatally weaken its future 


capacity to wage war, and/or when 
each side assumes that its own superi- 
ority in the arts of violence will enable 
it to impose its will forcibly at small 
cost. Thus, wars are fought to change 
the distribution of fighting capacity 
arrived at in previous wars and to affect 
the distribution of fighting capacity in 
future wars. 

The problem of organizing peace is 
the problem of replacing the dispersion 
of the tools of violence among a number 
of approximately equal competitors for 
power by a centralization and integra- 
tion of coercive authority in the hands 
of one or of a few or of central organs 
of the whole community. This process 
cannot achieve the desired end unless it 
proceeds to a point at which no unit 
or probable combination of units will 
be able to muster enough force to offer 
challenge to the central power. The 
alternative to anarchy is order. The 
essence of order is a mcnopoly of vio- 
lence in the hands of the creators and 
guardians of order. The problem is 
only remotely and indirectly one of 
rectifying “injustices” and promoting 
“peaceful change” and <hereby dimin- 
ishing deprivations, insecurities, aggres- 
sions, and national wills-to-ight. War 
among nations in the twentieth century 
is not attributable to injustice or to lack 
of procedures of pacific settlement. It 
is a product of the assumption of vio- 
lence and of the supposition by the rul- 
ers of each great power that it is more 
advantageous than dangerous to play 
the power game and to use force and 
fraud to secure control of the things 
that measure capacity to fight. These 
advantages are possible only because 
there is a dispersion of power or a “bal- 
ance of power” involving a rough equi- 
librium of potential figkting capacities 
between rival states or rival coalitions 
of states. In an unstable balance, op- 
portunities are ever present for uni- 
lateral action or concerted action with 
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allies to shift the balance in one’s favor.. 


Such action spells war when it is sup- 
ported by arms and encounters armed 
resistance. 


POSSIBLE ORGANIZATIONAL FORMS 


War between states in such a state 
system as this can be prevented only 
by abolishing these premises of political 
relationships. Abolition requires the 
destruction of the balance of power and 
the prevention of its re-establishment. 
This goal is in theory obtainable in 
several different ways: (1) through the 
armed conquest of all states by one and 
the transformation of the state system 
into universal empire after the model 
of ancient Rome; (2) through a perma- 
nent coalition of powerful states allied 
for maintaining the status quo and able 
and willing to meet and defeat all chal- 
lengers; (3) through a regional or uni- 
versal confederation or league whose 
members will act in unison to enforce 
their collective will upon any member 
violating its covenants or upon any out- 
side aggressor, either through economic 
and military sanctions or through an 
international police force; (4) through 
a federal central government with ex- 
ecutive and judicial authority over indi- 
viduals and with such legislative powers 
as may be vested in it by a supreme 
constitution wherein the powers of cen- 
tral and local organs are defined; or 
(5) through a unitary world state estab- 
lished not by conquest but by the abdi- 
cation of the rulers of national sover- 
eignties in favor of a world élite ruling 
through symbols of world-wide efficacy 
and apportioning penalties and benefits 
all over the planet. 

In the ‘light of the probabilities of 
“practical” politics in a state system 
which covers the earth, universal empire 
offers no presently feasible alternative 
to anarchy, since it is unlikely that any 
one power will succeed in doing what 
the Spain of the Hapsburgs, the France 


of the Bourbons and Bonapartes, and 
the Germany of the Hohenzollerns 
failed to achieve. Even the most fanci- 
ful Nazi dreamers of the conquest of 
all the world by the “master race” con- 
cede the need of allies to overcome an- 
ticipated resistance to salvation. Equally 
unlikely of realization is the vision of 
a world state administered by a new 
world ruling class. No current scheme 
of world order approaches this model 
save that of the Communist Interna- 
tional. And even the most optimistic 
disciples of Stalin (or of Trotsky), 
however hopeful they may be of world- 
wide proletarian revolution, usually con- 
cede the necessity of the armed conquest 
of at least some of the benighted com- 
munities which may refuse to accept 
liberation gladly. Attempts at conquest 
by revolutionary imperialisms may be 
expected to generate at least as much 
resistance as such attempts on the part 
of counterrevolutionary imperialisms. 
That much promises to be too much. 
And too much is enough to make the 
goal impossible of attainment. 

There are left among the more prac- 
ticable possibilities the organizational 
stereotypes of “alliance,” ‘“confedera- 
tion,” and “federation.” The present 
generation has already known one alli- 
ance which made and enforced world 
peace while it endured: the Allied and 
Associated Powers of 1918-19, compris- 
ing five of the seven great powers and 
almost a score of lesser ones. It has 
also known a subsequent European coa- 
lition which, while it endured, enforced 
European peace: the French bloc 
(1919-36) of France, Belgium, Poland, 
Czechoslovakia, Yugoslavia, and Ru- 
mania, with at times the adherence of 
the U. S. S. R., the support of Great 
Britain, and the sympathy of the 
United States. The present generation 
has also known one effective confedera- 
tion which, had it not been betrayed by 
its leading members, offered promise of 
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enforcing peace: the League of Nations. 
No genuine international federation has 
yet emerged, despite the eloquent plea 
of Clarence Streit. 

These “alternative” frames of action 
for abolishing the balance of power and 
achieving an effective monopoly of co- 
ercive authority, however, represent dif- 
ferences of degree more than of kind. 
By the same token, they represent a 
developmental sequence through time. 
The only world-wide confederation of 
our age was an outgrowth of an alliance. 
A world federation, or even a federation 
of democracies, must almost inevitably 
grow out of a confederation as the 
American Federal Union of 1789 grew 
out of the Articles of Confederation. 
Quarrels between partisans of one or 
another solution and quibbles over me- 
chanical details are alike pointless if 
the basic problem of power is lost sight 
of. That problem is to create and per- 
petuate an aggregation of international 
coercive authority sufficient to abolish 
competition for power and capable of 
keeping the peace by compelling all 
members of the community of nations 
to submit controversies to pacific modes 
of adjustment. Without this, no alli- 
ance, confederation, or federation can 
achieve the end in view. With this, the 
precise form of organization is unimpor- 
tant. 


AFTER THE PRESENT WAR 


Experience suggests that the neces- 
sary point of departure for any realistic 
efforts in the direction indicated will be 
found only in a multipartite military 
alliance comparable to those. which 
functioned after 1815 and 1919. The 
coalition that wins the present war will 
rule the world. Whether international 
anarchy is replaced by international 
order will depend upon whether the 
grand alliance of victors ultimately dis- 
integrates or is perpetuated and trans- 


formed into a living and growing nu- 
cleus of world organization. 

Inasmuch as the present distribution 
of fighting capacity is such as to render 
more probable a victory ty Germany 
over Great Britain and France than a 
victory by Great Britain and France 
over Germany, this possibility must be 
considered in connection wizh the prob- 
lem in hand. A German victory over 
the Western European powers, though 
it might be won singlehandedly if the 
United States and the Soviet Union re- 
mained passive, would in all likelihood 
be shared in by Italy, Spain, Japan, 
Hungary, Bulgaria, and possibly the 
U. S. S. R. The peace terms whereby 
the world would be repartitioned among 
the totalitarian states would thus be 
the work not of Germany alone but of 
a coalition. With France and Great 
Britain defeated, such a coalition would 
be overwhelmingly powerful and could 
not be successfully challenged by Amer- 
ica or Russia in most quarters of the 
globe. That it would prove permanent 
and susceptible of transformation into a 
confederation or federation, however, is 
doubtful. The creeds of its rulers exalt 
racial and national fanaticism and re- 
pudiate the ideals of international fra- 
ternity and world organization. Unless 
these creeds are transformed in the 
wake of victory in some wholly improb- 
able fashion from religions of military 
heroism and conquest into religions of 
peace and justice, there can be no per- 
manence in such an alliance and no 
possibility of its evolving into a con- 
federation or federation. Triumphant 
totalitarian violence may reasonably be 
expected to beget counterv:olence from 
the subjugated and from those not yet 
subjugated. Further wars and revolu- 
tions will be the normal aftermath of 
further victories by the aggressor states. 
A Nazi defeat of France and Great Brit- 
ain will thus signal the end, at least for 
this generation, of any possibility of 
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organized international peace in the 
world to come. 

On the other side of the line of war, 
it may be safely assumed that Great 
Britain and France alone cannot defeat 
the Third Reich. An “Allied” victory, 
if any, is conceivable only through the 
addition of further allies to the Allies. 
The addition of Turkey, Greece, and 
Rumania cannot suffice to turn the 
scales. The addition of the U. S. S. R. 
would suffice, but this opportunity was 
thrown away before hostilities began, 
and cannot readily be recovered. The 
addition of America and of other demo- 
cratic neutrals would probably suffice, 
as it did in 1918. In any event, Allied 
victory can only be the victory of a 
great coalition not yet created. An Al- 
lied peace would necessarily be made by 
a number of powers. The powers which 
contribute nothing to military victory 
need expect no role in peacemaking, 
despite the naive hopes of some Ameri- 
cans that a “neutral” America would 
be able to exert decisive influence at 
the peace conference. Whether the Al- 
lied coalition which might defeat the 
Reich could or would endure and be- 
come a permanent confederation or fed- 
eration depends upon whether the usual 
processes of post bellum disintegration 
which beset all coalitions could be ar- 
rested. 


DISINTEGRATION OF COALITIONS 


Precedent furnishes no basis for op- 
timism in this connection. Pressure for 
union in most alliances stems from a 
visible, obvious, and immediate common 
danger in the form of a powerful and 
undefeated foe. Removal.of such pres- 
sure through victory usually results in 
the gradual dissolution of the alliance 
which won the war. Weary publics lose 
enthusiasm for international action with 
the coming of peace. Wartime fervor 
for concerted endeavors is replaced by 
indifference and isolationism. Diplo- 


mats and strategists fade out of the 
public eye and resume their traditional 
practices. These practices in any post- 
war epoch following upon the decisive 
defeat of a common enemy spell death 
to any coalition of victors, for the newly 
won and apparently secure ascendancy 
of those whose arms have prevailed pre- 
disposes the erstwhile allies to resume 
competition for power among them- 
selves. After 1919 the United States 
abandoned the Allies and the League 
forthwith, Japan fell away, Italy nursed 
grievances, Great Britain and France 
quarreled, and most of the lesser states, 
despite membership in the League, went 
about their “business” and resumed 
their traditional attitude of unconcern 
toward “other peoples’ wars” as long 
as they felt secure. The subsequent 
French bloc was more solidly grounded 
in the power interests of its members. 
But French refusal to defend the de- 
militarization of the Rhineland in 1936 
provoked the defection of Belgium and 
paved the way for the abrupt collapse 
of the entire coalition after the Anglo- 
French betrayal of Czechoslovakia at 
Munich. 

This process in its broad aspects was 
a familiar one. In its details it was 
unique, since never before had the great 
powers of a victorious coalition publicly 
co-operated in the restoration of the 
fighting power of their enemies and 
openly surrendered friendly states and 
even allies to the mercies of common 
foes. Here the process of dissolution, 
in so far as it had any raison d’être in 
Realpolitik, grew out of a grandiose 
balance-of-power program based on er- 
roneous premises. Those who shaped 
policy at Downing Street and the Quai 
d’Orsay from 1931 to 1939 failed to 
maintain the overwhelming preponder- 
ance of power which they and their 
allies originally enjoyed. They pre- 
ferred to condone Japanese, Italian, and 
German aggression and to acquiesce in, 
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` 


and even welcome, the steady enhance- 
ment of fascist fighting capacity to a 
point at which a balance of power was 
restored. The French alliance system 
and the League of Nations were alike 
sacrificed to this design, which was pub- 
licly defended as a means toward peace 
and privately motivated by the convic- 
tion that the Fascist Triplice was a use- 
ful counterweight to the U. S. S. R. and 
would ultimately clash with Russia. 
The latter hope proved wrong. In the 
absence of either a fascist-Soviet clash 
or an Anglo-French alliance with Mos- 
cow, the strategic results of “appease- 
ment” insured war between the western 
powers and one or more of the fascist 
states. Thus the fruits of victory of 
1919 were tragically and irresponsibly 
thrown away within a few years and 
the “purple testament of bleeding war” 
once more became mankind’s covenant 
with grief. 


INCENTIVES FOR PERMANENT 
COALITION 


In the face of this record, all current 
proposals for the organization of peace 
deserve to be evaluated in terms of the 
contribution they make to the solution 
of the specific problem of power here in 
hand. How can a repetition of the de- 
bacle of the past decade be averted? 
How can a league of victors be per- 
petuated after victory and broadened 
into an enduring structure of world or- 
der? The problem would appear to be 
one of establishing new incentives for 
maintaining in full force the war alli- 
ance of victors and transforming it into 
something beyond a mere diplomatic 
and military coalition. Fear of external 
danger might suffice if the fear were 

‘lively and the danger acute. Fear of 
aggression, however, is psychologically 
effective in promoting unity among 
prospective victims only when the 
threat is immediate, imminent, and spe- 
cific, rather than distant, remote, and 


general, Such fear, even in attenuated 
form, has often served to keep a bal- 
ance-of-power system in operation, with 
all its concomitant conflicts and confu- 
sions; but it has never to date sufficed 
to maintain intact a permanent coali- 
tion to supersede the balance of power. 
In the next postwar epoch, if any, the 
Communist threat to capitalism and 
democracy and to the integrity of all 
bourgeois states might be effectively 
dramatized as a common menace re- 
quiring solidarity for defense. Such a 
formula, however, might promote a new 
war rather than guarantee the new 
peace. An invasion from another planet 
would be more effective. A new cry of 
“Hannibal ad portas!” in terms of a 
vague and general threat of war and 
aggression is almost certair. to be in- 
effective. In the absence of a concrete 
and terrifying external threat, fear as a 
motive for a permanent ccalition can 
scarcely be expected to be an adequate 
incentive for its perpetuation. 

Love or loyalty will also not suffice, 
since these emotional identifications 
grow up through time and through con- 
stant experience with a successfully 
functioning set of symbols and prac- 
tices. Men and women may be taught 
to give effective allegiance to the insti- 
tutions of peace and order after these 
devices have been established and have 
been in successful operation over a pe- 
riod of years. To expect this in ad- 
vance or concurrently with the first 
steps in the new direction is perhaps to 
expect too much of human faith and 
imagination. 

Hope of gain remains as a possibly 
more potent incentive than fear or af- 
fection. All proposals to link the grand 
alliance of the future with an interna- 
tional bank, a world currency, a uni- 
versal customs union, international cor- 
porations, and so forth, deserve careful 
analysis and consideration. If millions 
of people throughout the area of the 
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grand alliance can be imbued with a 
vivid awareness of a direct and personal 
pecuniary stake in the maintenance of 
agencies of world government, their re- 
sultant public behavior should contrib- 
ute powerfully to the perpetuation and 
perfection of such agencies and to the 
maintenance of an effective monopoly 
of organized violence on the part of the 
member states. Much might be hoped 
for in this direction from an integration 
and enlargement of the activities of the 
League of Nations, the Permanent 
Court of International Justice, the Bank 
for International Settlements, the Inter- 
national Labor Organization, and the 
public international unions. 

‘If the international manipulative and 
regulatory acts usually referred to by 
the phrase “world economic reconstruc- 
tion” should raise in palpable fashion 
the living standards of large masses of 
people and if these acts should be in- 
delibly identified in the experience of 
such people with the “new world order,” 
the prerequisites of permanence for the 
new dispensation might be attainable. 
If the new world confederation or fed- 
eration should come to symbolize world 
prosperity and a new epoch of plenty for 
all, this result would be still closer to 
realization. To discuss the concrete ar- 
rangements by which these identifica- 
tions might be established is beyond the 
scope of the present commentary; but 
the proposition seems valid that there 
can be no permanent alliance of victors 
and no transformation thereof into an 
enduring and effective world govern- 
ment unless the economic self-interest 
of classes and masses alike throughout 
the area of the alliance can be closely 
linked with the enterprise. And if the 
propaganda experts of the new day can 
build up, upon this foundation of ra- 
tional interest, widespread emotional re- 
sponses of allegiance and deference to 
the new order, its survival will perhaps 
be assured. 


NECESSITY FOR PREPONDERANCE 
OF POWER 


In conclusion, be it said that uni- 
versality is unnecessary. The aim at 
the outset cannot be universality of 
membership, but must be the establish- 
ment and preservation of an over- 
whelming preponderance of power. The 
end in view, moreover, will remain 
wholly unattainable unléss the Allies 
win the present war and the United 
States assumes responsibilities commen- 
surate with its power—in the war, in 
the peace after the war, and in the 
maintenance and improvement of the 
new order after the peace. The neces- 
sary preponderance of power is unlikely 
to emerge from any international com- 
bination other than a permanent alli- 
ance of the United States, the British 
Commonwealth of Nations, and the 
French Republic, with the addition of 
such Latin American states and such 
European democracies as may care to 
join. Such a coalition, if stable and 
permanent, could put an end to the 
world balance of power and oblige out- 
side powers to abandon the game of 
power politics. No other coalition pres- 
ently in prospect would seem to offer 
any comparable hope. 

I will close with a quotation from a 
distinguished American statesman (who 
was incidentally a Republican), sug- 
gesting some of the difficulties in the 
way of meeting the problem. John 
Hay, Secretary of State, in a letter 
about China to John W. Foster in June 
of 1900, wrote: 


What can be done in the present dis- 
eased state of the public mind? There is 
such a mad-dog hatred of England among 
newspapers and politicians that anything 
we should do to take care of our imperiled 
interests would be set down to subservience 
to England. Every Senator I see says, 
“For God’s sake don’t let it appear that 
we have any understanding with England.” 
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How can I make bricks without straw? 
That we should be compelled to refuse the 
assistance of the greatest power in the 
world in carrying out our policy because 
all Irishmen are Democrats and some Ger- 
mans are fools is enough to drive a man 


Today, as then, America is unwilling 
to face facts. We will, I trust, do what 
we can. Whether that which we do will 
be too late or be in time, none can say. 
But for the sake of our heritage and 
for the sake of our future, I hope that 


mad. Yet we shall do what we can. it may be in time! 
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France and a Durable Peace 
By PERRE DE LANux 


F WE all emerge from the present 

crisis and establish peace, the ways 

to make it a lasting peace will not be 

so very different whether they are sug- 

gested by English, French, or American 

brains and supported by British, French, 
or American public opinion. 

Of course we have to emerge from 
this war, and I find in this country a 
very healthy realization that it may not 
be so easy as some people would like to 
believe; that the Allied victory may not 
come as we might expect it to come, but 
only after an exceedingly difficult, bit- 
ter, and bloody struggle. I believe that 
it is a healthy sign that Americans 
should frankly face the alternative, the 
possibility that the totalitarians will 
establish their power over the world; 
because if they win this war they will 
control Europe, Asia, Africa, and prob- 
ably South America. 

That does not mean that the totali- 
tarians would control the world forever, 
because in my opinion the forces that 
represent the system that they would 
establish are not lasting forces, nor is 
their system a lasting system. Their 
basis is success, immediate and suffi- 
cient success. I do not believe that 
mankind would forever submit to that 
kind of regime. Our Chinese friends, 
who have more patience, or perhaps en- 
durance, than we have, tell us very often 
that the foreign domination and occu- 
pation of China will not last forever; 
that in two or three hundred years it 
will be thrown out. I believe also that 
a totalitarian victory would not endure 
three hundred years or one hundred 
years or fifty years; but I am very 
much worried about those fifty years, 
just the same. 

If there is, as I hope and believe 
there will be, an Allied victory, the 


82 


problem of a lasting peace for France 
will not be separable from the problem 
of a lasting peace for Europe. There is 
at least one fallacy that we have out- 
grown; we have cured ourselves from 
accepting the idea that a country can 
have peace without sharing it with the 
rest of the world. There is no such 
thing as a French or an English peace 
or a German peace; either we shall have 
peace and enforce peace for the whole 
of Europe—I might as well say for the 
rest of the world—or else there will be 
no peace. 


ENFORCEMENT OF PEACE 


The definition that I once gave at a 
Conference on the Cause and Cure of 
War, I gave as a result of my long ex- 
perience in those matters and I brought 
it down to a very simple proposition. 
The cause of war is that it pays, some- 
times, in the terms of the aggressors; 
and the cure is to see that it does not 
pay. That is all there is to it. We 
have tried to get away from that simple 
proposition. We have laid down the 
right principles and then we have not 
applied them. We have set down the 
rules that gentlemen should observe in 
order to maintain peace among our- 
selves, and the assumption was that 
everybody was going to behave like a 
gentleman. The relatively encouraging 
thing is that out of sixty nations there 
were fifty-seven or fifty-eight that did 
behave like gentlemen. That is en- 
couraging for the future. But it was 
not enough to pray for peace or or- 
ganize for peace; it had to be enforced, 
and peace is worth enforcing. This 
next peace is going to be enforced. 

How, and on what basis? I believe 
that in spite of the noise the guns are 
making at the present time over the 
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North Sea andi‘ over our own lands 
there, it is not too soon to try to define, 
as you are trying to do and as our best 
people are trying to do, what the terms 
should be for a lasting peace. I do not 
believe that America is going to take 
part in this war. I do not believe that 
America is going to take part in the 
peace treaty and in the settlement that 
will immediately follow the fighting. 
But I believe that America will take 
part in the establishment of a lasting 
peace, because otherwise I see little 
chance that it could be really solid and 
lasting. 

I found in the past six months in 
France that not only our writers, our 
political specialists, but the people at 
the front, the men who wrote letters 
from those places where they were 
spending long, tedious, cold winter 
nights, wrote at leisure about the fu- 
ture, defining with more and more pre- 
cision and better than some of the pro- 
fessional specialists could do, what we 
are fighting for. They have all been 
thinking along those lines. That is all 
our people are really and vitally in- 
terested in. 

I will try briefly to put down three or 
four points which are not my own per- 
sonal ideas, but what most of the 
French and British agree should be the 
cornerstones of a lasting peace in Eu- 
rope. 


RESPONSIBILITY OF THE RANK 
AND FOE 


First, there will be a material, physi- 
cal enforcement of peace against those 
who would trouble it; and we are quite 
ready, as much as we have been at other 
times, to apply the rule equally to the 
world and to ourselves, The rule has 
been accepted, not only in treaties and 
diplomatic instruments to which states- 
men affix their signatures, but by the 
masses of the people, by the individual 
men and women of our countries. 


Until now we have flattered the peo- 
ple that of course they wanted peace, 
and our wicked statesmen did not know 
how to manage or organize it; but when 
it came to a test it was the people that 
were guilty of absent-mindedness and 
weakness and that shirked their respon- 
sibilities. If we are living in a democ- 
racy we cannot disregard ovr responsi- 
bilities. A democracy, it seems to me, 
is the regime where people are endowed 
with the maximum amount of rights 
and duties, of responsibility—where 
they are, if possible, the masters of their 
own fate; and that applies not only to 
public affairs inside the country but also 
to international affairs, which are public 
affairs as well. 

Now when the test came we went 
back—and this applies to all of us, to 
America, France, England, and the rest 
of our countries—we went back to the 
old motto which is to be found in the 
very first pages of the Bible. “Am I 
my brother’s keeper?” Some countries 
asked that question. Others pledged to 
be their brother’s keeper, and when the 
time came when their brotaer was in 
trouble they looked the other way. 
Only a year and a half ago, not only 
statesmen but a number of our own 
people in Great Britain and France 
said, “Are we going to fight for Mr. 
Benes?” Well, a year later they had 
to fight for Mr. Beck, and perhaps it 
came so soon, so immediately after the 
abandonment of our principles, that the 
demonstration was at least clear enough. 
The belief of most of our people is that 
Europe cannot have peace except by a 
common effort and common acceptance 
to pay the price for peace, which is not 
such a high price if everybody accepts 
his share. 


EUROPEAN FEDERATION 


We believe, in increasing numbers in 
Europe today, that there must be some 
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degree of federal organization among 
the twenty-five states of Europe, at 
least as regards their economy. Europe 
is, to all practical purposes, an eco- 
nomic unit which has been deprived of 
its normal economic life. We do not 
have to create new needs, new impulses, 
new means of production; they are all 
there. But we have to release the nor- 
mal economic forces that exist in Eu- 
rope. They have been paralyzed and 
impeded by fear (and sometimes very 
justified fear) on the part of nations 
which did not want to let escape the 
means of defending themselves. 

Europe has to be organized as such, 
as Europe, into a large and prosperous 
economic unit, which I think can be 
done. Ten years ago, when Briand and 
Stresemann laid the foundation for a 
United States of Europe, although they 
did not call it that and there was no 
attempt at political federation at that 
time, there was a definite plan for a 
more normal, economic life of the conti- 
nent. Those ideas can be taken up 
again, and I think our people mean to 
do it. Besides, I believe’ this is exactly 
what gives the answer to the main polit- 
ical problem, which is: What is going 
to be done with Germany after this 
war? 

I think the answer there is not a 
French answer, nor is it even a German 
answer. It is a European answer. Ger- 
many is entitled to her place in Europe 
as a country of 70,000,000 inhabitants 
in a continent of 350,000,000 inhabit- 
ants west of Russia—to all her share 
and to nothing but her share. We can- 
not persuade the Germans that they 
should have an allegiance to us if we 
are the victors, but we might leave one 
road and only one road open to the Ger- 
man people, and that would be alle- 
giance to Europe, where Germany would 
De one of the principal elements, but 
after all only a minority like any other 
one of us, with no physical possibility 


to boss the others, and no reason why 
she should be oppressed by the others. 


Tse MISTAKE OF THE VICTORS 


The trouble was that after our last 
victory we left all the avenues or doors 
open, and people might choose the con- 
structive or the destructive road. This 
time we must leave one door open and 
the others must be locked. I believe 
that our greatest mistake, and I might 
say our crime, after the last war was not 
in the drafting of the peace treaty, 
which was no worse and probably in 
many respects was far more construc- 
tive and far more hopeful than many 
peace treaties. There have been few 
peace treaties that did not take away 
from the defeated nation one single 
province that was in a majority occu- 
pied by the people of that nation. 
There were plebiscites everywhere and 
consultations, and not a single fraction 
of Germany was permanently annexed 
by the victors against the will of its 
population. There were other provi- 
sions such as those for the protection of 
minorities and mandates and the peace- 
ful revision of treaties, and I am not 
speaking of the twenty-six articles es- 
tablishing the League of Nations. 

That peace was not an oppressive 
one; but what was terribly wrong, 
where the victors failed in their mis- 
sion, is that after the peace they left 
every one of the twenty-five states of 
Europe to shift for itself. They did not 
supply Europe with a common inspira- 
tion, with a common leadership, with a 
sense of something European to or- , 
ganize around and to live for. Each 
nation was left to defend itself, organ- 
ize itself, shift for itself. It is amazing 
that in the course of those next twenty 
years there was an increase in welfare, 
in the standard of living and prosperity 
in many places in those new countries. 
Look at the growth of Prague and 
Bucharest and Belgrade in the years 
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that followed the last peace. The fron- 
tiers were not so objectionable; in fact 
I think they were excellent. But there 
was no common system, no common 
program, no common platform, no com- 
mon organization offered to those 
twenty-five states of Europe. 


FRANCO-BRITISH LEADERSHIP 


This time there should be a common 
organization, and its backbone will have 
to be supplied by the victors if there is 
to be such an organization. I see that 
the Franco-British tendency for a closer 
alliance is not just a war alliance, as 
was the last one, left aside immediately 
the war was over, but a much more per- 
manent pooling of their resources, of 
their foreign policy, of their economic 
and financial means of action. Collab- 
oration between the labor groups, be- 
tween the various social classes of the 
two countries, gives me the hope that 
the French and British together, that 
is eighty-eight million people in Europe, 
plus the vast forces they can draw from 
their overseas possessions, will supply 
the backbone for the Europe of tomor- 
row. 

Some people may criticize this and 
say it will give England and France an 
undue power of superiority over other 
nations. It all depends on how they 
will use it. I believe we have a perfect 
example of how it can be used when 
we consider how the United States pro- 
vided the backbone for a Pan American 
Union. First, it was used in a way 
which has been described as selfish on 
the part of the biggest nation, to draw 
to itself the benefits of its position as 
the most powerful and the best. Then 
little by little it assumed the attitude of 
the “Good Neighbor” and constructive 
co-operation with the other nations, 
which I think characterizes the present 
policy of the United States in regard to 
the other American republics. 

I do not know whether I am very 


much mistaken, but I can conceive of a 
Franco-British federation as playing in 
Europe the part that the United States 
is playing on the American Continent. 
We believe that many of those plans 
and schemes that have been studied and 
prepared but have not entirely mate- 
rialized in the past twenty years are 
capable of materialization. 


Ir Can Be DONE 


There could be a European police 
force; there could be a pooling of com- 
mercial aviation; a European commit- 
tee could prevent the use of commercial 
aviation for military purposes by the 
various states; there could be a very 
extensive reduction of armaments by 
European states, provided the war ma- 
chines, and more especially the German 
war machine which has three times in 
three-quarters of a century thrown Eu- 
rope back into bloodshed and aggres- 
sion, be done away with. It can be 
done. The greatest danger before us is 
that when we shall be confronted with 
a constructive proposal after this war, 
some people will say that it was tried 
before and it failed. Well, to begin 
with, it would not be a sufficient reason 
that it had been tried before and had 
failed. In many cases the thing to do 
is to try again. But I will challenge this 
idea that all the constructive and intelli- 
gent schemes have been really tried and 
that they did fail. Did we really try 
them? Did we really try, for instance, 
the collective use of economic sanc- 
tions? I do not think so. We made 
rather a mess of it. We have not 
proved that it could not work against 
an aggressor. 

The League of Nations people say, 
“Has it failed or have we failed to make 
use of it?” The League of Nations is 
nothing but an instrument, and to hope 
that it is going to work of itself, like an 
automobile without a driver, is, I think, 
an illusion. Our people and our nations 
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have not given the League the support 
without which it was like an engine 
without fuel, and sometimes we have 
put some very poor drivers at the wheel. 
We believe that those things are worth 
trying again. 

There is the other objection which 
will be made if we want to organize 
Europe on a joint economic basis. We 
cannot do it “because it has never been 
tried before and this is no time for ex- 
periments.” If we do not do half the 
things because they have never been 
tried and the other half because they 
have been tried, there will not be much 
left to do. I believe and I hope that 
our younger people will bring a little 
more of the spirit of intelligent experi- 
ment, and I do not mind saying even 
intelligent selfishness, into those mat- 
ters. 


THe Hoperut PERIOD 


What I propose is not that people 
shall forget their own interests. I be- 
lieve that the Franco-British public 
opinion regarding the conditions of a 
lasting peace could be easily defined by 
looking into the history of the past 
fifteen or twenty years at the moments 
when our people not only seemed to 
know what they wanted but were hope- 
ful about it. 

In 1924, under the same leadership 
of England and France—MacDonald 
and Herriot—the League was used for 
the first time as the main instrument of 
international co-operation, and the re- 
sults were not very long in coming. 
There was the Treaty of Locarno which 
re-established Germany on the basis of 
equality with the other nations, and 
there was the entrance of Germany into 
the League as a permanent member of 
the Council. This was that hopeful pe- 
riod lasting until 1930, of which, I re- 
gret to say, perhaps the American pub- 
lic has not heard enough. I always find 
that the American public knows the 


rather negative and destructive period 
that followed immediately upon the 
conclusion of the Armistice, that is the 
first three or four years, and that Amer- 
ica knows all about European affairs 
since Mr. Hitler came into power, be- 


‘ cause they make fine front-page news 


and people like to hear everything con- 
cerning Hitler and are never tired of 
looking at his picture. But the period 
that lies between, which includes about 
nine or ten years of the most hopeful 
experiments that we have had, is not 
well enough known here. 

I find people saying that Hitler came 
to power because Germany could not 
longer endure the treatment to which 
she was submitted by the victors. That 
would be true if he had risen in 1923. 
I would agree that the way Germany 
was treated until 1923 might have justi- 
fied a man like Hitler. He did not 
come into power at that time, and Ger- 
many did not react the way certain 
other nations would have reacted under 
that treatment. I suppose I could enu- 
merate quite a number of nations that 
would not have stood what the Germans 
stood in the three or four years that fol- 
lowed the Armistice; but there was not 
a revolt at that time. 

Then a very hopeful period began, 
and the best elements in Germany knew 
perfectly well what it was leading to. 
It was leading to restoration of Ger- 
many to her full power in world affairs. 
By 1930 most of the hopes had mate- 
rialized and most of the possibilities had 
become realities. Then the depression 
set in, and because of the terrible suf- 
ferings that Germany had to endure as 
an effect of the economic depression 
which hit her harder than any other 
nation, Hitler had an easy task before 
him and he could succeed as he did. 
His Deputies came into the Reichstag 
in large numbers in September 1930, 
and the Germans came to him not as a 
revolt against external conditions im- 
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posed upon them, but as a result of the 
complete internal disorganization. They 
blamed democracy, they blamed the 
Jews, they blamed everything for the 
state of economic disorganization which 
they had reached by 1932. 


FRANCE, EUROPE, AND THE WORLD 


I want to say just a word more about 
the future of Europe, because I cannot 
separate the future of France from the 
future of Europe. The French, in my 
opinion, have only one ambition, which 
is to be allowed to live according to 
their own values, to continue solving 
their own problems by themselves with- 
out outside interference. They do not 
wish to take or exploit anything that 
belongs to others, and they are not the 
only ones. There are probably fifty- 
five nations out of sixty that feel the 
same way. But they seem to believe, 
or at least that is what I found before 
I left, that the moment we solve the 
problem for Europe there can be a crys- 
tallization all over the world of these 
values. People will not believe in any 
test but the test of success; but if we 
enforce peace successfully without un- 
necessary oppression or suffering, but 
simply by closing the avenues leading 
to violence, I believe there is every 
chance that the world will compara- 
tively quickly agree to co-operate with 
such a Europe. 

That is where I shall rejoin my friend 
Clarence Streit in his idea of a federal 
union of democracies. Yet I do not 
believe that his idea of federal union is 
going to be realized before other forms 
of co-operation, because I believe that 
nations are only ready to maintain one 
another’s independence against aggres- 
sion within a given geographical area, 
even though the nations in that area are 
not all democracies. I believe, for in- 
stance, that the United States would 
certainly interfere and fight if a foreign 
nation tried to get hold of Nicaragua, 


which is a very imperfect democracy, 
whereas she did not show any willing- 
ness to give actual help in the case of 
Finland, which was a very authentic 
democracy. As for France, we thought 
for awhile that Czechoslovakia was too 
far away, but England and France 
would fight for Belgium even if she 
were not a democracy. 

When and if we establish the peace 
of Europe on a concrete and realistic 
basis, the co-operation between the 
thinking of the democratic peoples all 
over the world will come into its own 
and the basis will be laid for a world 
organization, not only for the preven- 
tion of war but for the economy of this 
world. There are nations where civic 
thinking is not entirely evolved yet, 
where people do not take a responsi- 
bility in international affairs but do in 
internal public affairs. They will have 
to learn, and it will take time; but we 
have no right to despise our neighbors 
just because we happen to be sixty or a 
hundred years ahead of them in those 
matters, when we are some fifteen hun- 
dred years behind the Greeks and the 
Romans. 


GERMAN ADAPTABILITY 


Perhaps I should say one more word 
to explain why I appear sə optimistic 
as to the possibility that Germany will 
accept the rules of the game, the setup 
that we shall propose for Europe. In 
my belief, the German people have un- 
limited powers of adaptation. The rea- 
son for this lies in a fact which I be- 
lieve to be true but which Mr. Hitler 
would not accept as a truth, and that 
is that the German people are a mix- 
ture of all European races and there- 
fore they contain all the resources, all 
the possibilities, all the virtues, and all 
the faults of all the different European 
races. They are the result of a mixture 
of Mediterranean, Slavic, Latin, West- 
ern, and Eastern peoples—even Nordic 
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—and that is why they can be at times 
the most brutal or the most peaceful, 
the most highly civilized or the most 
objectionable companions in European 
society. That is why they can use and 
accept leaders that are among the great- 
est that the world has known, and that 
is why they can follow anybody, even 
the worst that they could choose. But 
it is not a choice; it is the result of cir- 
cumstance and success. They can adapt 
themselves to a peaceful Europe as well 
as they can adapt themselves to force 
and conquest, plunder and oppression. 

Well, as I said before, we can pro- 
pose to Germany an allegiance to Eu- 
rope, and there is a chance that she 
will accept it. That is what we regard 
as our best chance for a lasting peace. 
What that Europe will be like, how we 
shall manage it, is for the future to 
answer. At present we are not in a 
position to go into details about this 
organization. I think very little orig- 
inality will be needed, but just a certain 
faithfulness to principles that we have 
all laid down long ago, not only in the 
Covenant of the League but all through 
the history of modern times, with a 
little more continuity and I should say 
allegience to ourselves than we have 
shown in the recent past. 


Tae FRENCH POSITION 
This is what I expect, what I hope 


for, but I regret once more that this is 
not a certainty. There is the alterna- 
tive possibility that we, the French, are 
going to be in the future not an ele- 
ment in the leadership of Europe but 
perhaps an element among the rebels 
who will refuse to accept the kind of 
world and the kind of rule that our 
enemies are preparing for us and for 
the rest of the world. 

There is one thing that I refuse to 
consider as possible, that what they are 
preparing to impose upon us shall be 
accepted by us. That I cannot con- 
ceive. The things we are fighting for, 
you know as well as we do. What we 
are fighting against is precisely that 
suppression of the individual. You 
know the French hold very strongly to 
the preservation of the individual. It 
may be a cause of their own inefficiency 
sometimes, but it is also what is to 
them most important in life, that the 
individual should remain, whether in re- 
gard to his spiritual right or his right 
to choose his occupation or his ways of 
life. Our enemies represent the sup- 
pression of the individual, and that is 
the kind of thing that we cannot accept. 
We may be forced to yield for a time 
if we are defeated, but to be reconciled 
to such a world and to such a rule is to 
us inconceivable, and therefore were we 
victorious now, we believe that much 
waste would be saved to the world. 
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Foundations of a Durable Peace 


By Lureri VILLARI 


F WE wish to secure a durable peace 
in Europe, the first essential is that 
every people should be able to live. 
This may seem a truism, but unless we 
establish conditions enabling each peo- 
ple to secure the means for reasonable 
livelihood, we shall never secure a last- 
iag peace. 

What are these conditions? They 
are both political and economic, and the 
two aspects of the question are closely 
connected. However prosperous eco- 
nomic conditions may be, if the politi- 
cal situation of a people is unsatisfac- 
tory, that people will not remain quiet. 

“On the other hand, however contented 
people may be politically, if their eco- 
nomic situation is disastrous they will 
strive to alter it by force if they cannot 
secure improvement by peaceful means. 
So the question is bound to assume po- 
litical as well as economic aspects; but 
the two aspects can be examined sepa- 
rately. 


A Porticy or NONINTERFERENCE 

Let us begin with the political aspect. 
In the first place, it is absolutely neces- 
sary that no country should interfere in 
the domestic affairs of other countries. 
Each people must be free to choose the 
political system which it deems best 
suited to its own tradition, conditions, 
and mentality. I do not refer only to 
direct interference by one government 
in the internal policies of another, such 
as would occur if one country were to 
try to dictate what form of constitution 
another should adopt, or if it were to 
vefuse to negotiate with a people of 
whose constitutional theories or meth- 
ods it disapproved. I wish also to in- 
sist that press campaigns against a 
country on account of its internal poli- 
cies should not be countenanced. 
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It may be objected that where a free 
press exists it is not possible to prevent 
such outbursts of public feeling. But 
in the first place, in no country is the 
press completely free. Government 
control is not the only form of restric- 
tion; the press is often controlled by 
financial, industrial, racial. religious, 
and political groups. The necessity to 
abstain from encouraging such press 
campaigns applies not to governments 
alone, but to all organizations and 
groups which directly or indirectly exer- 
cise influence over public opinion, be- 
cause they too can help to make or mar 
a durable peace. In the second place, 
all governments can ard do exercise 
some form of authority over the press 
and the radio, at least of a negative 
character, and they can and should ab- 
stain from giving encouregement to 
campaigns of the kind alluded to. 

In addition to these press and radio 
campaigns of a general nature, there are 
those of a commercial character, such 
as trade boycotts. If there is a feeling 
of bitterness in one country against an- 
other on account of some international 
dispute, it is of course difficult to pre- 
vent a trade boycott against it; but one 
should bear in mind that such action 
may easily lead to war. That is what 
makes a policy of sancticns, as provided 
for in Article 16 of the Lezgue of Na- 
tions Covenant, so dangerous, because 
it cannot be effective unless it is ac- 
companied by force, and it will thus 
become tantamount to and degenerate 
into real war. 

Private citizens cannot be forced to 
buy the goods of a courtry which they 
dislike, any more than an individual 
can be forced to sell to customers whose 
faces he dislikes. But it is always pos- 
sible to prevent the organization and 
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development of such campaigns, even in 
countries where the press is supposed to 
be free, or at least free of government 
control. In the same way, propaganda 
against visiting a particular country be- 
cause its national policies ‘are disap- 
proved is to be condemned, unless a 
state of war exists or seems to be immi- 
nent, or unless the methods of govern- 
ment of the country in question consti- 
tute a danger to the security of the life 
and property of foreign travelers. 

Here again, if such action is com- 
mitted by private individuals, it cannot 
be altogether prevented by the govern- 
ment; but an organized campaign in 
this sense can and should be prevented. 
And unless there is such an organized 
campaign, the action of individuals will 
not have much effect. 

All these are negative recommenda- 
tions. 


TOLERATION OF DIFFERENCES 


On the positive side, an essential ele- 
ment for a durable peace is an attempt 
to study the conditions and institutions 
of foreign countries in a friendly spirit. 
It is inevitable that the conditions and 
institutions of each country should dif- 
fer from those of others. Indeed, it is 
fortunate that they do; uniformity is 
by no means desirable. But instead of 
regarding these differences from our 
own standard or prejudices as evidences 
of the shortcomings of the benighted 
foreigner, we should try to understand 
why they are different and what results 
those differences have produced. If a 
country adopts institutions of a new 
type—new to us at least—there must 
be some reason for it, and if we are in- 
terested in the subject we should try 
to find out what that reason is. We 
must not act on Dr. Johnson’s principle 
that “when I say religion I mean Chris- 
tianity; when I say Christianity I mean 
Protestantism; when I say Protestant- 
ism I mean the Church of England.” 


Too many people are inspired by a sim- 
ilar spirit in political matters, and re- 
fuse to believe that any good can come 
out of a country which does not con- 
form to certain standards, principles, or 
theories. If it refuses to act according 
to those fixed standards it is, according 
to them, sinning against the Holy 
Ghost. 

Moreover, it often happens that in- 
stitutions having the same outward 
appearance, in practice work out very 
differently. Thus many Latin Ameri- 
can states have constitutions outwardly 
modeled on that of the United States, 
whereas in practice they operate in an 
entirely different manner, because the 
people of those countries, their eco- 
nomic conditions, and their historical 
traditions, are essentially different from 
those of the United States. In the 
same way, whereas many features of 
the German Nazi system are outwardly 
similar to those of Fascist Italy, they 
work out very differently and lead to 
very different results, because the two 
peoples differ profoundly from each 
other. It should be the business of the 
student of political affairs and of the 
journalist to find out what those dif- 
ferences are, and why one people adopts 
one set of institutions while another 
prefers another set, and why apparently 
similar institutions work out differently 
in different countries, and not merely 
condemn all those who behave differ- 
ently from themselves. 

Although none of the belligerents in 
the present struggle have definitely laid 
down their war aims, it has frequently 
been stated on the British side that 
there can be no dealings with the pres- 
ent German Government. I do not 
wish to defend or condemn that Govern- 
ment or its action in connection with 
this war. But the statement in ques- 
tion is perilously like that which was 
made during the World War, that there 
would be no dealings with the Kaiser 
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or indeed with the Hohenzollerns—that 
the Kaiser must be tried and, of course, 
te hanged. The Kaiser was not tried 
cr hanged, but he did go, and the 
Hohenzollerns went too. What was the 
result? Hitler and Nazism. It remains 
to be seen whether, if the choice were 
laid before them today, the British and 
the French would prefer a William IT 
or an Adolf Hitler. 

In any case, it is, as I said before, 
most dangerous for one nation to say 
that it will not negotiate with a particu- 
lar government of another nation. If 
it does assert this refusal, it merely 
strengthens the prestige of the govern- 
ment objected to with its own people, 
including even those who are not its 
ardent supporters, by conferring on it a 
definitely national character. 


SEMTRELIGIOUS MOVEMENTS 


Unless we get these ideas firmly fixed 
in our minds and act upon them, we 
cannot hope for a durable peace. There 
are, of course, cases in which political 
institutions and principles assume a 
semireligious aspect, and where their 
adherents in one country feel it to be 
a moral duty to propagate them in 
other lands, possibly because they fear 
that if they do not convert their neigh- 
bors, their own institutions and creeds 
cannot survive. This was the case with 
the religious wars in the past. 

Until a few years ago, another factor 
which led to a great deal of interna- 
tional bitterness was the different ways 
in which the League of Nations was re- 
garded in different countries. In Great 
Britain and to some extent in the 
United States, a large section of public 
opinion, including many individuals 
and groups who had lost faith in ortho- 
dox religions, saw in the League of 
Nations a semidivine institution, to 
doubt the sanctity of which was to label 
oneself a wicked cynic or a person of 
shocking morals. On the continent of 


Europe, on the other hand, the League 
was seen merely as an ins:rument of 
diplomatic procedure, whick might be 
useful, if properly exploited, for facili- 
tating international intercourse. This 
difference of view proved very danger- 
ous. 

Today the question is ir abeyance, 
as the League of Naticns has almost 
wholly lost its prestige; but it is not 
certain that it may not be revived in 
a somewhat different form. The Fed- 
erationist movement, with which I shall 
deal later, is a case in point. Today the 
only movement of a semireligious char- 
acter such as I have alluded to is Com- 
munism, and the attempt frequently 
made by the Russian Soviet Govern- 
ment to force it on other countries has 
undoubtedly been for many years one 
of the causes of world unrest and should 
be resisted at all costs. 


RACIAL MINORITIES 


The presence of racial minorities of- 
ten leads to serious international con- 
flicts, but there are ways of overcom- 
ing these difficulties wizhout territorial 
changes or war. It is not sufficient to 
rule the minorities generously. Their 
economic conditions must be dealt with 
generously too, and the members of 
the minorities must be made to feel 
that they are not being Giscriminated 
against in the economic field merely be- 
cause they are minorities. Even that 
may not be enough, and if not, the only 
solution is an exchange of populations. 
A very successful instance of this kind 
was the exchange effected between the 
Greeks of Asia Minor and the Moslems 
of Greek Macedonia, and that between 
the Greeks of Bulgaria and the Bul- 
garians of Greece. A similar process is 
being carried out in the Alto Adige, al- 
though there it is noz a case of ex- 
change of population, but the migration 
of most of the German-speaking inhab- 
itants from Italian territory. Those 
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who ‘depart receive compensation for 
the property they have to leave behind, 
while those who remain are presumably 
satisfied with being Italian citizens and 
prepared to fulfill their duties as such. 

A somewhat different case was that 
of the Saar. There the population was 
enabled to choose with the utmost free- 
dom whether it wished to return to Ger- 
many, to be annexed to France, or to 
remain under the League of Nations. 
The immense majority voted for re- 
union with Germany. 


LIMITATION OF CONFLICTS 


One fundamental principle for the 
partial maintenance of peace is the lim- 
itation, wherever possible, of conflicts 
when once they have broken out. In 
this connection we have a lesson to 
learn from the policy of prewar Europe, 
or rather, I should say, of the prewar 
world. Before the Great War there 
were frequent international conflicts, 
many of which led to wars, and al- 
though some of them did in the end 
involve more nations than the original 
belligerents, as soon as they broke out 
every attempt was made to limit them, 
to prevent still other nations from join- 
ing them, and to bring them to an end 
as soon as possible. A few instances 
may be quoted. 

When the war between Turkey and 
the Slav states of Serbia and Monte- 
negro broke out in 1876, Russia too was 
soon involved in it, owing to the power- 
ful sentiment of Slavic and Orthodox 
solidarity with the Christians in the Ot- 
toman Empire inspiring the Russian 
Government and people. There was 
also a grave risk of the intervention 
of Austria, Great Britain, and other 
countries in the conflict. But all the 
nonbelligerent powers set themselves to 
the task of averting this danger, and 
they succeeded. Instead of a general 
European conflagration, the Berlin Con- 
gress was held, and if its decisions did 


not settle the Eastern question in a 
wholly satisfactory or final manner, it 
did at least prevent a world catastrophe. 

In the . Russo-Japanese War of 
1904-5, feeling in Great Britain was 
strongly in favor of Japan, whereas 
France and to some extent Germany 
sympathized with Russia. Yet that 
war remained limited to the two orig- 
inal belligerents, while international di- 
plomacy, in which the United States 
played a leading part, brought it to an 
end. 

During the World War the two 
groups of belligerents made desperate 
efforts to draw in all the neutrals, and 
to a very large extent they succeeded, 
so that at the end there was no first- 
class power and only two or three sec- 
ond-class powers that were not involved. 


COLLECTIVE SECURITY A DANGEROUS 
THEORY 


After the war the very dangerous 
theory of collective security end of in- 
divisible peace found wide support; 
what it really amounted to was col- 
lective insecurity and indivisible war, 
for it made of every conflict, however 
limited it might be at first, a potential 
cause for a new world war. We have 
had instances of this tendency in the 
Italo-Ethiopian War and in the Spanish 
Civil War. 

Italy’s conflict with Ethiopia was a 
colonial enterprise, very similar to 
scores of others undertaken >y Great ` 
Britain, France, Spain, the Netherlands, 
Portugal, and even the United States 
(in 1846-48 against Mexico). Had it 
not been for the intervention of the 
League of Nations, it would have had 
no international reactions in Europe; 
and although it did not actually spread 
to countries other than the original bel- 
ligerents or degenerate into a world war, 
it very nearly did do so, and i: left be- 
hind a trail of bitterness and ill feeling 
not yet wholly eliminated, 
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is worth. I understand that the eyes 
of even Radicals, Socialists, and Com- 
munists outside Russia on both sides of 
the Atlantic are being opened; but the 
governments of the three belligerents do 
not seem to have been made wise even 
now. 


POLITICAL AGREEMENT NECESSARY 


Nevertheless, the idea of the Four- 
Power Pact survives, and something of 
the kind is indispensable if a real peace 
is to be achieved. Such an agreement 
is far more necessary than the settle- 
ment of this or that particular terri- 
torial dispute. To solve, let us say, 
the question of Danzig and the Corri- 
dor without a more general agreement 
would have meant leaving other ques- 
tions unsettled and dangerous, and even 
the problems which appeared to have 
been settled would have given rise to 
further disputes over the interpretation 
of the settlement. But the conclusion 
and application of a Four-Power Pact 
would open the way to the settlement 
of all disputes between other powers 
and prevent them from becoming dan- 
gerous. 

Today this proposal may appear uto- 
pian; but unless something of the kind 
is effected after the War is over, how- 
ever it may end, no peace will be 
durable. 

We have heard a good deal of the 
Federal Union idea, which has been 
stressed in a widely advertised book. 
On the face of it, it seems to be a mere 
rehash of the League of Nations scheme, 
retaining some of the worst features of 
that institution and eliminating its good 
points. It would perpetuate the divi- 
sion of the world into the sheep and the 
goats, into the good and virtuous demo- 
cratic powers and the wicked totalita- 
rians outside the pale. Incidentally, it 
would place all real power in the hands 
of the great plutocracies and enable 
them to exploit and squeeze the poorer 


nations, who could become faillables et 
corvéables. Were such a proposal made 
to settle the domestic economy of any 
single nation, it would be regarded with 
horror by all the Leftists of the world, 
and indeed by most right-thinking peo- 
ple. But when applied to international 
relations, it is treated in many quarters 
as a brilliant new idea, offering the solu- 
tion of all the ills that international 
flesh is heir to. 

The only possible union now is an 
understanding between the great civ- 
ilized powers which can make and carry 
out decisions for maintaining peace. 
Paraguay and Afghanistan, even if they 
had paper constitutions as periect as 
man can devise, could not contribute 
materially to the maintenance of peace 
and order in this imperfect world. 

But here we have a political settle- 
ment, and that in itself is not enough. 
The economic problem is closeiy inter- 
woven with the political one, ard unless 
a more satisfactory economic situation 
can be brought about, a mere political 
agreement will not bear fruit. 


Economic SELF-SUFFICIENCY 


The Anglo-Saxon economic experts 
claim that the autarchic policy adopted 
by many Continental countries—par- 
ticularly Germany and Italy—is preju- 
dicial not only to the world at large, 
but even to the very countries which 
have adopted it. Those responsible for 
the agenda of the World Economic Con- 
ference of 1933 condemned the idea of 
economic self-sufficiency, and the Van 
Zeeland report stated that the system 
of international trade was preferable to 
any form of autarchy, taking for 
granted the existence of a fundamental 
principle of economic policy equally 
beneficial to all and dezrimental to 
none. But a system such as that sug- 
gested in the report would in reality 
prove beneficial only to the powers eco- 
nomically strongest, and detrimental 
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to those that are weakest. To force all 
countries to adopt, say, the agricultural 
policy of the United States, Canada, or 
the Argentine, similar geographical and 
physical conditions would have to be 
created in Europe, and that is clearly 
impossible. Similarly, the most-fa- 
vored-naticn clause is more favorable 
to the wealthy than to the less pros- 
perous. 

If the wealthier nations really wish 
to bring about an economic situation 
beneficial to all, they must begin by 
setting the example themselves. I do 
not say that they must reduce their 
tariffs unilaterally, but they must be 
willing to take the goods which the 
poorer countries are able to produce in 
exchange for the raw materials which 
they themselves wish to export. Other- 
wise, every country will tend to become 
more and more autarchic, the world will 
be divided into innumerable watertight 
compartments, and international trade 
will be almost completely paralyzed. 

We must remember that the example 
of economic self-sufficiency and of ex- 
cessively high tariffs, was first set by 
the richest economic unit in the world, 
the United States. Great Britain ad- 
hered to free trade longer than any other 
country, and professed to regard high 
tariffs not only as prejudicial to trade 
in general, but as immoral—until in 
1932 she too decided to adopt them by 
the Ottawa Agreements. Is it to be 
wondered at if the weaker economic 
units, out of sheer self-defense, have 
been forced to do the same thing? 

It is well to bear in mind that in 
domestic policy there has for many 
decades been a conflict between the 
capital-owning classes and the proleta- 
rian classes. If domestic peace is to 
be secured, it can be achieved only by 
means of concessions and sacrifices 
made by the capitalist classes. Simi- 
larly in international conflicts, a peace- 
ful settlement can only be arrived at 


through sacrifices by the privileged, i.e., 
the wealthier capitalist nations, in fa- 
vor of the less wealthy. Social ends, 
social security, cannot be limited by 
national political frontiers. Every fa- 
cility must be given for trade in raw 
materials, and in the long run it will 
pay the countries producing raw mate- 
rials to allow those lacking them to 
secure them on easy terms. Otherwise, 
if the raw-material-owning countries 
take advantage of their privileged posi- 
tion in order to create monopolies, the 
other countries will make every sacrifice 
to do without such commodities and to 
substitute others in their place; and this 
system, if not wholly satisfactory, is 
better than submitting to strangulation. 


DANGERS OF TRADE RESTRICTIONS 


Immediately after the World War, 
when every country should have been 
able to set itself to the task of rebuild- 
ing in order to make good the awful 
destruction wrought by the great strug- 
gle, when the poorer countries were in 
desperate need of raw materials, espe- 
cially of coal, the British Government 
imposed an export duty on that com- 
modity which made its price prohibi- 
tive. The question was raised at the 
League of Nations Assembly in De- 
cember 1920 by the Italian delegation, 
which asked that measures be taken to 
facilitate trade in all raw materials. 
No proposal could have been more 
thoroughly in keeping with the spirit 
of the League. Yet it was contemptu- 
ously rejected by the delegates of those 
very countries which controlled the sup- 
plies of raw materials. 

It is this attitude which must be 
overcome if we are to have a durable 
peace, and, indeed, some people in 
many countries are beginning to learn 
the lesson. The British coal embargo 
proved ruinous to the British coal in- 
dustry, inasmuch as it promoted the ex- 
ploitation of poorer qualities of coal by 
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every country, the search, often suc- 
cessful, for substitutes, the increased 
use of hydroelectric power, and so forth. 
The consequence has been the closing 
down of many British coal mines and a 
great increase in the number of un- 
employed British miners. 

Similarly, other countries possessing 
vast stores of raw materials which they 
refuse to sell except on the most onerous 
terms, and which will not take manu- 
factured articles in exchange, risk los- 
ing a large part of their export trade. 
Far worse in its effects is the ill feeling 
and bitterness engendered by such a 
policy—iil feeling and bitterness which 
will frustrate all attempts at purely 
political solutions of international prob- 


lems, and must eventually lead to war. 
The present conflict is to a very great 
extent the effect of the adoption of such 
policies. 

It comes to this, that in order to se- 
cure a durable peace we must: (1) pro- 
mote a general understanding among 
the great civilized powers of Europe; 
(2) realize that large power-units are 
necessary in the international and eco- 
nomic fields, even though domestic au- 
tonomy should be respected in all units, 
great or small; and (3) devote every 
effort to the improvement of the eco- 
nomic situation by facilitating the trade 
in raw materials and permitting ex- 
changes between them and manufac- 
tured goods. 
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The Policy of the United States in the Far East 


By ELIZABETH Boopy SCHUMPETER 


NE of the most tragic things about 

war is that the armies on both 
sides believe they are fighting for a 
righteous cause. Countries go to war 
for various reasons, but they always be- 
lieve that their national interest or their 
national prestige is threatened. They 
may wish to obtain markets or territory 
or raw materials; they may wish to re- 
establish old frontiers or obtain an out- 
let to the sea or a more strategic fron- 
tier; they may wish to establish order 
in neighboring countries or to keep a 
neighboring country from growing too 
powerful; a government or a group may 
wish to make the people forget internal 
troubles and difficulties. Almost every 
war is looked upon as a war of self- 
defense by the peoples who are fighting 
it. Countries sign antiwar pacts but re- 
serve the right to go to war in the 
national defense. No country is ever 
an aggressor in the eyes of its own 
people. 

In the past, the United States has 
extended its frontiers and attempted to 
maintain order in neighboring countries 
by the use of force. At present it is 
extremely fortunate in that it has none 
of the problems which usually involve 
countries in war. The United States 
has ample territory and resources; it 
has no threatening neighbors; and no 
one is challenging its supremacy in the 
Western Hemisphere. Yet this is not 
sufficient, because it is important to the 
United States that there be peace and 
prosperity in other parts of the world. 
Otherwise our trade and industry are 
disturbed, our economy is dislocated, 
we feel that we must spend on our army 
and navy sums which might well be 
spent on social services, and there is 
always the possibility that in defending 
our citizens or their property in bellig- 
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erent areas we ourselves may become 
involved in war. Now there is also 
the possibility that in attempting to 
influence international developments by 
methods “short of war” we may find 
ourselves involved to an extent we had 
not anticipated. 


AN INCONSISTENT POSITION 


It is obvious that it is to the interest 
of the United States not merely to keep 
out of war but to help to remove the 
causes of war in the rest of the world 
if this is possible. Can the United 
States make any contribution to a 
durable ‘peace, and is it prepared to do 
so? Our present position is curiously 
inconsistent. We are determined to 
keep out of war, but we wish to aid 
certain nations now at war by every 
means short of military participation. 
We wish to keep out of war ourselves, 
but we feel violently that other nations 
should go to war, or, once at war, 
should go on fighting to the bitter end. 
This is an undignified and even a dan- 
gerous position. I do not like to think 
of Americans abusing the English and 
the French for not going to war sooner 
and for not waging a more active war 
at present.1 We are anxious that the 
last Englishman or Frenchman shall lay 
down his life for democracy, or that the 
poor Chinese peasants shall continue to 
resist and die as long as there is a Jap- 
anese soldier on Chinese soil. 

We adapt our so-called neutrality 
legislation to a particular situation and 
refuse either to invoke it or to change 
it to suit a new situation. We condemn 
certain nations for violations of inter- 
national obligations or of international 


1 This was written early in April 1940, be- 
fore the German invasion of Norway and all] 
that followed. 
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law, and we overlook or excuse similar 
violations on the part of our friends. 
We attempt to abolish war by signing 
pacts which have no significance as soon 
as any strong nation wishes to disregard 
them because we have not made it ad- 
vantageous for nations to adhere to 
them and we have provided no real 
method of enforcement. We say a 
great deal about the absence of civil 
and religious liberty in the totalitarian 
states, but we say very little about the 
absence of social and economic security 
which made nations turn to such lead- 
ers as Mussolini and Hitler. We have 
not in the past wished to assume the 
responsibilities and make the sacrifices 
implicit in real international co-opera- 
tion, but we wish to be in a position to 
influence conditions in Europe and the 
Far East, to take sides, to brand certain 
nations as aggressors and to quarantine 
them. 


Witt WE CO-OPERATE? 


Our present position is not a tenable 
one. Either we should revert to our 
traditional isolationism or we should be 
prepared to help to form and participate 
in some international organization when 
this becomes possible. If we do partici- 
pate in some scheme of international 
co-operation, it must be something more 
than an organization to maintain the 
status quo by using force against force. 
An exclusive society of “democracies” 
or great powers is not likely to achieve 
peace and collective security. The 
problem is one of building up a system 
to which all nations will wish to adhere 
because it promises them not only peace 
and protection from external aggression 
but also social and economic security, 
access to raw materials and markets, 
and opportunities for industrial and 
commercial expansion. Such opportu- 
nities are the only possible alternative 
to territorial expansion for growing na- 


tions which lack natura] resources and 
colonial empires. 

It may be a long time before such a 
system can be realized. It may be that 
the victors in the present war will im- 
pose an impossible peace and wish to 
maintain a position of power and privi- 
lege. Even if other nations are willing 
to co-operate, the United States may be 
unwilling to commit itself to collective 
action or to make concessions in the 
economic sphere. Are we prepared to 
open our markets and share our raw 
material resources in the interests of 
world peace—and incidentally of our 
own prosperity? If not, we should 
probably confine our activities to the 
Western Hemisphere. 

There may be doubts on the part of 
many Americans as to the desirability 
of international co-operation, but there 
can be no doubt as to the desirability 
of peace. It seems unlikely that we can 
do much in Europe at this time to bring 


- about peace, but there is a distinct pos- 


sibility that we might be able to do 
something in the Far East if we could 
make up our minds to be at the same 
time firm, generous, and realistic. If, 
on the other hand, we insist cn attempt- 
ing to maintain indefinitely a policy 
which was applicable forty years ago 
without being willing to assume any real 
responsibility for its enforcement, there 
will probably be war and chaos and 
revolution in the Far East for many 
years to come. 


THE SINO-JAPANESE STALEMATE 


The Sino-Japanese war has resulted 
in a stalemate. The Japanese control 
the ports and the principal railway 
centers and are not likely to be driven 
out of these strategic spots by Chinese 
troops in the near future. The Chinese 
Government has retired to the interior 
and is there attempting to reconstruct 
some kind of economy on the basis of 
small co-operative enterprises. Contact 
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with the outside world is so limited that 
there is a great shortage of medical sup- 
plies and even of gasoline to be used in 
transporting such supplies as exist. 
There is quarreling between the Chinese 
Nationalists and the Chinese Commu- 
nists, with the Communists very nat- 
urally taking advantage of the situation 
to strengthen their position. Russia, 
having acquired Outer Mongolia as 
something mofe than a sphere of in- 
terest, is now entrenching herself in 
Sinkiang. Stalin is giving China a lim- 
ited amount of assistgnce—presumably 
at a price. The Japanese have estab- 
lished a rival Chinese government at 
Nanking. Although Wang Ching-wei 
is much reviled in Nationalist China, it 
is possible that he may gather strength 
and maintain a government in North 
and Central China simply because the 
people are tired of war and anxious to 
resume their usual occupations. Much 
depends on the behavior of the Jap- 
anese army at this time and on whether 
Japan attempts to dominate the eco- 
nomic development of North China or 
is willing to accept economic co-opera- 
tion on equal terms. If Wang estab- 
lishes himself in occupied China, the 
country will again be divided between 
warring factions as it has been so often 
in the past. No one knows how long 
such a condition would last; it might 
easily be for ten or twenty years. 
There are persistent rumors and re- 
ports that Chiang Kai-shek is capitu- 
lating more and more to the Chinese 
Communists to obtain the assistance 
from Soviet Russia which he must have 
from some outside source if he is to con- 
tinue the struggle. It is not likely that 
this assistance is being given for purely 
idealistic reasons. If, to avoid this 
growing influence of Stalin in China, 
the United States should extend active 
assistance to China on a large scale, 
there is the same reason for a Russian- 
Japanese pact as there was for the 
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Russian-German pact. In the long run 
the interests of Japan and Russia are 
conflicting, but in the immediate future 
they are both interested in weakening 
the position of the “democracies” or of 
“capitalistic imperialism.” This possi- 
bility cannot be ignored at a time when 
France and England are engaged in a 
life-and-death struggle in Europe and 
when India is so discontented that she 
offers fruitful soil for Communist propa- 
ganda. The menace of a great Com- 
munist belt from the Baltic and the 
Black Sea to the Pacific Ocean may be 
a matter of much more concern than 
the aspirations of the Japanese military. 
Russia may be the real winner of the 
present war, not only in Europe but also 
in the Far East, with her strength left 
unimpaired because other nations have 
fought her battles. Peace, stable gov- 
ernment, and economic rehabilitation 
are urgently needed to strengthen the 
forces of democracy in both China and 
Japan and to leave the United States 
free to cope with internal problems and 
to defend the Western Hemisphere 
should this become necessary. 


PosstsreE POLICIES OF THE 
UNITED STATES 


There are at least four possible poli- 
cies which the United States might pur- 
sue at this time with reference to the 
war in the Far East: 

1. We can continue our present pol- 
icy of supporting the open door and the 
territorial integrity of China by means 
of the nonrecognition doctrine and by 
methods short of war, such as loans to 
China, the “moral embargo,” and the 
refusal to conclude a new trade treaty 
with Japan. This might be extended to 
include an embargo on exports of war 
materials to Japan. 

2. We can decide to give active mili- 
tary and naval assistance to China, 
which would mean war with Japan. 

3. We can abandon China, recognize 
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the Wang Ching-wei government, and 
conclude a new trade treaty with Japan. 

4. We can attempt to bring about a 
compromise peace between Japan and 
the Chiang Kai-shek government which 
would provide for the territorial and 
administrative integrity of China but 
would abandon the principle of the 
open door and special Western privilege 
in the Far East. 

The second and third possibilities do 
not merit any serious consideration. 
We are not prepared either to fight for 
China or to abandon her. 

Our present policy is an unsatisfac- 
tory one in that it settles nothing and 
may drag on incefinitely. For a long 
time China and the Western powers 
hoped that Japan would collapse finan- 
cially and be unable to continue the 
war, but that was obviously wishful 
thinking. Similarly, a large part of the 
public now believes that an embargo on 
petroleum, scrap iron, and other metals 
would “stop” Japan; but these people 
have been misinformed as to the extent 
of Japanese dependence on American 
imports. They do not realize that do- 
mestic resources, storage, and alterna- 
tive sources of imports would make it 
possible for Japan to go on with the 
war, 


JAPAN’S GROWING RESOURCES 


The principal exports from the 
United States to Japan in 1939 were 
raw cotton, scrap iron, machinery, pe- 
troleum products, and copper. It is 
obvious that Japan can obtain cotton 
from India, Brazil, China, and other 
countries, and that rayon and staple 
fiber may be used as wartime substi- 
tutes in domestic consumption. Con- 
siderable copper is produced in Japan, 
but not enough to meet the combined 
demands of the munitions industry and 
the electric power industry which is ex- 
panding rapidly in the Japanese Empire 
and Manchukuo; but domestic con- 
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sumption can be further reduced, and 
copper can be obtained from Chile, 
Mexico, and other countries. The ma- 
chinery industry has grown enormously 
during the present decade, so taat the 
value of exports of machinery from Ja- 
pan exceeded the value of imports in 
1936 and again in 1939, There would 
be little difficulty about equipment to 
manufacture arms, ammunition, air- 
planes, warships, and merchant vessels. 
It is only for certain specialized prod- 
ucts such as complicated metalworking 
and woodworking machinery, automo- 
bile parts, modern steel plants, and coal 
liquefaction plants that Japan is still 
dependent on the United States, Eng- 
land, and Germany. Even in these 
cases, the dependence has grown less; 
the rapid drop in exports of steel mate- 
rials and automobiles and parts from 
the United States to Japan since 1937 
is an indication of the development of 
industrial capacity in Japan to meet 
these needs. 

The United States exported to Japan 
in 1937, not only scrap iron and steel 
but also considerable amounts of pig 
iron, steel ingots, and such semifinished 
steel materials as rods, sheets, and 
plates. The export of these articles 
dropped from more than 8C0,000 tons 
in 1937 to just over 100,000 tons in 
1939. Japan and Manchukuo are now 
taking care of most of their own require- 
ments of pig iron, steel ingots, and steel 
materials for both war purposes and in- 
dustrial expansion. Rich deposits of 
iron ore have been discovered in Man- 
chukuo, and satisfactory methods have 
been perfected for exploiting the low- 
grade ores of Korea and Manchukuo; 
iron ore and manganese are imported 
from India, Malaya, the Philippine Is- 
lands, and China. 


THE Scrap-IROoN SITUATION 


Japan is very definitely reducing the 
importance of scrap iron in the steel 
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industry by increasing pig-iron capacity 
and constructing furnaces for the “one 
heat” process by which iron ore becomes 
steel in one continuous process with no 
scrap necessary. In open-hearth steel 
production, the proportions of scrap and 
pig iron may vary from 30 per cent 
scrap and 70 per cent pig iron to 70 per 
cent scrap and 30 per cent pig iron. 
The supply of old-iron scrap and of by- 
product scrap in Japan is increasing 
year by year. About 20 per cent of 
the annual gross steel production be- 
comes by-product scrap in the form of 
clippings, borings, and defective prod- 
ucts, 

Before the war, half of the scrap used 
in Japan was of domestic origin and 
half was imported; two-thirds of the 
imported scrap came from the United 
States, and the remainder was collected 
in small amounts from Asiatic countries. 
The rise in scrap imports from the 
United States last year is usually at- 
tributed to the fact that Japan was 
building up stock piles in anticipation 
of a possible embargo, rather than to 
increased consumption. The maximum 
allotment of scrap for steel plants was 
reduced from 60 per cent in 1939 to 
50 per cent at the beginning of 1940, 
and plans were made to reduce it dras- 
tically in the event of an embargo on 
American scrap. 

In view of these recent technological 
developments and of the existence of a 
considerable domestic supply of scrap 
and a large amount in storage, an em- 
bargo on scrap by the United States 
would not be so effective as its advo- 
cates believe. i 


THE PETROLEUM SITUATION 


The lack of petroleum is Japan’s 
greatest strategic weakness. The United 
States has been supplying Japan with 
something like 60 per cent of her total 
mineral oil requirements, mostly in the 
form of crude and heavy oil. Gasoline 
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constitutes only about 5 per cent by 
volume of the American exports of min- 
eral oils to Japan. Japan retines her 
gasoline, kerosene, and fuel oil from 
American crude, and also buys refined 
preducts from the Netherland East 
Indies. 

In the event of an embargo, Japan 
would stretch her own small resources 
of natural and synthetic oil to the utter- 
most, draw upon very large supplies in 
storage, make larger purchases from 
the Netherland East Indies, and per- 
haps make some arrangement with 
Mexico. The production of petroleum 
in the Netherland East Indies has risen 
steadily from 4,698,000 tons in 1931 
to 7,263,000 tons in 1937. Mexico ex- 
ported 22,000,000 barrels or 3,000,000 
tons a year before the expropriation. 

Japan’s wartime consumption may be 
in the vicinity of 5,000,000 tons a year. 
In 1936 Japan and Manchukuo pro- 
duced about 600,000 tons of petroleum 
and shale oil; in 1940 the two countries 
will produce at least 1,000,000 tons of 
crude petroleum, shale oil, and syn- 
thetic oil, and probably rather more 
than this. The synthetic oil industry 
is now firmly established in Japan, with 
a number of plants in operation and 
many more under construction. At 
least three different processes are being 
used, including the Fischer synthetic 
process and a hydrogenation method of 
Japanese origin. 

Mexico, on bad terms with the United 
States and unable to sell petrcleum to 
Germany because of the British block- 
ade, would be glad to find a market for 
her petroleum. The first important 
contract for the delivery of Mexican oil 
to Japan provided for the delivery of 
2,402,000 barrels within one year after 
May 1, 1940 at prices averaging 30 
cents below the world market to com- 
pensate for the cost of transportation 
through the Panama Canal in Japanese 
tankers. The difficulty with Mexican 
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oil at present is that there is no cheap 
way to transport it from the Atlantic 
to the Pacific coast. It is reported from 
time to time that Mexico would like to 
improve the railroad across the narrow 
Isthmus of Tehuantepec or even to 
build a pipe line across the Isthmus to 
the port of Salina Cruz on the Pacific 
coast. It has also been suggested that 
the pipe line from the rich Poza Rica oil 
field to Mexico City might be extended 
some two hundred miles to Acapulco on 
the Pacific coast. If Japan were cut off 
from cheap California crude oil, she 
might well assist in some such under- 
taking. There are serious doubts that 
an embargo on oil shipments by the 
United States would have the effect 
desired. 


THE QUESTION OF SANCTIONS 


I have taken up these points in some 
detail to indicate the difficulties in the 
way of really effective economic pres- 
sure by a single country or even a small 
group of countries. Countries in the 
position of Italy, Germany, and Japan 
cannot be coerced by means of eco- 
nomic sanctions with the ease we once 
thought possible. It is by no means 
certain that Germany will have to 
capitulate as a consequence of the eco- 
nomic warfare being waged by the Al- 
lies, even though in this case the with- 
holding of supplies by the British and 
French Empires and the United States 
is supplemented by a blockade which 
pays little attention to the traditional 
rights of neutrals under international 
law. 

If economic sanctions are to become 
an effective method for preserving peace 
and insuring collective security, they 
must be imposed promptly and auto- 
matically by an international organiza- 
tion which is prepared to implement 
economic sanctions with force if neces- 
sary. Moreover, such an international 
organization should include all impor- 
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tant countries, and must include an 
overwhelming proportion of them. 

Ineffective sanctions and unrestricted 
economic warfare have undoubtedly en- 
couraged the tendency toward autarchy. 
The threat of sanctions by a small 
group of powers may have encouraged 
aggression. The possibility that a 
country’s food and essential raw mate- 
rials can be cut off at any time by 
unfriendly powers strengthens the posi- 
tion of those who feel that it is neces- 
sary to control territory in which they 
will have access to strategic materials. 
This may even seem to give a kind of 
moral justification to what woula other- 
wise be a campaign of pure agg-ession. 
This argument is especially plausible if 
the powers, by their trade practices, 
restrict access to markets and conse- 
quently to raw materials. This whole 
problem needs to be re-examined with 
the greatest care. i 

It should not be overlooked that re- 
strictive trade practices and the possi- 
bility of sanctions increase the tend- 
ency toward barter or bilateral trade 
agreements and reduce the field for true 
international trade. Germany con- 
cluded many barter agreements with 
South American and small European 
countries. Japan and Mexico, in their 
mutual desire to be less dependent on 
the United States, are negotiating a bi- 
lateral trade agreement; Japan and Ar- 
gentina signed one a few weeks ago, just 
after the latter country refused to sign 
a reciprocal trade treaty with the 
United States. Once trade is diverted 
to other channels and vested interests 
are established, it is difficult to bring 
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A unilateral embargo on raw mate- 
rials is not likely to be effective and 
would undoubtedly be considered an 
unfriendly act, which might have un- 
welcome consequences. There are, 
however, other measures which are not 
open to these objections. The United 
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States has attempted to apply pressure 
against Japan by means of the non- 
recognition doctrine, the moral em- 
bargo, and the abrogation of the treaty 
of commerce and navigation. These 
measures have all served a useful pur- 
pose in that they have made clear to 
Japan the attitude of the United States. 
They have not been sufficient to make 
the Japanese ermy withdraw from 
China. 

We must not make the mistake of 
regarding nonrecognition as an end in 
itself. The doctrine makes us feel 
idealistic and high-minded, but it does 
not require any real sacrifice from us, 
and it has obvious limitations as an 
instrument of foreign policy. Although 
we have persistently refused to recog- 
nize Manchukuo, the new state is de- 
veloping in a most promising way with- 
out our blessing, and the chance of its 
ever being returned to China becomes 
more and more remote. If a construc- 
tive peace could be made between China 
and Japan with the recognition of Man- 
chukuo as the only stumbling block, 
this doctrine would probably be over- 
looked. 


LIMITATIONS ON JAPAN 


We do not wish to excuse or justify 
the Japanese invasion of China and the 
conduct of the war there, but we do 
wish to bring this war to an end. Japan 
has behaved abominably toward China, 
but we must share the responsibility, 
because the whole situation was becom- 
ing an impossible one. Japan could 
well claim that she was being encircled 
by the political and economic policies 
of the Western powers. She was per- 
mitted no territorial expansion, not even 
in the thinly populated Maritime Prov- 
inces, which Russia certainly did not 
need for her population and to which 
her moral claim was not very strong. 
Rising Chinese nationalism inevitably 
came into conflict with those Japanese 
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interests in Manchuria and North China 
which were always admitted but never 
defined. Japanese immigration was 
prohibited or virtually prohibited in the 
United States, the British Dominions, 
Siberia, and Africa. Japanese exports 
were limited at first by high tariffs and 
exchange regulations and eventually by 
discriminatory tariffs and quotas. 

This tendency was especially marked 
and seemed especially unfair in the Asi- 
atic possessions of Great Britain, 
France, the Netherlands, and the 
United States. There are large popula- 
tions with low incomes in India, Ma- 
laya, French Indo-China, the Nether- 
land East Indies, and the Philippine 
Islands, which gladly bought cheap 
Japanese goods after providing some 
protection for their own rising indus- 
tries. Nor was this a one-sided ar- 
rangement, because these areas pro- 
duced iron ore, manganese, tin, rubber, 
bauxite, coal, and cotton, which Japan 
imported. This exchange was made 
difficult first by tariff preference to the 
home country and subsequently by tar- 
iffs and quotas which frankly discrim- 
inated against Japan. The extent of 
this discrimination has been described 
in the Far Eastern Survey (August 10, 
1938) published by the American 
Council of the Institute of Pacific Re- 
lations. In general, these possessions 
were acquired by exploration, trade, 
and conquest; but such methods are no 
longer permitted. Under these circum- 
stances it would seem that the powers 
should at least open their colonies under 
reasonable conditions as markets and 
sources of raw materials. If they wish 
to prevent territorial expansion, they 
must afford opportunities for industrial 
and commercial expansion. 


THE OPEN Door 


Irrespective of Japan’s attitude, the 
Nine-Power Treaty is probably no 
longer applicable to conditions in the 
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Far East. The signatories agreed to 
respect the territorial integrity of China 
and to maintain the open door there, 
but made no provision for enforcement 
of the treaty. Russia is not a party to 
this treaty. This would seem to be 
rather an important omission in view 
of Russia’s penetration into Chinese 
territory. The policy was adopted only 
after most of the Western powers and 
Japan had either taken Chinese terri- 
tory or obtained special privileges in 
China. It was designed to help China 
at a time when she seemed unable to 
help herself, and also to reserve to the 
signatories trade privileges in China. 
The Western countries have not recipro- 
cated by extending the open door to 
either China or Japan as far as such 
privileges as immigration, citizenship, 
landowning, and trade are concerned. 
This treaty may have kept China in a 
state of immaturity longer than was 
really necessary. Her industrial devel- 
opment was undoubtedly retarded by 
the fact that she was denied tariff 
autonomy until 1928. The period of 
the open door for Western nations is 
probably over, irrespective of whether 
Japan or China wins the war. 


POSITION OF THE WESTERN POWERS 


In contemplating peace in the Far 
East, there are two problems to be con- 
sidered: one is the struggle between 
China and Japan, and the other is con- 
cerned with the position of the Western 
powers in the Far East. It is con- 
ceivable that Japan could be persuaded 
to make a peace acceptable to China if 
Great Britain and the United States 
would recognize that China and Japan 
are now mature nations and not back- 
ward countries to be exploited, elevated, 
and protected. 

The Japanese have insisted that they 
want no Chinese territory and no in- 
demnities, but that they want the recog- 
nition of Manchukuo, an anti-Comin- 
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tern pact, Japanese troops in Inner 
Mongolia and at specified points else- 
where as an anti-Communist measure, 
freedom of trade and residence, and fa- 
cilities for the development of the nat- 
ural resources of North China and Inner 
Mongolia. 

These terms could be very objection- 
able or relatively harmless, depending 
upon their interpretation and enforce- 
ment. If the United States and the 
Western powers were willing to give up 
their special claims and privileges in 
the Far East, they might be able to ob- 
tain decent terms for China. We can- 
not be sure about this, but when the 
alternative may be years of fighting and 
chaos, it would seem worth while to 
make the effort. One of the greatest 
obstacles to peace would be the pres- 
ence of Japanese troops in China. It 
must be remembered, however, that the 
Western powers have kept gunboats on 
Chinese rivers for a hundred years, and 
have had troops guarding their legations 
and the route to the sea for forty years. 

The gunboats and the troops were to 
be withdrawn when China established 
a government which should be able to 
maintain order. When this happens, 
China will be able to insist upon such 
withdrawals. China is not a small na- 
tion being invaded by a large one; on 
the contrary, the population of China 
is at least six times as large as that of 
Japan. The present weakness of China 
is due to certain characteristics of the 
people and to the lack of able and un- 
selfish leadership. Once China is united 
and organized under a government 
which cares more about the Chinese 
people than about its own position, no 
outside country will be able to dom- 
inate China. But peace must come 
first. 


POSITION OF JAPAN 


In contemplating the possibility of 
peace, we should pay some attention 
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to the fact that every Japanese Prime 
Minister during the present war has 
stated openly and often that Japan 
wants no Chinese territory and no in- 
demnities. It would do no harm to 
proceed on the assumption that Japan 
means this. Some people in the United 
States assume that the Japanese want 
to conquer all of China, then go on to 
the European possessions in the South 
Seas, and end in control of North and 
South America. This is just about as 
true as the conviction prevalent in Mex- 
ico and some parts of South America 
that the United States wishes to domi- 
nate and exploit in her own selfish in- 
terest all of Central and South America. 
There are mad extremists in Japan who 
have such ambitions, but they are in a 
minority. 

There are large elements in Japan 
who want a more liberal government at 
home and a less aggressive foreign pol- 
icy—some for idealistic reasons, and 
some because they believe that peaceful 
economic co-operation is more profitable 
than economic exploitation at the point 


of a bayonet. Their position has been. 


made much more difficult by immigra- 
tion and trade restrictions and by racial 
discrimination on the part of the West- 
ern powers. There are elements in the 
Japanese army who want to withdraw 
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from China to be ready for the real en- 
emy—Soviet Russia. | 


RESPONSIBILITY OF THE 
UNITED STATES 


Japan has been denied opportunities 
for industrial and commercial expansion 
by the Western powers and has been 
humiliated by them in unnecessary 
ways. The United States has played a 
leading part in the “encirclement” of 
Japan. If we were prepared to admit 
our shortcomings, to be firm but also 
to be generous and realistic, it is pos- 
sible that we could help to bring about 
a real peace in the Far East. 

The present responsibility of the 
United States in the Far East is a great 
one. The easy solution is to let the war 
go on, giving assistance to China in 
small ways, and working up our moral 
indignation about Japanese aggression. 
The more difficult and the more con- 
structive solution would be to help the 
two sides to get together and agree on 
a peace which would guarantee China’s 
sovereignty and territorial integrity, 
provide for Japan’s claims to economic 
and strategic security in North China 
and Inner Mongolia, and recognize that 
there is a new order in Eastern Asia 
under the leadership of both China and 


Japan. 
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Far Eastern Adjustments and the United States 
By Purr C. Jessup 


T IS usual to perform a Caesarean 

operation on American foreign pol- 
icy by dividing it into three parts— 
Latin American, European, and Far 
Eastern. ‘This device enables one to 
classify conveniently the facts of diplo- 
matic history. At certain periods and 
in certain respects the division may also 
be justified with reference to the nature 
of the policy pursued. Frequently, 
however, there are common character- 
istics which run the risk of being ig- 
nored in the interest of convenient 
classification. Similarly, the attempt to 
separate foreign from domestic policy 
may be misleading and may serve to 
obscure the close interrelationships be- 
tween these two manifestations of the 
activities of one government. The same 
Congress raises and appropriates money 
for the Tennessee Valley Authority and 
for the Navy. The same executive is 
responsible for the expenditure of the 
money and for the creation and mainte- 
nance of these instruments of policy. 
The same taxpayer may cast an approv- 
ing vote for the advocate of expendi- 
tures of funds for agricultural relief and 
an adverse vote against the advocate of 
expenditures for the fortification of dis- 
tant naval bases. 

Through the first half of the nine- 
teenth century, our Latin American and 
Far Eastern policies were not disparate, 
in the sense that the westward trend 
affected our relations with Mexico and 
Central America as well as with the Pa- 
cific area. Nor can our relations with 
Oregon’s neighbor Canada be excluded 
from this picture. Foster Rhea Dulles, 
in his book America in the Pacific, ad- 
mirably shows these interrelationships 
and others which linked the domestic 
issue of slavery with foreign policies. 

In 1931 Secretary Stimson’s Far 
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Eastern policy was closely enmeshed 
with our attitude toward Great Britain 
and the League of Nations—two great 
symbols of European affairs. Tcday it 
is even more clearly apparent that there 
is no sharp line between Europe and the 
Far East. Russia breaks such a line 
with its broad territorial belt; the Brit- 
ish Empire breaks it with a chain of 
possessions; even the United States 
breaks it with a Panama Canal and con- 
sideration of a two-ocean navy. 

Perhaps all this is merely an elab- 
orate way of phrasing the cliché that 
the world is now interdependent. If so, 
I apologize for laboring the obvious. 
My excuse is that there still seems to 
be so much effort to separate the Far 
Eastern from the European war. A re- 
cent example of this effort may be 
found, I think, in the passage of the 
Neutrality Act of 1939, which seems to 
have been accomplished when Congress 
was looking eastward to the West in- 
stead of westward to the East. In this 
case at least, Congress was not Janus- 
faced as the guardian of our doors 
should be. 


UNITED STATES STAKE IN EUROPE 
AND ASIA 


The United States has today a com- 
mon stake in the Far East and in Eu- 
rope; it is peace. The existence of war 
in both areas injures us as it injures all 
countries, whether belligerent, nonbel- 
ligerent, or neutral. We derive no ben- 
efit from either war. If either be pro- 
ductive of a business boom, such a 
boom is of a type to injure rather than 
aid our national economy, irrespective 
of profits made by individuals. 

The United States has another com- 
mon stake in the two areas; it is the 
preservation of our way of life. J dg 
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not accept the “We or They” thesis; 
history is full of examples of the co- 
existence of antithetic and antipathetic 
concepts of government and of the place 
of the individual. There were times 
when the coexistence of a Catholic and 
Protestant Europe or of a monarchical 
and republican Europe seemed impos- 
sible. Two decades ago and again to- 
day, one finds a belief that communist 
and capitalist states cannot coexist. To 
be sure, one may destroy another, but 
so may one capitalist state destroy an- 
other capitalist state, or one republic 
destroy another republic. Obviously it 
is to our advantage to see the triumph 
of the ideas we cherish, but it surely is 
wise to study in advance the way of 
coexistence if we are not going to accept 
the role of coexterminator of alien ideas. 
It is better to learn to build a bridge 
than to emulate King Canute. 

Despite the compactness of the mod- 
ern world, the United States is not di- 
rectly threatened even by an expanding 
country if that country has a great do- 
mestic frontier to conquer. Soviet Rus- 
sia and China have such safety valves 
today. Germany and Japan lack such 
domestic frontiers, but could for a long 
time follow a line of less resistance than 
they would meet by actual infringement 
upon American possessions or upon 
the Western Hemisphere. The United 
States is not an active competitor for 
political domination in the world, and 
is still in the happy position of being 
able to consolidate its strength and to 
improve its domestic conditions. The 
paradoxical maxim that standing still 
means falling back does not yet apply. 

This is not to say that the United 
States has no interest in what transpires 
in other parts of the world. We area 
great power, willy-nilly. I would insist 
that a great power may remain great 
without fighting what are called “de- 
fensive” wars, which mean in this case 
anticipatory wars inspired by the theory 
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that we have “traditional” enemies with 
whom war some day is inevitable. Among 
other fallacious bases of this theory is 
the one which assumes the continuity if 
not perpetuity of particular govern- 
ments or policies in certain foreign 
countries. In this connection I was in- 
terested to read in Mrs. Anne O’Hare 
McCormick’s column in the New York 
Times on April 8, the statement, written 
in Paris: 


The French and British don’t believe the 
Fuehrer or his entourage will outlast either 
defeat or a long siege. They think Na- 
tional Socialism itself is a passing phenom- 
enon, the temporary instrument of militant 
Pan-Germanism. But they are convinced 
that to keep Germany in bounds and hold 
their own in the world they have no choice 
but to hang together henceforth and with 
their combined power to forge in this 
struggle the nucleus of an effective or- 
ganization against German domination. 


GETTING ALONG WITH OTHERS 


If one may risk a broad generaliza- 
tion—and it is a great risk—one may 
say that any strong state always has 
an ultimate choice between getting 
along with other strong states and elim- 
inating them. I do not believe the 
United States has yet adopted the latter 
alternative. Intelligent foreign policy 
therefore must be based on finding a 
way to get along with our fellow states. 
Applied to the Far East, this means 
that we must deal with China and Ja- 
pan primarily but also with Russia, 
with Great Britain, and perhaps also 
with France, Germany, and Italy. Of 
these states, relations with Great Britain 
and France present no immediate prob- 
lem because of a general community, 
even though not identity, of interest. 
The most difficult problem is presented 
by our relations with China and Japan. 
Is it possible to have, now and here- 
after, satisfactory relations with both of 
two states engaged in so desperate a 
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struggle? That is the question now 
confronting the United States. If the 
answer be in the negative, we may be 
forced to choose between the two, and, 
having chosen, to throw our weight 
heavily into the balance. 

I do not believe that a negative an- 
swer has yet been given or that it in- 
evitably will be given. Short of a situ- 
ation so imminently threatening as to 
justify resort to war, the United States 
may be confronted with arrangements 
between foreign states which we con- 
sider either advantageous or disadvan- 
tageous to our interests. Any govern- 
ment will naturally throw the weight of 
its influence in favor of those arrange- 
ments which it deems advantageous. It 
is policy of this type which I shall now 
consider in the light of several hy- 
potheses. Many more hypotheses could 
be considered. The selection of three 
is inspired by an effort to bring out gen- 
eral aspects of the interest of the United 
States in a durable peace. I am not 
concerned here with the details or with 
the likelihood of the three statements 
which I shall make. 


First HYPOTHESIS 

The Sino-Japanese struggle will be 
settled by the contestants on a basis 
mutually acceptable to the Chungking 
government and to Japan. 

This may be termed the “ideal” solu- 
tion. Clearly, it might involve aspects 
displeasing to the United States and to 
other Western powers. Unless, how- 
ever, it were a settlement actively hos- 
tile to vital American interests, the 
United States might well be content to 
accept it. American Far Eastern pol- 
icy should not continue to regard China 
as a special preserve operated for the 
benefit of foreigners. The United States 
should be ready to abandon the regime 
of the unequal treaties, giving up extra- 
territorial rights and all similar conces- 
sions. If a Sino-Japanese peace were 
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on a basis which could not be challenged 
by the United States if it were con- 
cluded between two Western powers, 
then it should be accepted. 

The United States might be expected 
to protest a discrimination against this 
country in favor of, say, Great Britain 
or France. It should not object if Ja- 
pan and China, taking account of their 
fundamentally complementary econo- 
mies, conclude a customs union or some 
other type of collaborative efort. The 
time may be at hand when the United 
States should give an equal and bilat- 
eral connotation to that phrase in the 
Lansing-Ishii Agreement of 1917 which > 
recognized that “territorial propinquity 
creates special relations between coun- 
tries... .” 

The chief concern of the United 
States in such a contingency should be 
to assure itself that the arrangement is 
durable because it is the result of mu- 
tual agreement and is not imposed by 
one state upon the other. It should be 
on the model of the Ouchy Convention 
rather than on that of the special eco- 
nomic relations between the United 
States and Cuba, or on the model of 
the currently discussed “fusion” be- 
tween England and France rather than 
on that of the Austro-German An- 
schluss. 

The Western powers have not offered 
Japan help in meeting her trade prob- 
lems, and are not likely to do so. If 
Japan, by methods of persuasicn, se- 
cures an adjustment with China, other 
powers have no right to play dog in 
the manger. Al of which precipitates 
the conclusion that the interest of the 
United States in a durable peace in the 
Far East is much greater than its in- 
terest in preserving a few special trade 
advantages. Nor would the existence 
of a Sino-Japanese economic union nec- 
essarily exclude opportunities Sor Amer- 
ican investment, trade, anc philan- 
thropic enterprise, 
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SECOND HYPOTHESIS 


The Sino-Japanese struggle will be 
settled by a conqueror’s peace, whether 
imposed by Japan or by China. 

The interests of the United States 
would not be served by such = peace, 
because it would not contain the ele- 
ment of durability. The attempted to- 
tal subordination of a vital, vigorous 
people like the Japanese, or of a great 
people like the Chinese with their tradi- 
tion of assimilating their conquerors, is 
no key to stability. 

To be sure, a conqueror may be 
wisely generous, as Bismarck was with 
Austria in 1866; but the hypcthesis I 
am now considering is arbitrarily de- 
fined as one inspired by the belief com- 
mon among military victors that tem- 
porary supremacy on the battlefield is 
readily translated into permanent supe- 
riority along all lines. I do not believe 
that the present China can be made into 
a second Korea. Nor do I believe that 
Japan has shot its bolt and can now be 
forced even by a decisive defeat to sink 
to the rank of a second- or third-rate 
power. Short of a peace which is so 
utterly vengeful and humiliating, peace 
terms may of course include onerous 
provisions productive of resentment or 
hate, and nevertheless endure for a pe- 
riod of years, as Alsace-Lorraine re- 
mained German for almost half a cen- 
tury after 1870. Yet such an interlude 
should not be classed as a ‘durable 
peace.” How far the victor can go and 
still secure stability depends upon a 
variety of factors which I shall not at- 
tempt to consider here. 


TaD HYPOTHESIS 


The Sino-Japanese struggle will be 
settled by the intervention or mediation 
of a third power or of several powers. 

Here the possible variations are le- 
gion, and one is compelled to contem- 
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plate numerous eventualities. For 
example, Russia might become a bellig- 
erent in the East or in both Asia and 
Europe. The Russo-German agreement 
seemed incredible before it was con- 
cluded; the incredible alliance of Japan 
and the U. S. S. R. may come about. 
Should the present antagonism between 
these two countries be eliminated or 
sufficiently alleviated, Russia might me- 
diate between China and Japan. Or, 
given some sharp turn of events in Eu- 
rope, Russia might actively side with 
China and bring about a peace through 
this alliance. Neither of these devel- 
opments in itself would necessarily be 
cause for serious concern to the United 
States. 

Another phase of this hypothesis is 
an eventual general peace conference 
either after or in the absence of the 
merging of the two wars. If the United 
States had become a belligerent, it 
would obviously share in that peace- 
making. The wisdom of the statesmen 
of the world would then be put to a 
severe test. The test would be well met 
if they were prepared to accept the con- 
ditions suggested under my first hy- 
pothesis, uniting in the enfranchisement 
of China and acquiescing in Sino-Jap- 
anese solidarity. 

It is to be hoped—and, I think, ex- 
pected—that the United States would 
take a strong diplomatic stand against 
any Western attempt to “appease” 
Japan at the expense of China or of 
the Netherlands. In some cases in the 
past, the United States has teen for- 
tunate enough to find its interests co- 
inciding with high moral purposes. 
This would again be true in the situa- 
tion here envisaged. I do not maintain 
that a powerful Japan is necessarily a 
menace to the United States, but our 
general interest in a durable peace 
would not be served by a Japanese seiz- 
ure of the Dutch East Indies or by 
Japan’s permanent retention of such 
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large areas of China as would stifle nor- 
mal Chinese development. 

Even if the United States had not 
been a belligerent in these wars, it is 
not unlikely that the economic and 
financial contributions which it would 
be in a position to make to the cause 
of reconstruction would lead to its in- 
clusion in the peace councils. We could 
not afford to decline such an invitation 
if it were tendered. 

This point raises one of the hardest 
problems in considering current Ameri- 
can foreign policy. The difficulty does 
not exist for those who favor participa- 
tion in the wars in Europe and Asia. It 
does not exist for the complete isola- 
tionist who labors under the illusion 
that we can permanently ignore the rest 
of the world. It does exist for one who 
believes, as I do, that the United States 
can best serve its own interests and 
those of the world at large by keeping 
out of war, but can serve neither cause 
by an attitude like that of the Harding 
Administration in 1920. A hard choice 
may confront the voters in the ap- 
proaching campaign if the lines are 
drawn between a Dewey advocating for 
the United States a medieval political 
monasticism, and a Roosevelt urging 
that we make the United States into a 
new Arthurian Round Table doing bat- 
tle with the dragons and giants of the 
modern world. But this is a digression. 


PROGRAM FOR FAR EASTERN PEACE 


Assuming that the United States as 
mediator, co-belligerent, or invitee has 
a share in making a Far Eastern peace, 
its long-range interests would, in my 
opinion, indicate the support of some 
such program as the following, much 
of which has already been adumbrated 
in this paper: 


Territorial and economic arrangements 


1. There should be a China freed 
from the shackles of the system of un- 
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equal treaties. I cannot discuss the 
details of the terms which might be 
accepted, particularly in regard to ter- 
ritorial questions. At a recent study- 
meeting of the Institute of Pacific Re- 
lations, representative Chinese expressed 
the view that the League Assembly 
Resolution adopting recommencations 
of the Lytton Commission would still 
offer an acceptable basis for negotiation 
regarding Manchuria. They also indi- 
cated the possibility of special arrange- 
ments with Japan for joint financing of 
enterprises or for agreed quotas of ex- 
ports of raw materials, provided politi- 
cal and majority financial control were 
left in Chinese hands. 

The nonrecognition policy presents a 
difficulty to be faced in negotiating a 
peace of this type. I do not propose 
to argue here the merits of that policy 
as applied by Secretary Stimson in 1931 
or by Secretary Hull in 1949, Even 
most ardent advocates of the policy 
have, however, admitted that an un- 
yielding permanent adherence to the 
doctrine might not serve the best in- 
terests of the world community. It 
seems clear that if the Chinese Gcvern- 
ment, as part of a general negotiated 
settlement, should recognize Manchu- 
kuo, no useful purpose would be served 
if the United States and other powers 
continued to withhold recognition. (I 
wish to emphasize that I express no 
opinion on the probable or desirable 
attitude of the Chinese Government on 
the question of yielding its claim to 
Manchuria.) 

2. Economic agreements should be 
consummated between Japan and the 
Western powers regulating their trade 
in such a way as to avoid stifling Jap- 
anese economy on the one hand or, on 
the other hand, giving Japan undue ad- 
vantages flowing from lower standards 
of living. How much could be done 
outside of Russo-Japanese and Sino- 
Japanese relations is open to question, 
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immigration and armaments 


3. The United States should adopt 
at least a normal quota basis for the 
immigration of all peoples. Our present 
exclusion laws are the result primarily 
of fear of the competition of cheap la- 
bor. I can find no convincing evidence 
that exclusion, with its deleterious effect 
on our foreign relations, is the only or 
the best way of achieving the desired 
protection. 

4. There should be limitation of na- 
val and aerial armament and of bases 
in the Pacific area. As in the case of 
immigration, our refusal to admit Jap- 
anese equality sacrifices the large ad- 
vantages flowing from friendly relations 
to the relatively slight practical advan- 
tages flowing from superiority. Insist- 
ence upon a superiority of armaments 
defined as a condition assuring us of 
military victory over Japan if war 
were waged on the far side of the Pa- 
cific, can be justified only if the policy 
of the United States is based on a de- 
sire to be the dominating power in the 
Far East. I do not believe the Ameri- 
can people support such a policy. I do 
not think the naval experts have proved 
that defense of the Western Hemisphere 
could not be obtained at lower cost. 
The defense of the Philippines is a spe- 
cial problem, considered in the next 
point. Here it is only necessary to add 
four items. 

The first is that the 5-5-3 naval ratio 
agreed upon at the Washington Con- 
ference in 1922 was not based on an 
appraisal of relative needs. Nor was it 
an acceptance of the proposition that 
Japan was committed to a status of 
permanent naval inferiority in the Pa- 
cific. The ratio was based upon the 
actual size of the navies at that time 
subject to the willingness of the United 
States and the other states to scrap cer- 
tain ships then existing or under con- 
struction. The adoption of the ratio 
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was coupled with the agreed limitation 
upon fortifications and bases in the Pa- 
cific. In effect, this gave Japan practi- 
cal naval equality in Far Eastern wa- 
ters. If a new treaty were made on a 
basis which gave the United States su- 
periority within the Panama-Pearl Har- 
bor-Unalaska triangle, and gave Japan 
superiority in Asiatic waters, the situa- 
tion already accepted in the Washington 
treaties would be substantially re-estab- 
lished. 

The second item is the obvious fact 
that naval and aerial armament cannot 
be limited solely on a regional basis; 
this phase of the interdependence of the 
Americas, Europe, and Asia is clear. 

The third item relates to the current 
and future developments in aeronautics 
and in anti-aircraft defense. With the 
rapid strides now being made, it is not 
fantastic to assume that Japan will be- 
fore many years be relatively as close 
to the United States as Germany now 
is to England. On the other hand, the 
notions of an aerial Blitzkrieg com- 
monly held prior to Jast September are 
now shaken. Military history has again 
revealed the parallel development of 
defense and offense. The likelihood of 
reprisals is among the elements of de- 
fense. 

The last item is that general indus- 
trial equipment and efficiency are now 
recognized as important parts of arma- 
ment, particularly of aerial armament. 
This is an immensely complicating fac- 
tor in planning limitation of armaments 
in Europe, but in the Pacific it is an 
added reason why the United States 
does not need to insist upon denying to 
Japan equality of existing armament. 


The Philippines 


5. There should be neutralization of 
the Philippines. To some it may seem 
extravagantly optimistic to suggest any 
plan which depends for its success upon 
mutual observance of the plighted word. 


FAR EASTERN ADJUSTMENTS AND THE UNITED STATES 


Breaches of treaties are not, however, 
international novelties. Despite the 
breaches, history shows that nations re- 
turn to agreements, over and again, per- 
haps because life cannot go on in any 
other way. The alternatives to agreed 
neutralization of the Philippines are 
retention by the United States, and re- 
linquishment by the United States with 
the intent to acquiesce in a possible sub- 
sequent absorption by Japan. Neither 
of these alternatives would be popular 
in this country or conducive to stability 
in the Far East. 


International organization 


6. There should be agreement upon 
some forms of international organiza- 
tion in the Pacific. I do not believe 
that the time is yet ripe for a full- 
fledged political organization in the Pa- 
cific. It is urged by some that the 
lesson to be drawn from the experience 
of the League of Nations is that any 
international organization established 
after the war must be supported by 
some kind of international police force. 
My own conclusion is directly the op- 
posite. I believe that the experience 
of the League demonstrates that nations 
will fight only for questions of deep 
national concern, and not solely for an 
international ideal. 

Admitting that the national vision is 
myopic, it is true that nations do not 
yet appreciate that they may have such 
a deep national concern in wars waged 
in far corners of the globe. I do not 
believe that at the end of the present 
wars, the people of Europe or of Amer- 
ica will be ready to send their forces, 
even in policemen’s uniforms, to Asia. 
On the other hand, depending on the 
outcome of the wars, some European 
states may be ready to accept larger 
obligations on the continent of Europe. 

As for Asia, I doubt whether the time 
is ripe for even such a limited commit- 
ment, One difficulty is that on a re 
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gional basis, an international police 
force would probably have to be com- 
posed chiefly of Japanese, Chinese, and 
Russians. J cannot yet envisage such 
a unit acting against any one of those 
three states. If some other state were 
the aggressor in Asia and if the situa- 
tion were such that an Asiatic inter- 
national police force would function, 
then the three states presumably would 
take effective joint action without the 
police label. Prior agreement to label 
such action as a police measure might 
have value as an element tending to- 
ward solidarity, but the suggestion goes 
beyond the stage now reached in the 
trend toward international organization. 

7. I do believe that much useful 
progress can be made in nonpolitical or- 
ganization. The Bruce Report to the 
Assembly of the League is a significant 
contribution to the elaboration of such 
plans. After nations have become ha- 
bituated to working together or such 
problems as health, narcotics, humani- 
tarian relief, and radio and telegraphic 
communications, plus labor, finance, 
and economics, the way is paved for 
more elaborate institutions. The Pa- 
cific countries have not yet cleared the 
first hurdles. 


Diplomatic conferences 


8. There would be utility in provid- 
ing for periodic diplomatic conferences 
of the innocuous type so long used in 
the pan-American movement. Aerial 
communications facilitate such meet- 
ings. One of the distinct advantages 
of the League system was the oppor- 
tunity for frequent conversations be- 
tween the principal officials of various 
countries. Such periodic conferences 
could be agreed upon without accep- 
tance of commitments to any type of 
future action. They are more advan- 
tageous than “consultative pacts” which 
call for meetings only when a crisis has 
arisen, because at least some crises will 
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be averted if such regular personal con- 
tacts are established. 

Before 1914, a personal conference 
between the Foreign Ministers of Eng- 
land and France was a headline story 
provocative of rumors of crises, alli- 
ances, and other events of great magni- 
tude. After 1920, at Geneva such 
meetings were part of the gossip in the 
lobbies, but too ordinary to be played 
up in a way calculated to excite public 
opinion. Secretary of State Root’s at- 
tendance at the Pan-American Confer- 
ence of 1906 in Rio de Janeiro was an 
epochal event; today our Secretaries of 
State attend pan-American conferences 
as a matter of course. It would be of 
great value if the public became ac- 
customed to reading in small type that 
the Secretary had flown to a pan-Pacific 
conference in Manila, Honolulu, Pekin, 
or Tokyo. 


Pan-Pactfic treaties 


9. It is open to question how much 
can be done in the way of pan-Pacific 
treaties for the settlement of disputes. 
So far, we have been willing to accept 
broader commitments to our American 
neighbors than to our Pacific neighbors, 
and slightly greater obligations concern- 
ing the latter than with reference to the 
transatlantic states. The pan-American 
treaties have made a contribution to the 
development of agreements for the in- 
vestigation and conciliation of disputes. 
Rapid progress has been made recently 
in perfecting machinery for consultation 
among the American republics. As for 
arbitration treaties, the United States 
still lingers in the nineteenth century, 
largely because of the Senate’s jealousy 
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of its prerogatives in treaty-making. I 
believe we shall need to stretch our 
wings further in the pan-American at- 
mosphere before we are ready to take 
all our cases to any pan-Pacific tribunal. 
A similar comment, mutatis mutandis, 
may be made in regard to Japan. 

I do not doubt that the Permanent 
Court of International Justice is perma- 
nent in fact as well as in name. I look 
forward to the time when it will have 
an extensive appellate jurisdiction for 
reviewing the decisions of regional inter- 
national tribunals. 

European states would necessarily be 
parties to agreements of the kind just 
indicated. Some of the problems, as in 
the field of public health, for example, 
cannot be considered solely on a re- 
gional basis. But regional machinery 
can be created in two or more different 
areas, and plans for interregional co- 
operation can be developed. It may 
prove to be desirable to have an Asiatic 
International Labor Organization which 
could specialize in the problems peculiar 
to the countries of Asia. It would seem 
to be necessary, for example, to study 
separately within the field of agricul- 
tural labor the dairy farmer of the 
Netherlands and the worker on a rubber 
plantation in Malaya. Such an organ- 
ization would need to use the experience 
and the knowledge of the central body 
at Geneva. 


It will surely be objected that such a 
modest program as I have ventured to 
outline does not solve the war problem. 
Quite so, but “all this and Heaven too” 
is an illusory maxim for statesmen. 


Philip C. Jessup, Ph.D., LL.D., is professor of inter- 
national law at Columbia University, New York City, 
member of the New York and District of Columbia 
Bar Associations, and member oj the firm of Parker 


and Duryee, 


Positive American Action in the Far East 


By NATHANIEL PEFFER 


WANT to try to make a case for a 

positive course of American action 
looking toward an enduring peace in the 
Far East and, therefore, elsewhere in 
the world. I believe that only by such 
a course can we save ourselves from 
being caught in the tragic position of 
Great Britain and France, the position 
of having to fight a war, to lose which 
is fatal and to win which entails catas- 
trophic consequences perhaps for gen- 
erations. Enduring peace cannot be 
made after conflicts are set in motion. 
Furthermore, I believe that a positive 
course in the Far East can now be taken 
with a minimum of risk, with less of 
risk than probably ever again, quite 
likely with no risk at all. 

Now, I do not wish to talk in diplo- 
matic formulae or in easy abstractions 
which evade difficulties. By “positive 
course” I mean action that will hold 
Japan in a state of suspense until, at 
least, the European war is over; action 
that will prevent Japan from taking ad- 
vantage of the European war to seize 
any territory in eastern waters now be- 
longing to any of the European com- 
batants; action that will prevent Japan 
from consummating the conquest of 
China. Translated in ultimate terms, 
that means, of course, action that will 
bring about the defeat of Japan, defeat 
in the sense that it will have to evacu- 
ate China. 

To that end, two steps must be taken. 
First, Japan’s effort for conquest must 
be checked or made more difficult by 
economic measures taken by America, 
which are now made possible by the ex- 
piration of the commercial treaty; that 
treaty, of course, should not be renewed. 
And at the same time China must be 
stiffened as much as possible in its re- 
sistance, primarily by liberal credits. 
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The latter may be more convenient than 
the former, more feasible, and quite 
likely also more effective. 


FORESTALLING BRITISH-JAPANESE 
AGREEMENT 


The second is an immediate step. 
The United States must forewarn Great 
Britain, privately but unequivocally 
and unmistakably, that no matter what 
happens in Europe, Great Britain must 
not come to any arrangement, formal 
or informal, with Japan which would 
operate to China’s detriment. By that 
I mean any arrangement which would 
in any way help Japan to win this war. 

Let me consider the second step first. 
It is simpler to deal with, and undoubt- 
edly less important. No one on earth 
has any means of knowing whether the 
British intend to make any such agree- 
ment. The recent statement or speech 
by Craigie, the British Ambassador in 
Tokyo, is not in any sense conclusive. 
Quite likely it was only a formal diplo- 
matic pleasantry, clumsily phrased. No 
one knows, but if I had to guess, my 
guess would be that Great Britain will 
make no agreement with Japan, pri- 
marily because the last few years have 
taught her that Japan will keep no 
agreement when it is to Japan’s interest 
to break it. 

Nevertheless, the possibility must be 
taken into account. There are certain 
disquieting signs, and there is one situ- 
ation in which such a potentiality could 
easily form. I mean Scandinavia. It 
is possible that Russia may intervene in 
Scandinavia after the British have a 
foothold, and that Russia, either in 
service of the historical policy of ex- 
pansion, or in service of the new and 
perhaps dubious policy of world revolu- 
tion, or out of fear, or out of a desire 
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to help Germany, may then pour troops 
into Sweden. There would then be an 
Anglo-Russian collision and no doubt 
an Anglo-Russian war. In that case 
there would be the temptation to Great 
Britain to make an agreement with Ja- 
pan by which Japan would strike at 
Russia from the east, thus deflecting 
Russian pressure from the west. In re- 
turn, a free hand would be given to 
Japan in China. 

That is possible, but that possibility 
should be laid at rest never to be resur- 
rected. It can be laid at rest by Amer- 
ica alone. Great Britain must be per- 
suaded that it must win in Europe 
without leaving such political deposits 
in the East as will constitute the same 
endemic plague of war in the East that 
tne West has suffered from. It must be 
persuaded, then, to win in Europe with- 
out commitments in the East, and also 
it must be given assurances of liberal 
American concessions to the end that 
it does win in Europe without involving 
the East. 

That warning should be given in ad- 
vance, when alone warnings are worth 
anything. It should be made, as I say, 
unequivocally and unmistakably, and 
directly or implicitly it should carry 
the notification that if any such agree- 
ment is made there will be retaliation 
in the sense that American isolation will 
be reinforced and there will be a serious 
diminution if not a complete cessation 
of such material support as America 
now gives to Great Britain and France. 

In that case I think warning will be 
enough. Also, argument can be made 
to prove to the British that in the end 
they have more to lose than to gain 
from the immediate benefit of Japanese 
adherence. If Great Britain can con- 
quer Germany and Russia only by or 
partly by the alliance of Japan in the 
East, then by definition, Russia being 
defeated, Japan has Siberia, and, the 
price having been China, Japan has Si- 
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beria and China; and if Japan has 
Siberia and China, need one have done 
anything more than read one history 
book in the world to know what will 
happen to all other Eastern territory? 
Need one have read more than one his- 
tory book to know that then Great Brit- 
ain will have eliminated at least for a 
time the German menace and have 
raised another menace? From the point 
of view of cold power politics, by which 
alone decisions may be taken, a British 
alliance with Japan would be to Great 
Britain’s detriment. 


ENDING TURMOIL IN THE Far East 


That immediate danger being re- 
moved, we can proceed to what I be- 
lieve to be our main purpose in the Far 
East, which is a settlement that will not 
keep that area in recurrent, if not 
chronic, turmoil. It has been in tur- 
moil for at least seventy-five years; and 
for at least the last twenty-five years, 
the United States has been very directly 
involved in that turmoil, sometimes se- 
riously, sometimes dangerously. Never 
mind whether America should or should 
not have been involved. We live in 
a time when what might have been 
is utterly irrelevant. The fact is that 
we have been so involved. 

I have said, a settlement which will 
not keep the Far East in turmoil. What 
are the present conditions of such a set- 
tlement? The first and most immediate 
is the frustration of Japan. The sec- 
ond is the independence of China. I 
do not mean independence from Japan 
alone, but independence from all na- 
tions, whether empires or not; inde- 
pendence in the American, British, and 
French sense. J mean full sovereignty 
and equality; in other words, with- 
drawal of foreign troops, withdrawal of 
foreign concessions, withdrawal of ev- 
erything that distinguishes China from 
any other sovereign and independent 


country. 


POSITIVE AMERICAN ACTION IN THE Far East 


IF Japan SHOULD CONTROL CHINA 


Now then, if Japan should get con- 
trol of China by winning this war, there 
would be two consequences. The first 
would be the creation of an overween- 
ing, almost unprecedented imperialist 
power in full stride of success and with- 
out any potential immediate resistance 
except immediate war. Do you think 
from anything you have read about 
world politics anywhere or at any time 
that a nation that has just consum- 
mated one step in aggression without 
even serious challenge and that has 
fields ripe for further exploitation will 
then subside? Certainly one cannot 
believe that if one knows anything 
about Japanese history or contemporary 
thought or feeling, or anything of the 
structure, the content, the spirit of its 
dominant or ruling class, the military 
class. 

The second consequence would be the 
monopoly of all economic activity and 
enterprise by one military, totalitarian, 
at least quasi-fascist, autarchic bloc, 
and the exclusion, for all practical pur- 
poses, of all other countries from all 
economic enterprise in Eastern Asia. 
Now one word at this point. Let no 
one tell you any romantic fairy tales 
about Japanese liberals’ getting control 
of their army. There are genuine, sin- 
cere Japanese liberals who would like 
to get control of their army, but they 
are powerless. Almost all the Japanese 
liberals of whom one hears are Japanese 
liberals by profession, their activity be- 
ing directed wholly to the purpose of 
fuddling foreigners of good will. Japan, 
in short, would proceed to the mastery 
of the Eastern World. 

In that event, there is only one of two 
things to be done by the United States; 
the choice is restricted to those two. 
One is to construct a great, powerful 
navy, a two-ocean navy, the biggest 
navy any country has ever had; for 
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there will be a crisis in Europe, no mat- 
ter what happens, which will require a 
big naval and aerial establishment in 
the Atlantic, and there will most cer- 
tainly be one in the Pacifc. Again, 
when you have a great, overwhelming 
military power in full stride of success 
at one side of an ocean and another one 
arming itself to the teeth on the other 
side, do you have to read many books 
to know what happens? 


AMERICA’S CHOICE 


Either there must be preparation by 
America to take up the Japanese chal- 
lenge or there must be complete with- 
drawal by America from the Pacific, at 
least back to Hawaii—a political and 
economic retreat—and a complete re- 
nunciation of any hope of economic en- 
terprise in one of the greatest markets, 
indeed the greatest undeveloped mar- 
ket, left in the world. Which do you 
think we will do—without regard to 
what we ought to do? 

If the world were inhabited by be- 
ings without memory or emotion, it is 
quite likely that it could be intellec- 
tually demonstrated that it would be 
better to withdraw and that we would 
withdraw. Perhaps unfortunately, the 
race or species is so endowed that it 
has both memory and emotions, and 
those two are, more often than not, 
determinant of its acts. For one thing, 
in considering withdrawal, we are far 
too committed as a country in the Pa- 
cific by habit, by past actions which no 
poweriul people likes to undo, because 
implicit is the admission of past error. 
We have given too many hostages in 
the past. There is too much momen- 
tum. Furthermore, withdrawal is too 
expensive. 

Now, abstractly considered, it is un- 
doubtedly true that it is prodigal folly, 
it is sadism, it is blindness and insanity, 
to squander the youth of any people ın 
order to safeguard economic opportu- 


118 


nity. I believe it to be demonstrable 
that other measures could be taken by 
way of economic reorganization at home 
so that it would not be necessary to do 
so; but there is little chance of eco- 
nomic reorganization before the whole 
tragic play of forces now in motion has 
come to a climax. I believe, then, that 
America will not withdraw. I believe 
that it will contest by all the traditions 
of international politics, by all the pres- 
sures of the past and of the present and 
the increasing pressures of the future. 

Now what, in the long run, can we 
say? From all that we know of Far 
Eastern history, of Far Eastern world 
politics, of the whole course of history 
since the Napoleonic Wars, we know 
that there is little or no prospect of 
peace when there is a weak and rich and 
contested area. We know, then, that 
there is no prospect of peace if China 
remains a prize to be fought over. 
There must be struggle between the 
Chinese and whatever nation aspires to 
conquer China. And there must be 
struggle among the various aspirants to 
control over China. Either the Far 
Eastern struggle will be ended because 
all contestants for domination over 
China are eliminated, or they must fight 
it out; and it may be ventured that the 
two main contenders will be Japan and 
the United States. I do not believe that 
the United States can keep out of that 
struggle if it comes. 
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OPPORTUNITY FOR PREVENTION 


A sequence like this, whether it be 
in Europe now at a climax or in the 
East on the way to climax, cannot be 
dealt with after it has proceeded beyond 
a certain stage. It must be prevented 
at the beginning, or it works its tragic 
course. The European war does give 
an opportunity to prevent it in the Far 
East. The Japanese have not won and 
they are not near winning; they cannot 
win in the immediate future. If only 
we can keep the Chinese resisting or, 
conversely, keep the Japanese from 
consummating a victory until the Eu- 
ropean war is over, then, no matter 
what general settlement there may be, 
there will be at least an opportunity to 
redress, or at least to strike a poise in 
all contemporary conflicts, the Far East 
included. 

If there is such an attempt, the terms 
of the settlement must include first the 
elimination of Japan from China, in 
order to avoid a hundred years of con- 
flict for mastery of China. The settle- 
ment must bring about the abstraction 
of the whole Far East from the arena 
of conflict by establishing the full, af- 
firmative sovereignty of China. Once 
Japan has been compelled to evacuate 
China, the settlement must provide re- 
dress of such economic disabilities as 
Japan now suffers from by virtue of 
Western trade barriers. 
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Neutrality in the Chinese-Japanese War 
By W. R. CASTLE 


EFORE a government takes any 
specific action in an international 
dispute, it should be certain that it has 
the correct answers to at least two spe- 
cific questions. These are: Do we fully 
understand the circumstances which ap- 
pear to make action necessary? Will 
the action, if taken, accomplish the pur- 
pose intended? 

The bald facts of the situation in the 
Far East at the moment are these: Ja- 
pan began to fight against the Chinese 
some three years ago in retaliation for 
a minor attack on Japanese troops near 
Peiping. Instead of merely punishing 
the Chinese locally for this local attack, 
Japanese troops began to march against 
all parts of China. Thus, what ought 
to have been merely a local engagement 
became a huge, although undeclared, 
war. What is more, this war has been 
carried on with little regard for humani- 
tarian principles, It has resulted in 
the death of millions of Chinese and 
certainly of hundreds of thousands of 
Japanese. The end is not yet surely 
visible. Many people in this country 
hold the United States guilty for the 
Chinese casualties because, as they put 
the matter, we have sold to Japan a 
large part of the oil which has flown 
Japanese planes, and a large part of 
the scrap iron which, made into bombs 
and dropped from the air, has slaugh- 
tered civilian Chinese as well as Chinese 
soldiers. 


A CONSISTENT VIEW 


That is the picture. The facts can- 
not be disputed. But when we turn to 
the interpretation of these facts, try to 
get the background which explains 
them, we are no longer sailing before 
the wind. We find that we must chart 
our course, and that this can be done 


with some hope of success only through 
the exercise of reason. If we are honest 
with ourselves, most of us will admit 
that we have hitherto been trying to 
do it through our emotions. These 
emotions, which are in themselves 
wholly laudable, tell us that because 
Japan has invaded China and because 
the Japanese Army, in its advance, has 
behaved in a reprehensible manner, it 
is our duty to defend China and punish 
the Japanese. 

If this argument is valid, we should 
have defended Finland and punished 
the Russians; we should have defended 
Poland and punished both the Germans 
and the Russians; we should have taken 
up the cudgels for Czechoslovakia and 
punished the Germans, the Poles, and 
the Hungarians, since all of them seized 
pieces of Czech territory. In other 
words, if we tried to be consistent we 
should find ourselves involved in every 
dispute that occurred in any part of 
the world, especially if a small or weak 
nation was being put upon. The friends 
of tocay might well be the enemies of 
tomorrow. I am afraid the lot of a 
world policeman would be a sad one. 
If we interfered in all directions, we 
should soon have the world against us. 

We know that the Japanese have 
moved into China, but we do not know, 
as we deceive ourselves into thinking we 
do, that their reason was mere wanton 
lust for conquest. We sneer when Jap- 
anese spokesmen tell us that the “China 
incident” occurred only because it is an 
essential step in bringing about “a new 
order in East Asia.” But have we the 
right to sneer at something which we 
do not understand, something which is 
earnestly and solemnly believed by a 
majority of the Japanese people? 

When American troops moved against 
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Mexico a hundred years ago, when, as 
a result of the war, we took over New 
Mexico and Arizona and California, the 
majority of the American people be- 
lieved that we were doing a beneficent 
work, It has turned out that we un- 
doubtedly were doing what was best for 
the Western Hemisphere, but the man- 
ner of doing it looked pretty callous and 
cruel, even to some Americans of the 
time; and the perspective of history 
adds no luster. Foreigners, however, 
had no right to condemn the idealistic 
enthusiasm of the mass of Americans, 
and we of today have no right to cor- 
demn the equally idealistic enthusiasm 
of the mass of the Japanese. We cry 
out against Japanese “imperialism,” but 
we condone similar advances when 
made by our friends or by ourselves. 
We ought to try, at least, to look at a 
situation from the point of view of the 
actor in that situation. Japan probably 
discounted our protestations of virtue 
when we took over the Philippines—but 
it did not threaten a break in trade re- 
lations as a punishment. 


Bases oF Our PARTISANSHIP 


We in this country are generally 
inclined to be for the underdog, what- 
ever its characteristics may be. It was 
this sentimentality that made us so vo- 
ciferously on the side of Japan at the 
time of the Russo-Japanese war, even 
though many of us felt that Japan was 
responsible for the outbreak of that 
war. China is the underdog today, al- 
though the Chinese millions far out- 
number the Russian millions. But they 
are unorganized and lacking in more 
than local patriotism, and this gives lit- 
tle Japan, with its intense patriotism 
and splendid organization, its over- 
whelming advantage. 

Another reason for our intense perti- 
sanship is that the Japanese Army has 
advanced ruthlessly, leaving a trail 
marked by ruined cities bombed from 
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the air, by almost desert areas where 
the peasants have been driven from 
their homes, by atrocities which oc- 
curred when the Japanese troops got 
out of hand, as they did when they took 
Nanking. There is nothing more hor- 
rible than bombing from the air, be- 
cause it means the death of innocent 
women and children. But remember 
that the Japanese bombing in China has 
been no worse than the German bomb- 
ing in Poland and far less terrible than 
the Russian bombing in Finland. Re- 
member also that the nations assembled 
year after year in Geneva to study re- 
duction of armament could never reach 
agreement on this subject. Even good 
Christian nations do not seem ready to 
give up a national advantage for the 
sake of humanity. 

As to the lack of discipline in the 
Japanese Army, this seems to me in the 
long run far more serious for Japan 
than for China. One of the fine quali- 
ties of the Japanese soldier has always 
been his obedience, his orderliness, his 
submergence of self in his devotion to 
the cause of his country. Much of this 
seems to have been lost in the China 
campaign. The soldier, it is to be 
feared, has learned from his own officers 
to flout discipline. If this demoraliza- 
tion continues, it will mean that Japan 
will face revolution after the war, and 
may well lose its own soul. 

Lastly, we are told that since Japan 
has broken the Nine-Power Treaty, 
which purported to safeguard the terri- 
torial and administrative integrity of 
China, the United States must fight, if 
necessary, to maintain the terms of the 
treaty. It is solemnly pointed out that 
unless there is respect for international 
engagements, the fabric of society must 
crumble. But it is not pointed out that 
in this particular treaty no one nation 
among the signatories was selected to 
insure the enforcement of the terms, or 
that the treaty is in reality only a state- 


NEUTRALITY IN THE CHINESE-JAPANESE WAR 


ment of principles, with no method of 
enforcement signified. 


UNITED Action IMPOSSIBLE 


Certainly there is no reason why the 
United States alone should be selected 
to enforce the principles of a treaty 
when these principles can be enforced, 
if at al, only by united action which, 
under the circumstances of the world 
today, is obviously impossible. The 
destruction of the treaty really occurred 
when Japan took Manchuria away from 
China and made it a more or less inde- 
pendent state. The signatories of the 
Nine-Power Treaty would not act then; 
they are far less likely to take action 
now when a war is going on in Europe, 
a war in which the more important sig- 
natories are actually engaged, and one 
which rages against the shores of the 
others. 

That point about the impossibility of 
common action was brought out before 
one of the most earnest advocates of an 
embargo on American trade with Ja- 
pan. His immediate reaction was in a 
question which he, to himself at least, 
answered affirmatively. “Then, if the 
others can do nothing, don’t you realize 
that the United States must?” Noth- 
ing could be more disastrous than a glib 
answer to such a question. Not only 
the United States, not only China and 
Japan, are likely to be profoundly af- 
fected by direct action on our part. It 
might well turn the entire course of 
the war in Europe. Most thoughtful 
men would say, therefore, that the an- 
swer should be in the negative even if 
only what the President calls “actions 
short of war” are concerned. “Are you 
then unwilling to help the Chinese?” is 
the immediate cry—a wholly unfair cry, 
as I shall try to show. In fact, it often 
seems that the proponents of an em- 
bargo on trade with Japan have rather 
lost sight of China in their eagerness to 
hurt Japan. 
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INEFFECTIVENESS OF EMBARGO 


If an embargo on trade with Japan 
would not endanger the United States; 
if it would not jeopardize the chances 
of success in the war of our natural 
friends, the British and the French; if 
such an embargo would stop the 
Chinese-Japanese war; if it would put 
an end to the spirit of aggressive mili- 
tarism in Japan; if it would give China 
a chance to go forward as a wholly inde- 
pendent and democratic nation—under 
all these circumstances there is nə doubt 
that the majority of Americans would 
vote for an embargo. Unfortunately 
there is no reason to believe that it 
would have any of these posizive effects, 
and there is every reason to believe that 
it would be dangerous to the United 
States and the Allies. 

Let us take first the positive points, 
remembering that we have passed from 
the realm of fact into that of theory and 
speculation. An embargo on the sale of 
war materials would not stop the war 
with China. This seems almost too ab- 
surd to discuss. Japan has not been 
idle since there appeared to be some 
danger of an embargo. It has made 
arrangements, we may be quite sure, to 
get all the oil it needs from Mexico and 
the Dutch East Indies. I reminded one 
of the Japanese who told me this that 
the Mexican oil would be stolen oil; 
but he said that as we had dane nothing 
about it, he did not see why Japan 
should worry. Stocks of scrap iron in 
Japan are said to be adequate to con- 
tinue the war for some time; and we 
must remember that Japan does not ex- 
pect the war to continue for any length 
of time. As it is, we are selling neither 
finished war materials nor airplanes. 
An embargo would undoubtedly incon- 
venience Japan, but that is all. It 
would, on the other hand, mean the end 
for very many years of all Japanese- 
American trade; and most people for- 
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get that for us this trade is exceeded 
only by that with Great Britain and 
Canada. It has always been many 
times the amount of our trade with 
China. Cessation of trade would cause 
great suffering among those in Japan 
who raise silk, but no more than among 
those of our own people who raise 
cotton. 

In other words, an embargo against 
Japan would have little effect on the 
war, but would alienate the two coun- 
tries because it would disrupt all normal 
relationships. It would deeply offend 
Japan. It would not destroy the spirit 
of aggressive militarism in that country. 
On the contrary, it would tend to build 
up the diminishing power and prestige 
of the army. I admit that these asser- 
tions cannot be mathematically proved, 
but human nature, it is well known, 
often shows its resentment at outside 
interference by becoming more than 
ever intransigent, by supporting eagerly 
the very thing which annoys the out- 
sider. 


Sources OF AMERICAN THOUGHT 


The people who claim that an em- 
bargo would diminish or put an end to 
militarism in Japan are generally Amer- 
icans who live or have lived in China 
and can see conditions in Japan hardly 
as well as we can see them here. Many 
American business men living in China, 
however, see the dangers, to them and 
to China, in irritating Japan. On the 
other hand, Americans living in Japan 
see the reverse of the picture. They 
write of the gradual growth of the power 
of the admirable civilian groups in the 
Government as the people become more 
and more out of sympathy with the 
army, and they pray that America may 
not be the nation to destroy the good 
which is being quietly accomplished in 
a multitude of ways. 

Personally, I should prefer to rely on 
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the well-nigh unanimous opinion of ob- 
servers in Japan as to the probable ef- 
fect of this or that measure on the Jap- 
anese, exactly as I should rely on the 
opinions of observers living in China as 
to what might happen to the Chinese. 
More Americans than you think get 
their ideas as to what is happening in 
the Orient entirely from missionary 
sources. Far be it from me to say any- 
thing against that admirable company 
of evangelists—except when they set 
up as advisers on political questions. 
The pro-Japanese attitude of most of 
the American missionaries in Japan is 
as unrealistic as is the pro-Chinese atti- 
tude of the missionaries in China. And 
do not forget that we send several times 
as many missionaries to China as we do 
to Japan, and that their influence on 
American thought is consequently far 
more widespread. 

If what I have said is true, as I be- 
lieve it to be, you will see that drastic 
action by us against Japan would not 
increase the chance that China might 
go forward as a free and democratic na- 
tion. Chiang Kai-shek is no Bolshevik, 
because he believes too firmly in the 
right of private property—he is a rich 
man himself, as his wife is a rich 
woman; but he is at present bound to 
the Soviet Union, which has furnished 
him his war supplies and, after his kid- 
naping, must have forced him to make 
virtual alliance with Moscow. True, he 
would break that alliance if it served his 
purpose, since the Chinese have little 
respect for contracts. As I look back 
over my years in the Department of 
State, I find that a large part of our 
troubles came from the Chinese. Chiang 
Kai-shek would not break his agree- 
ment with the Soviet Union merely in 
order to set China on the highroad of 
progress, although most of you believe 
just this, because you have long been 
subjected to the most intense and the 
most effective propaganda with which 
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the United States has been deluged in 
years. 


JAPANESE VIRTUES 


Let me give you a few facts about 
the Japanese from which you can draw 
your own conclusions. Although re- 
served and sometimes suspicious of for- 
eigners and seldom as charming to meet 
as are the Chinese, the Japanese have 
great admiration for foreign ways and 
seek to emulate them; they have al- 
ready built many Western cities and 
have adopted Western methods and 
even, unfortunately, Western clothes. 
(The fact that they were altogether -too 
apt pupils is one of the main reasons 
why the world has turned against 
them.) They are among the most pro- 
gressive people in matters of public 
health, in hygiene, in sanitation. They 
are training hundreds of doctors, nurses, 
and public health officials to fight the 
scourge of contagious diseases which 
have periodically decimated China. 
Japanese children are wonderfully cared 
for and are loved by their families as 
are American children. Japan many 
years ago forced us and the rest to give 
up extraterritoriality by developing 
such an excellent system of justice that 
foreigners might expect to be treated as 
fairly as the Japanese themselves, 
whereas in China we are compelled to 
keep our extraterritorial rights. All 
stories to the contrary—and you never 
hear such stories from American busi- 
ness men in Japan—the Japanese are a 
splendidly honest people in financial 
matters. Of course, there are excep- 
tions to this picture. There are dis- 
honest men in Japan as well as else- 
where. 

And another significant fact. Japan 
wrested Manchuria from Chinese con- 
trol. Manchuria was a huge land over- 
run by bandits, with immense resources 
largely undeveloped, with a population 
living from hand to mouth and always 
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fearful of losing what little it had to 
the rapacity of the bandits, or of the 
superbandit who was warlord of the 
region. In a few years of quasi-inde- 
pendence under Japanese tutelage, 
Manchuria has gone a long way on the 
road toward prosperity and security. 
The bandits have been almost entirely 
destroyed or driven under cover. The 
population has been increased by hun- 
dreds of thousands of Chinese who have 
crossed the border from China to this 
land of comparative safety. The cities 
have been cleaned up. A great new 
medical school, said to be one of the 
largest anywhere, has been built, where 
Koreans and Manchurians are being 
trained to go out and fight disease and 
to teach people how to live. Even with 
the United States, which has never rec- 
ognized the new state, trade has more 
than trebled since the connection with 
China was severed. I wonder how 
many of the inhabitants of Manchukuo 
would willingly exchange the conditions 
of the present for those of the past. Af- 
ter all, these things are facts and seem 
to me more important than propaganda. 
At the very least, we ought to think 
about them, not dismiss them because 
they fail to be exciting. 


Exsparco Micat Leap to War 


Now a word about what I called the 
dangers of an embargo. Of course, an 
embargo would not cause Japan imme- 
diately to declare war on the United 
States. Although an embargo is prac- 
tically a war measure, Japan cannot af- 
ford to go to war with us, and, above 
all, does not want to go to war with us. 
Japan wants us as a friend. But this 
does not mean that we should neces- 
sarily refrain from going to war with 
Japan. If wild men, in or out of the 
Japanese Army, in retaliation for what 
they would consider an unforgivable in- 
sult, should destroy American ships and 
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therewith American lives, or American 
lives and property in Japan or, inten- 
tionally, in China, there would be se- 
rious danger that we might go to war 
without waiting for any Japanese dec- 
laration. And this is all the more likely 
since the various committees organized 
ostensibly for the relief of China, but, 
judging from their activities, primarily 
for propaganda against Japan, have al- 
ready created in this country an intense 
anti-Japanese sentiment which might 
easily burst into flame. 

Of what use to China would be an 
American-Japanese war? An embargo 
leading toward war, and certainly war 
itself, would instantly result in the ab- 
solute closing by Japan of the Chinese 
ports. Communication between China 
and the Western World would be prac- 
tically at an end. We could do nothing 
to prevent this. Behind the wall of 
silence which would follow the closing 
of the ports, Japan and Soviet Russia 
would settle their spheres of influence, 
and when eventually the ports were 
again opened there would be no longer 
any independent China to be aided or 
protected. To attack Japan in her own 
waters, so I am told by navy men, we 
should have to double the size of our 
fleet. (I might say parenthetically that 
Japan could never grasp the point about 
naval ratios during all the endless dis- 
cussions that went on here, in Geneva, 
and in London. The United States in 
asking for a 5-3 ratio never thought of 
dominating Japan, but, as we have two 
coasts to defend, wanted to be on a 
par.) 

All this means that a war with Japan 
would be horribly expensive and long 
drawn out. And at the end, what good 
would it have done? Thai is a ques- 
tion each can answer as he sees fit. 
The only sure thing is that China, for 
which the war would have been fought, 
would no longer exist as an independent 
nation. 
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EFFECT ON EUROPE 


The supreme danger of drastic ac- 
tion on our part, it seems to me, is that 
it would in all probability drive Japan 
into the arms of the totalitarian powers. 
This is a danger recognized by all, ap- 
parently, except violent anti-Japanese 
propagandists. It is a danger keenly 
recognized by England and France, by 
all Americans living in Japan, and by 
some in China. It is recognized by our 
own Department of State. Aside from 
the proponents of the idea in this coun- 
try, the only people eager to have us 
declare an embargo against Japan are 
the Germans. Only a few weeks ago, 
an American who has lived for years in 
Germany and was here merely on a 
business trip said: “The German Gov- 
ernment is eagerly anticipating Ameri- 
can action against Japan in the form 
of an embargo. Why do you keep them 
waiting?” 

Of course the Germans understand 
what it would mean to have Japan defi- 
nitely on their side. The immediate re- 
sult would be the loss of Hong Kong 
and Singapore to the British unless the 
British fleet were divided, part going to 
the Far East. And if this were done, 
what would happen in Europe? Not 
being a member of the American Gov- 
ernment, I can say freely that I want 
the Allies to win this war and that I 
deeply resent any action which will as- 
sist their enemies. You can say if you 
will that an embargo on Japan would 
not produce this effect. I cannot prove 
that it would, but neither can anyone 
prove that it would not—and the people 
who have studied the situation most 
earnestly consider the danger great. 

This is no time to be trying experi- 
ments in international affairs. It is no 
time for an emotional approach to the 
great issues of the day. We must think 
things through. We must refuse to be 
stampeded by propaganda into action 
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the result of which we cannot foresee. 
We must not jump to conclusions and 
then express those conclusions in a man- 
ner which will be sure to irritate and 
may also tie our hands for the future. 


NONRECOGNITION 


Take, for example, the case of the 
Wang Ching-wei government, inaugu- 
rated in Nanking. There was no reason 
in the world for the Department of 
State immediately to issue a sharp state- 
ment denying recognition. Of course, 
the American Government was right in 
not according recognition—but why 
talk about it? We have long since 
recognized the Chiang Kai-shek gov- 
ernment, and it would not only be most 
unfriendly but contrary to international 
law to withdraw recognition while that 
government is supported by a substan- 
tial part of the Chinese people. But re- 
member that there is no great national 
feeling in China, the majority of the 
Chinese people being only locally patri- 
otic. What these people want is peace 
and security and enough to live on. 
They have not idealized Chiang Kai- 
shek as we have in America; if they see 
a better chance to secure these benefits 
under Wang, they will probably drop 
Chiang Kai-shek without a word of re- 
gret. 

If Wang, who after all has had a dis- 
tinguished career and is a fine and pro- 
gressive man, should prove himself a 
mere puppet, should prove that, like 
any other warlord, he is thinking only 
of himself, his government will not last 
and we shall be glad we did not recog- 
nize him. Remember, however, that he 
is now the ruler over vast areas, includ- 
ing the richest parts of China. If his 
government should be initially success- 
ful, if Japanese troops are gradually 
withdrawn, if a new peace and pros- 
perity dawns in the Yangtze Valley, 
especially ii Wang and Chiang Kai-shek 
unite for peace, the Chinese will rally to 
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Nanking in such numbers that it will 
be the Government of China, no matter 
how much we growl about it. 

Yet already most of you have de- 
cided to despise the government of 
Wang Ching-wei. Why? Because the 
headlines in the press call it a “puppet 
government.” You accept the phrase 
without any attempt at analysis of the 
meaning. You hear it said that Wang 
Ching-wei is a traitor. But what is 
your definition of the word ‘traitor’? 
If a citizen of a country profoundly be- 
lieves that the head of the state is lead- 
ing it to ruin, is he necessarily a traitor 
if he tries to change the head of the 
state? The Republicans and certain 
Democrats, I understand, are dissatis- 
fied with the present conduct of the 
American Government and are shortly 
going to try to replace Mr. Roosevelt. 
It would be pretty drastic to call them 
all traitors. This is an exaggerated and 
inaccurate illustration, used only to pro- 
voke thought. 

Even when there is a revolution—and 
that has not happened this year in 
China—we must be cynical enough to 
admit that those who win are zenerally 
considered as the patriots, and those 
who lose are often called traitors. Wang 
Ching-wei hates Communism and be- 
lieves Chiang Kai-shek to be dominated 
by the Soviet Union. He did not break 
with him until after the kidnaping epi- 
sode. He believes that it would be bet- 
ter for China to come to terms with 
Japan than to become a state under the 
direction of Moscow, and that is what 
he sees in the distance. This does not 
mean that he is a traitor, nor does it 
necessarily mean that he has “sold out 
to Japan,” as the propaganda phrase 
goes. In fact, it looks as if Wang may 
have driven a hard bargain with the 
Japanese. If he had been amenable, he 
would have been installed long ago. 

We are unrealistic, as the Depart- 
ment of State was in its sharply worded 
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refusal to recognize the new govern- 
ment, when we judge Oriental morals 
by Western standards. As time passes 
we may have to revise our ideas, and 
the American Government may have to 
eat its words. I should like to see a 
wholly independent China, but if the 
country must be under a foreign influ- 
ence, I, as an American, should prefer 
Tokyo to Moscow. 


An AMERICAN VIEWPOINT 

Many of you will say that in all this 
I am pro-Japanese. This is not true. 
I am trying to look at the picture solely 
as an American, thinking only of what 
may be best for this country. I do not 
want to see the Government of the 
United States become an international 
busybody. We can do more for the 
world through friendliness than through 
condemnation. We can and should give 
of our money and our time and our ef- 
fort to help the suffering Chinese, as 
well as the growing band of sufferers 
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abroad. But this does not mean that 
we must ignore the faults of the Chinese 
and paint the Japanese blacker than the 
truth. 

We have to admit that Japan, with 
all its faults and militancy and over- 
confidence, is the most progressive na- 
tion in the Far East; that it is bound to 
play a great part in the future of the 
world. We can influence Japan along 
the lines which we believe to be impor- . 
tant and-right only through understand- 
ing friendship. We must try now to 
assist the forces of peace and good will. 
We must not play into the hands of the 
military, must not give them a chance 
to say when the war is over, “We could 
have won hands down, except that the 
United States interfered.” This would 
not be true even if we should vote an 
embargo, but it would be plausible and 
it would turn the entire Japanese nation 
against us. Let us not be punitive, but, 
rather, constructive. That is the best 
interpretation of our Christianity. 


William R. Castle, LL.D., D.C.L., Washington, 
D. C., was Under Secretary of the United States from 
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of State in 1927; was chief of the Division of Western 
European Affairs from 1921 to 1927; and served as 
Ambassador to Japan during the period of the Naval 
Arms Conference in London, 1930. 


The New Orientation of the Western Hemisphere 


By STEPHEN DUGGAN 


HAT is happening on the West- 

ern Hemisphere today could not 
have happened a decade ago. The 
Monroe Doctrine is the basis today for 
the international relations of all the 
American republics. But as late as 
August 30, 1923, it was stated by no 
other than Secretary of State Hughes, 
now Chief Justice Hughes, as a princi- 
ple of defense of the United States, 
which, he said, “reserved to itself its 
definition, its interpretation, and its ap- 
plication.” 

That seemed to the Latin American 
nations something which might have 
a great deal to do not only with their 
foreign policy but also with their do- 
mestic affairs. And because of the ac- 
tions of the United States in the Carib- 
bean and because of the unilateral 
interpretation of the Monroe Doctrine 
just mentioned, the Latin American na- 
tions regarded the Doctrine and the 
United States with suspicion and dis- 
trust. That suspicion and distrust 
lasted down into the Hoover Admin- 
istration, when Americans generally and 
the State Department particularly, be- 
came alarmed at the resentment and 
distrust and modified the policy of the 
United States towards Latin America 
in the direction of conciliation. But 
the Latin Americans waited for some- 
thing more positive on the part of the 
American Government before that re- 
sentment and suspicion should be re- 
moved. This came with the statement 
of the Good Neighbor Policy by Mr. 
Roosevelt. 


Tue Goop NEIGHBOR PoLicy 
The Good Neighbor Policy is a phi- 
losophy of state life which envisages a 
respect for international law and treat- 
ies, for the independence and sove- 
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reignty of every state, big and small, 
and for the conduct of international 
relations by the peoples of this hemi- 
sphere on the basis of mutual trust and 
good will. When Mr. Roosevelt pro- 
nounced the Good Neighbor Policy he 
specifically stated that a nation which 
sent troops across the boundaries of 
another nation was to be regarded as 
the aggressor. That was the thing 
which gave most hope for peaceful re- 
lations between the Latin American 
countries and ourselves, for the simple 
reason that it was we who had crossed 
boundaries and intervened in the affairs 
of other peoples. Moreover, that this 
was not merely a lip service to the Good 
Neighbor Policy was made evident by 
what the United States did. Shortly 
afterward it abrogated the Platt Amend- 
ment, making Cuba really free, and 
shortly after that it made a treaty with 
Panama removing some of the restric- 
tions on the freedom of action of Pan- 
ama, which also gave evidence of the 
real desire to maintain relations with 
the Latin American states on a prin- 
ciple of equality and not of domination. 

The Good Neighbor Policy was ex- 
pressed by Mr. Roosevelt, and has since 
been expressed by Mr. Hull, in general 
terms; and general terms permit of a 
good deal of difference of interpretation. 
The value of the Good Neighbor Policy 
would be determined by its application 
to specific instances. It is unnecessary 
to consider the instances in which such 
application has resulted in good, but we 
want to consider those which have not 
been successful. 

Time does not permit a full discus- 
sion of this aspect of the Good Neigh- 
bor Policy, but I shall devote myself 
to one specific instance which has 
brought the policy into controversy. 
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This is the attempt on the part of the 
State Department, acting under the Re- 
ciprocal Trade Agreements Act of 1934, 
to organize a trade pact with Argentina 
and Uruguay similar to those already 
made with other foreign countries. In 
accordance with the Reciprocal Trade 
Agreements Act, a trade pact with a 
foreign country need not be submitted 
to the Senate for ratification. The act 
permits by administrative action a tariff 
reduction on articles up to 50 per cent, 
and it has enabled the State Depart- 
ment to correct some of the worst evils 
of the Smoot-Hawley tariff. 


Proposep TRADE Pact WITH ARGEN- 
TINA AND URUGUAY 


In applying the reciprocal trade pro- 
gram to Argentiną and Uruguay the 
State Department was confronted by 
almost insuperable obstacles. Those 
nations are primarily agricultural in 
their economy. They raise wheat and 
cattle. They can exist only by selling 
those products to foreign countries. 
Our farmers insist that American farms 
can wholly supply the home market 
with wheat and meat, and they object 
to competition from Argentina and Uru- 
guay. Not only did our high tariff on 
her commodities give offense to Argen- 
tina, but also the exclusion of her beef 
shipments for sanitary reasons of very 
doubtful accuracy. Until recent years 
we sold twice as much to Argentina as 
we bought from her. Obviously, if a 
foreign country cannot sell goods here 
it has no way to obtain foreign exchange 
to buy American goods. 

The economic relations between 
Great Britain and Argentina are en- 
tirely different. Great Britain does not 
raise a quarter of the wheat and the 
meat needed for the sustenance of her 
population. Argentina and Uruguay 
found a good market for their products 
in Great Britain and also in Germany. 
Under the slogan which the Argentines 
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adopted—“Buy from those who buy 
from us”—and by the pursuit of autar- 
chic devices, there was until the begin- 
ning of the war a pretty steady decline 
in our exports to Argentina and Uru- 
guay and a transfer of the lost trade to 
other countries, especially Great Brit- 
ain. In fact, it was the desire of the 
Argentine Government to balance im- 
ports from the United States by exports 
to the United States. 

Nevertheless, despite the unpromising 
outlook, the State Department deter- 
mined to make a trade pact with Argen- 
tina if it was possible, and it began 
negotiations early in the fall of 1939. 
Even before the negotiations com- 
menced, there had been a controversy 
in Congress over the purchase for our 
army of Argentine canned beef, which 
had aroused much resentment there. It 
was evident that the State Department 
would imperil the extension of the Re- 
ciprocal Trade Agreements Act, which 
was to have expired in June 1940, if 
negotiations were continued; so they 
were dropped. But a trade pact with 
the United States was very popular with 
Argentine business men, whose custom- 
ers prefer many American commodities 
even if they cost more. It was neces- 
sary, therefore, for the Argentine Gov- 
ernment to justify its position before its 
people. It published a statement to the 
effect that Argentina had offered very 
substantial reductions in her tariff rates 
upon American products provided the 
American Government would make 
equivalent concessions, but the Ameri- 
can reductions had not been forthcom- 
ing. 

To the Argentine citizen, the failure 
of the negotiations indicated a recalci- 
trancy in commercial relations under 
our protective tariff similar to what had 
formerly existed in our political rela- 
tions under the Monroe Doctrine. It is 
a question to what extent Argentina 
could have carried out her proposed 
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agreement. She was under British 
pressure to see that any trade pact with 
the United States should not injure her 
agreement with Great Britain. For- 
tunately, the Good Neighbor Policy has 
developed amicable relations with Ar- 
gentina of sufficient strength so that the 
breakdown of the trade-pact negotia- 
tions had no political effect. In fact, 
it may reasonably be expected that the 
negotiations will be resumed. 


Various DIFFICULTIES 


I might take a great deal of time in 
discussing other problems which affect 
the Good Neighbor Policy. In the first 
place, there are political difficulties. 
Argentina is jealous of the United 
States. Argentina naturally looks to 
Europe, for the reasons already men- 
tioned. She looks upon herself as the 
protagonist of the whole Latin Ameri- 
can world towards the rest of the world, 
and particularly as against the United 
States. She has determined to prevent, 
as far as she can, the United States from 
spreading its domination or even its in- 
fluence over the southern continent. 
But although Argentina looks forward 
to becoming the protagonist of Latin 
American interest, other Latin Ameri- 
can countries are not willing to accept 
that position on the part of Argentina. 
However, in the pan-American confer- 
ences during this administration, at 
Montevideo, at Buenos Aires, and at 
Lima, Argentina was always ready with 
resolutions and actions to prevent the 
realization of an American attempt to 
organize peace patterns on this hemi- 
sphere. 

Then there are spiritual difficulties. 
We North Americans, when an idea is 
presented, ask “Does it work?” In 
other words, we are pragmatists. The 
Latin Americans are not pragmatists 
but traditionalists. When an idea is 
presented to them, they ask “Is it in 
conformity with our views of life? 


129 


Why should we change?” ‘That creates 
difficulties. It must not be forgotten, 
moreover, that the women of Latin 
America view our civilization with great 
doubt as to its value because cf whet 
they have seen of our mode of life in 
the “movies,” most of which are Ameri- 
can “movies.” They regard us as bav- 
ing allowed a breakdown of family life 
and a freedom in the relations of the 
sexes, particularly among the young, 
which is undesirable. 

The person most highly respected in 
our civilization is the business men. In 
Latin America it is not the business 
man, it is the scholar. Our people are 
constantly talking to the Latin Ameri- 
cans of democracy. But democracy 
does not mean the same thing to the 
Latin Americans that it does to us. To 
them, democracy means republican gov- 
ernment. It does not mean government 
by the masses. The Latin Americans 
believe in government by the élite, and 
they do not think that we have govern- 
ment by the élite. 

Moreover, the culture that Latin 
Americans regard highly is not our form 
of culture. They admire us for the 
great things that we have dore on the 
material side of life, but they look upon 
our civilization as a materialistic and 
mechanistic civilization, Until recantly, 
when they sent their children abroad to 
be educated they sent them to France 
rather than to the United States. In 
more recent years there has been an 
increasing movement of Latin American 
students to the United States. 

Finally, we must not forget that in 
Latin American countries there has 
been considerable antagonism not only 
on the part of the Latin Americans but 
also on the part of other foreigners. 
There has been a great development in 
recent years of greater good will on the 
part of the Latin Americans towards the 
United States. I do not think that de- 
velopment of good will has been re- 
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ceived with acclaim by Italians and 
Germans or even by French and Eng- 
lish. 


Pan-AMERICANISM 


Now, a word about pan-Americanism. 
It is a great mistake to assume that 
Bolivar’s pan-American meeting in 1826 
had no good effects because it was a 
failure. It provided the Latin Ameri- 
can nations with an ideal which they 
never lost. The ideal was to hold meet- 
ings at which the great problems that 
affect the welfare of the whole hemi- 
sphere were to be considered. That 
ideal waited for realization until 1889 
when James G. Blaine held the first 
great pan-American meeting at Wash- 
ington. But Blaine’s ideal was not 
Bolfvar’s, Blaine’s ideal was the de- 
velopment and expansion of a trade 
policy and of commercial relations with 
the Latin American countries. At the 
meeting in 1889 an office was organized 
to be under the supervision of the Sec- 
retary of State oi the United States, and 
it was to be a publicity office of a kind. 
Later, in 1910, that office was reformed 
and called the Pan American Union— 
the splendid organization the fiftieth 
anniversary of which we are now cele- 
brating. 

The pan-American conferences were 
held every five years. They showed a 
great division of opinion as to the value 
of the Pan American Union on the part 
of the Latin Americans and the North 
Americans. They did not come to any 
feeling of unity until a great danger 
loomed on the horizon. At the very 
time that President Roosevelt was an- 
nouncing the Good Neighbor Policy on 
this side of the Atlantic, Adolf Hitler 
was announcing his position in Europe 
on the other side of the Atlantic. His 
position did not arouse, as Roosevelt’s 
did, a hope for peace; it spread the 
greatest alarm among all the European 
countries, an alarm which as the result 
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of the course of events, spread over to 
this side of the Atlantic. The result 
was that when Mr. Roosevelt in 1936 
suggested to the executives of the other 
republics on this continent that we hold 
a peace conference at Buenos Aires, the 
suggestion was received with acclaim. 
The meeting at Buenos Aires was 
opened by Mr. Roosevelt himself—an 
indication that to a great extent the 
suspicion and distrust toward the 
United States had been dissipated. 


RESULTS OF CONFERENCES 


The first suggestion made by Mr. 
Hull at the conference was that all the 
countries should ratify the peace treat- 
ies that had been agreed upon at the 
previous conferences but not ratified. 
This suggestion was adopted. The sec- 
ond suggestion of Mr. Hull’s was the 
organization of a compulsory Consulta- 
tive Pact to bring the ministers of for- 
eign affairs automatically together to 
discuss what measures ought to be un- 
dertaken to prevent a conflict when 
conflict appeared likely. The third 
suggestion was to adopt a common neu- 
trality policy in inter-American wars. 

At that time there were sixteen Latin 
American states which were members 
of the League of Nations; that number 
has since been reduced to ten states. 
Some of those states that were in 
the League of Nations believed that 
Mr. Hull’s suggested treaty was in vi- 
olation of or at least in opposition to 
Article XVI of the Covenant of the 
League of Nations, because Mr. Hull’s 
treaty made no distinction between an 
aggressor and a state attacked. Hence 
they were hesitant about adopting the 
treaty suggested by Mr. Hull. But 
they did adopt a convention for collec- 
tive security, and also a protocol for 
nonintervention. 

But the chief results of the Buenos 
Aires conference (and this was true 
also of the Lima conference in 1938) 
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were to be found in the imponderables 
—in the conviction on the part of the 
Latin American representatives that the 
United States was sincere and earnest 
in its desire to have its political rela- 
tions with the other republics of this 
hemisphere based upon the principle of 
mutual trust and good will, and that the 
Americans were not giving mere lip 
service to the Good Neighbor Policy. 
The most valuable idea that came 
out of that conference, and that was 
reaffirmed at the Lima conference, was 
the principle of continental solidarity. 
The value of that principle—of the 
unity of all the American republics in 
the desire to make this whole hemi- 
sphere a haven for peace—cannot be 
overemphasized. The justification for 
continental solidarity, like the Good 
Neighbor Policy, would depend upon 
events; and it was not necessary to wait 
long for an event which would disclose 
whether continental solidarity really ex- 
isted or was just a matter of words. 
The event was the outbreak of the 
European war. As soon as the war 
started, the Consultative Pact which 
had been agreed upon in a modified 
form at Buenos Aires came into effect, 
and upon the invitation of Panama the 
ministers of foreign affairs of the Amer- 
ican republics met at its capital to con- 
sider the situation that confronted them. 
At the conference at Panama there 
were three objectives that were adopted: 
first, to keep the American republics out 
of the war and to keep the war away 
from the American republics; second, to 
clarify the rights and the duties of the 
American republics in their capacity as 
neutrals; and third, to consider the solu- 
tion of economic difficulties that would 
arise as a result of the war. In order to 
implement these objectives a committee 
_of seven experts was appointed, one of 
them a citizen of the United States. 
These experts were to meet when ex- 
igencies should arise and were to sug- 
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gest to a conference of the American 
republics what form of action ought to 
be undertaken in the face of the emer- 
gency or exigency. A commitiee for 
the consideration of economic anc finan- 
cial difficulties was also appointed which 
was to sit in Washington during the pe- 
riod of the war. 


THE SECURITY ZONE 


The chief outcome of the conference 
at Panama was the Declaration of Pan- 
ama, providing for a security zone. The 
security zone agreed upon was three 
hundred miles wide on both sides of the 
Western Hemisphere except the coasts 
of Canada and except the colonies in 
the Caribbean that still remained to 
France, England, and the Netherlands. 

I recently received a letter from a 
very prominent American asking, “What 
right have we to say that we must have 
a security zone three hundred miles 
wide on both sides of the United States? 
Why should not Japan demand such a 
security zone?” I think it would be ab- 
surd for any one country—the United 
States, Japan, or any other country—to 
declare a security zone three hundred 
miles out into the ocean. But this se- 
curity zone is not declared by anv one 
country. It is declared by twenty-one 
countries, one-third of all the countries 
of the world, with contiguous territory 
far removed from the scene of conflict. 
There is a difference between this war 
and the World War. In the World War 
practically all states were belligerents. 
There were very few neutrals. In this 
war practically all the states are neu- 
trals and there are only a few courtries 
that are belligerents. Therefore, when 
twenty-one contiguous countries re- 
moved from the seat of war make a 
declaration of this kind, it seems to me 
it is in conformity not with interna- 
tional law as it is, but with international 
law as it probably will become. 

The statement has been made that 
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such an enormous territory cannot be 
patrolled. That is probably true. I do 
not believe that it was meant to be 
patrolled during this war. Only the 
foreign ministers of the various states 
were present at the conference, and they 
were committed to secrecy. I think the 
conference probably discussed the im- 
possibility of patrolling the zone during 
this war. I believe the intention was to 
keep the record straight and to empha- 
size the principle of the security zone 
and neutral rights in it. 

Another criticism that is constantly 
made is that the attempt to enforce the 
security zone would unquestionably 
lead to war—war with Germany or war 
with the Allies. It is absurd to sup- 
pose that in order to have the security 
zone observed by belligerents it is nec- 
essary to use force. If the various re- 
publics of this hemisphere were to pro- 
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claim the fact to the belligerents that 
the ships of any country which violates 
the security zone would be forbidden 
entrance into the ports of the American 
republics for revictualing and refueling, 
that would probably secure observance 
of the zone. I doubt very much 
whether any belligerent would want to 
make war upon the twenty-one united 
American republics. 


UNCERTAINTY 


All these things today are in the lap 
of the gods. We all know in what a 
chaotic time we are living. We cannot 
tell what a day will bring forth. De- 
spite the fact that the twenty-one Amer- 
ican republics today are themselves at 
peace and are determined to maintain 
this hemisphere as a haven for peace, 
we cannot be sure that they will suc- 
ceed. 
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A Peace Audit of the Americas 


By JOSEPHINE SCHAIN 


HAT have our accomplishments 

brought us, what have been the 
results from the theories that have been 
tested? From our experience of over 
a century can we say with any certainty 
what are the essential elements that 
should go into the establishment of a 
durable peace? And what way do the 
signs point for the future? These are 
some of the questions I have posed for 
myself as I have reviewed the history 
of inter-American relations. 


EARLY EFFORTS AT CO-OPERATION 


First we have a great idea. Simón 
Bolivar, a prophet with uncanny vi- 
sion, challenged the new republics of 
this continent to join together in a 
union dedicated to freedom and lib- 
erty. As President of Peru he called 
the first congress at Panama in 1826. 
It is interesting to note that although 
the United States was invited and the 
Senate accepted the invitation, we were 
so slow in getting under way that our 
delegates were not able to attend the 
conference. 

During the period from 1826 to 1888, 
neither the public nor the government 
took particular interest in inter-Ameri- 
can affairs. ‘Tis true, we had pro- 
claimed the Monroe Doctrine, but our 
interest in pan-America did not develop 
into a matter of constructive concern 
until later. We can claim little credit 
for the early work in behalf of pan- 
American activity. There is perhaps 
good reason for this. We were busy 
pushing our own frontiers to the Pacific 
coast. New land was opened up for 
settlement, there was gold in the hills 
and adventure for those with restless 
feet. 

But the ideas of Bolivar were not al- 
lowed to die. A number of the coun- 


tries found it useful to council together. 
Conferences were held, treaties of am- 
ity and commerce negotiated, and the 
codification of law begun. Through 
the persistency of some of the Latin 
American states a foundation was laid 
for the real co-operation which we are 
now endeavoring to evaluate. There is 
reason also for this persistency of the 
Latin American countries. Those who 
desired to restore the old imperialist 
control were a source of worry for many 
years after the Spanish Crown was sep- 
arated from its American colonies. 
Then in the early eighties our interest 
began to awaken. James G. Blaine cast 
his eyes over the inter-Americar: export 
and import statistics and noted the 
growth of the trade between the Ameri- 
cas. Echoes from conflicts between 
several of the states to the south 
reached his ears, and as Secretary of 
State he weighed his responsibility for 
peace in this hemisphere. But I shall 
not presume to judge which motive gov- 
erned his later action. As a matter of 
fact, in 1881 he invited the republics to 
a conference to be held in Washington; 
but this was later canceled because of a 
change of administration. But the 
great idea of Bolivar was not canceled. 
Congress began to take an interest. A 
congressional commission visited many 
of the Latin American countries in 1884 
and returned with a recommendation 
that an inter-American conference be 
called. Finally legislation authorizing 
such a meeting was passed in 1888 and 
invitations went forth, resulting in a 
conference in Washington in the fall of 
the next year. The most important re- 
sult of its sessions to be noted here was 
the establishment of the “International 
Bureau of the American Republics, 
which later became the Pan American 
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Union. Co-operation had now advanced 
to the stage of having a secretariat. 


UNITED STATES DOMINATION 


From 1889 to 1928 the United 
States dominated relationships in the 
Western Hemisphere. It not only took 
an interest in pan-American conferences, 
but through a policy of protecting the 
rapidly increasing investments of its cit- 
izens, a period of expanding dollar 
diplomacy developed. A new inter- 
pretation was given to the Monroe 
Doctrine, by which this country took 
upon itself continental police powers. 
It consolidated control of the Caribbean 
area. The “big stick” came into play. 
The nations to the south began to apply 
the term “Colossus of the North” to us. 
A number of these countries in Latin 
America were troubled by boundary 
disputes, by overwhelming debts, by 
revolutions, so that, all in all, that was 
far from a happy period in relationships 
either north or south. 

But looking back upon those years, 
we find many items on the credit side 
of the balance sheet. Of these the more 
significant are: the growing interest in 
arbitration as a means of settling dis- 
putes; the proclamation by Mr. Root, 
the Secretary of State, of the principle 
that we in the United States “neither 
claim nor desire any rights or privileges 
that we do not freely concede to every 
American Republic”; the development 
of the International Bureau into the 
Pan American Union with increased fa- 
cilities for carrying on its work; the 
negotiation of the Gondra “Treaty to 
Avoid or Prevent Conflicts” which was 
signed in 1923; the expansion of the 
idea of mediation in the acceptance by 
the United States of Argentina, Brazil, 
and Chile as mediators in a dispute with 
Mexico. Thus persisting through a cen- 
tury, the idea of pan-Americanism be- 
gan to take on distinct form and sub- 
stance. 
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CHANGE OF ATTITUDE 


Then beginning with 1928 there can 
be traced a steady and progressive de- 
velopment of co-operation among the 
American countries, due mainly to the 
change of attitude by the United States. 
Secretary of State Stimson withdrew the 
marines from Nicaragua, refused to in- 
tervene, in the collection of debts, and 
inaugurated a change in the United 
States policy which refused to recognize 
governments resulting from revolution. 

In 1933 Mr. Roosevelt, after he be- 
came President, announced that the 
policy of the United States in the fu- 
ture would be opposed to armed inter- 
vention in Latin American affairs. Mr. 
Hull, as Secretary of State, began to 
guide our policy into definite channels 
of co-operation on a basis of equality. 
The Platt Amendment which gave us 
the right of interference in Cuban af- 
fairs was abrogated and in general the 
policy of intervention was abandoned, 
and our influence was directed toward 
strengthening the inter-American efforts 
to work out a basis for peace in this 
hemisphere. 

At Montevideo tariffs were discussed 
—a definite reversal of the United 
States thesis that tariffs are solely a 
matter of domestic concern. But more 
than any specific issue, the most sig- 
nificant thing was the marked change in 
the attitude toward co-operation. 

Mr. Roosevelt in 1936, in an en- 
deavor to implement the machinery for 
peace in this hemisphere, took the ini- 
tiative and called the Inter-American 
Conference for the Maintenance of 
Peace. At this conference the agencies 
of peace already existing were given 
new scope and effectiveness. Many 
conflicting points of view were recon- 
ciled, and many fundamental principles 
basic to a durable peace were agreed 
upon. 
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CONTINENTAL SOLIDARITY 


At this conference collective responsi- 
bility for the security of American re- 
publics became an accepted principle. 
Embedded in the idea of collective re- 
sponsibility were the principles: of con- 
sultation in case the peace of the repub- 
lics was menaced; that such consulta- 
tion could be brought about by any 
government, thus recognizing the equal- 
ity of states; that consultation could re- 
fer not only to difficulties arising be- 
tween American states but “in the event 
of an international war outside America 
which might menace the peace of the 
American republics, such consultation 
should also take place.” And so the 
republics pledged themselves to act as 
a whole against aggression. 

Continental solidarity was decreed at 
Buenos Aires and the principle accepted 
that “an unfriendly act toward one is 
an act against all.” This was even 
more clearly and neatly stated at the 
meeting in Lima. The principles upon 
which solidarity is based read as fol- 
lows: 


1. The intervention of any state in the in- 
ternal or external affairs of another is 
inadmissible. 

2. All differences of an international char- 
acter should be settled by peaceful 
means. 

3. The use of force as an instrument of 
national or international policy is pro- 
scribed. 

4. Relations between states should be gov- 
erned by the precepts of international 
law. 

5. Respect for the faithful observance of 
treaties constitutes the indispensable 
rule for the development of peaceful 
relations between states, and treaties 
can only be revised by agreement of the 
contracting parties. 

6, Peaceful collaboration between repre- 
sentatives of the various states and the 
development of intellectual interchange 
among their peoples is conducive to an 
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understanding by each of the problems 
of each other as well as of the problems 
common to all, and makes more readily 
possible the peaceful adjustment of in- 
ternational controversies. 

. Economic reconstruction contributes to 

_ national and international well-being as 
well as to peace among nations. 

. International co-operation is a necessary 
condition to the maintenance of the 
aforementioned principles. 


“I 


of 


Another fundamental principle of the 
public law of America was reiterated, 
namely, that 


the occupation or acquisition of territory 
or any other modification or territorial or 
boundary arrangement obtained through 
conquest by force or by non-pacific means 
shall not be valid or have legal effect. The 
pledge of non-recognition of situations 
arising from the foregoing conditions is 
an obligation which cannot be avoided 
either unilaterally or collectively. 


THE PROCEDURE APPLIED 


After the conference of Buenos Aires 
and again after the conference of Lima, 
many questioned whether these admir- 
able declarations were anything more 
than a pious hope. Then a crucial test 
came on September 3, 1939, The world 
crisis increased the tempo of the slowly 
emerging Latin American co-operation. 
The procedure outlined at these confer- 
ences was immediately followed. The 
foreign ministers met in Panama Sep- 
tember 23 to October 3 to consider the 
defense of the American nations against 
involvement in the war abroad. Thus 
we have the first application of the pro- 
cedure of consultation. 

Three committees were organized: 
Neutrality, Maintenance of Peace, and 
Economic Co-operation. A General 
Declaration of Neutrality of the Ameri- 
can Republics was approved, which 
gave notice that the rights of the Ameri- 
can neutrals in this hemisphere must be 
paramount to the rights of the warring 


136 


powers. An Inter-American Neutrality 
Committee composed of seven experts 
in the field of international law was cre- 
ated. This committee will sit for the 
duration of the conflict, for the purpose 
of advising American governments on 
common problems of neutrality, in the 
hope of preserving peace in the Western 
Hemisphere. 

The Committee on the Maintenance 
of Peace established, by the “Declara- 
tion of Panama,” a safety zone around 
the American continents. By this ac- 
tion the foreign ministers authorized the 
President of Panama to request all bel- 
ligerents to keep their naval activities 
out of adjoining American waters. The 
difficulty of enforcement is obvious. 
What the effect of this decision will be 
in the future, no one can tell. 

The Committee on Economic Co- 
operation established the Inter-Ameri- 
can Advisory Committee on Economic 
Affairs, composed of an expert from 
each of the twenty-one republics, which 
has continued to function since the 
Panama conference. 


THE Economic FELD 


There are those who maintain that 
the economic front is the only front to 
be considered. I would not go so far as 
that, though unquestionably it is one 
of the most important. Progress in the 
economic field during the last decade 
has been encouraging. Economic rela- 
tionships between the Americas have 
begun to change from one of conflict to 
endeavors at co-operation. If tempta- 
tions from the economic standpoint can 
be controlled and regulated, a great ob- 
stacle in the path of durable peace will 
have been removed. 

At Montevideo, Buenos Aires, and 
Lima there were resolutions calling for 
the reduction of barriers to interna- 
tional trade. Then at the Panama con- 
ference the delegates leaped ahead and 
established the Inter-American Advisory 
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Committee on Economic Affairs. The 
purpose as stated by the conference is 
“to study problems of an economic na- 
ture growing out of the war.” One plan 
already projected is that of an inter- 
American bank, the object of which 
would be to facilitate bringing capital 
to the countries that need it, on the 
basis of co-operation. 

Another step in economic advance 
which affects inter-American affairs is 
the renewal of the Trade Agreements 
Act on the part of the United States 
Senate. The endeavor by scientific 
means to find an equitable basis for 
the exchange of goods is indeed a step 
ahead. I noted in a recent copy of 
Pan American News, published by the 
Foreign Policy Association, that a group 
of United States experts has been mak- 
ing a survey of Colombian economy for 
the government of Colombia. The ob- 
ject is to find out whether tropical prod- 
ucts can be produced which do not com- 
pete with United States products. 

These are instances of the type of 
thing that can be done to remove 
sources of friction. Policies of aggres- 
sive expansion can be changed to co- 
operative development to the mutual 
benefit of all countries involved. As 
an English authority has said, “What 
is needed is the maximization of human 
well-being in its broadest sense, the ad- 
vancement of social justice within and 
between nations.” 


SUBJECTS OF CONFERENCES 


Another item on the credit side of our 
ledger is the persistence of the confer- 
ence method in the Americas. It is a 
definite proof of an underlying desire 
to work together. When we analyze 
the long list of inter-American confer- 
ences we find that war is not the only 
subject that they have been called upon 
to settle. They have focused far more 
on the development of peaceful rela- 
tionships and on matters of importance 


A Peace AUDIT OF THE AMERICAS 


to the everyday life of people. The 
list is long: conferences on agricul- 
tural problems, codification of inter- 
national law, motion pictures, housing, 
public health, police methods, archae- 
ology, Indian affairs, engineering prob- 
lems, women’s affairs, transportation 
and communications, intellectual ex- 
change, copyrights, and other matters. 


DEDUCTIONS 


As this adventure in international co- 
operation evolves, we arrive at certain 
conclusions. As one reviews this cen- 
tury or more of effort, it is clear that 
substantial progress became possible 
only when the dominant and powerful 
country accepted co-operation on the 
basis of equality of states. There was 
little of permanence until the United 
States was willing to co-operate. With 
power goes responsibility. In the com- 
plicated modern world this is as true of 
nations as of individuals. 

Another conclusion is the need for 
powerful and informed public opinion 
in every country. “War is an inter- 
national affair,” Mr. Root said, and 
added, “to prevent it there must be 
international opinion and international 
action upon that opinion, and inter- 
national institutions to give effect to 
that opinion.” It is not necessary to 
comment on the assertion that war is 
an international affair; that is a self- 
evident fact. 

The necessity for having an informed 
citizenry is imperative to a durable 
peace. This is the crux of our problem, 
as witness the long years that have 
passed since Bolivar challenged the re- 
publics in this continent to pool their 
efforts in order to achieve international 
welfare. 

We have had a few tests in recent 
years which demonstrate that the senti- 
ment in favor of peaceful adjustment 
of disputes in this hemisphere is acquir- 
ing definite strength. At Lima the re- 
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publics faced disrupting influences, but 
the conference took no backward step. 
At Panama decided advance was made, 
not alone in proclaiming principles but 
also in setting up committees to func- 
tion during the war period in order to 
meet promptly and effectively situations 
that might arise. 

The great problem of educating pub- 
lic opinion is one in which I am per- 
sonally very much interested. We have 
a long way to travel in our own coun- 
try, I know, before we can feel at all 
sure of a public educated to understand 
these problems relating to a durable 
peace for the Americas; as witness the 
Gallup poll on the Trade Agreements : 
program. Of the persons polled, only 
one in ten had sufficient comprehension 
to be able to vote on the subject. Tre- 
mendous economic problems as an 
aftermath of the wars now raging will 
undoubtedly challenge the relations 
among the countries in this hemisphere 
and put both theory and practice to the 
test. 

I do not mean to seem pessimistic; 
quite the reverse, for the period from 
1930 to 1940 demonstrates the part that 
public opinion can play in backing up a 
constructive foreign policy. 

A major task before the republics 
now is to make the principles that have 
been adopted work; or as Mr. Root 
says in the last phrase that I quoted, 
there must be “international institutions 
to give effect to that opinion.” When 
co-operation becomes active, then the 
necessity for machinery becomes more 
pressing. There must be adequate 
channels for effective and full expres- 
sion on the part of the differing zoun- 
tries. Provision must also be mace for 
necessary change. 

We must explore further the question 
of the means by which the principles 
that have been adopted may be carried 
out, and carried out in times of stress. 
I look forward to the discussions along 
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these lines at future pan-American con- 
ferences, as I know there are several 
items on the agenda carried over from 
the conference at Lima which cover this 
point. 

Another conclusion is that durable 
peace in Latin America is dependent 
upon a world at peace. As long as 
there is war in the world no area is safe, 
and inter-American gains might still be 
wiped away by conflict from without. 

The reverse of this may also be true. 
Successful regional experience and or- 
ganization may help to point the way 
to the solution of world problems. If 
the principles adopted through inter- 
American experiences are basic, is it not 
possible that they are capable of uni- 
versel application? As I re-read the 
history of inter-American relations, I 
am reassured in my belief that it is pos- 
sible to organize the world on a basis 
of order under law. We note the ad- 
vance made in international co-opera- 
tion on this continent since 1826. We 
should not be discouraged by the results 
of the mere twenty years of effort that 
have gone into the building of a world 
society. When we realize that nowa- 
days distance is measured in minutes, 
not miles, and that the tempo of the 
twentieth century is double that of the 
nineteenth, we may be led to hope that 
results also will arrive more rapidly. 

The world balance of power has 
passed to this hemisphere. It can be a 
tremendous force for peace if it con- 
tinues to work out a co-operative policy 
that can stand the test. When one con- 
siders the differing backgrounds, the ab- 
sence of a common cultural heritage, it 
is significant that a basis of co-operatior. 
among the republics bas been found. If 
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peoples as different as those of Haiti, 
Argentina, Brazil, Bolivia, and the 
United States can work out peaceful 
processes for settling difficulties and can 
co-operate on a constructive program, 
then surely there is hope for a durable 
peace among the peoples of the world. 


THe IMMEDIATE FUTURE 


And what of the immediate future? 
For over a century we have seen the 
idea of pan-American co-operation 
weathering indifference, revolutions, and 
dollar diplomacy, and coming at last to 
a period of achievement. While ac- 
claiming our achievements, let us look 
at the future realistically. Are we as- 
sured of a continuing policy of co-op- 
eration on the part of the United 
States? Have we built up an informed 
public opinion that will insist on de- 
veloping the work begun, or is there 
danger that the “big stick” will again 
come into play? 

We know now that in large areas of 
the world political and moral disintegra- 
tion will follow the war. Has there 
been built up an attitude of continental 
solidarity that can weather that time of 
testing? Will pan-American co-opera- 
tion be able to stand against the terrific 
impact of the economic chaos after war? 
The disrupting effect of the totalitarian 
drives of the last half-dozen years upon 
the economy of many of the Latin 
American countries is a slight indication 
of what lies ahead. There is no time to 
be lost. Let us bend every effort to- 
ward the development and the buttress- 
ing of the fundamental principles of 
right international conduct, spurred on 
by what has been accomplished in the 
Americas. 


LL.D., is chairman of the 
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Peace Among Equals 


By Carros DÁVILA 


F THE bistory of the Americas were 
written following the old epic-politi- 
cal pattern, a flaming vista of sixteen 
wars among the American nations in 
the last hundred years would starkly 


unfold before our eyes. And that would: 


not be a very striking record, consider- 
ing the highly bellicose and recent back- 
ground from which our republics came 
into life. 


THE JURIDICAL STRUCTURE FOR PEACE 


But if that history were to bring out 
the collective effort for the pacification 
of a continent, we would have before us 
the most patient, arduous, and gigantic 
task ever conceived and undertaken by 
a continent in the annals of the world. 

In the record of this century-long 
American effort a feature stands out 
that is as unique as it is praiseworthy, 
and which takes on added meaning in 
the face of happenings in other conti- 
nents. I refer to the concept of juridi- 
cal equality of all the American repub- 
lics, propounded ever since Bolivar 
sounded the call to a congress of Ameri- 
can nations in 1826, and maintained 
through one hundred and fourteen years 
of conferences, conventions, treaties, 
and diplomatic usage. It would not be 
amiss to remark that, contrary to what 
happens at the League of Nations, the 
representatives of the twenty-one re- 
publics in the Pan American Union, 
currently commemorating its fiftieth 
anniversary, take their seats as equals. 
There are no inner councils here, serv- 
ing as instruments for imposing hegem- 
onies. 

Remote as the goal may appear of 
that not-so-utopian “Treaty of Union, 
League, and Perpetual Federation” of 
American nations signed at the Con- 


ference of Panama in 1826, which was 
ratified by only one country, the road 
traveled so far has brought to inter- 
American life certain fundamental con- 
ceptions of continental solidarity and a 
vigorous will to peace through co-op- 
eration. 

The political instruments into which 
this American creation has crystallized 
have resulted from the eight regular pe- 
riodic pan-American conferences; from 
the two special meetings—that for Con- 
ciliation and Arbitration held at Wash- 
ington in 1929 and that at Buenos Aires 
for the Consolidation of Peace in 1936 
—and from dozens of other inter-Amer- 
ican conclaves. Some seventy pan- 
American treaties and conventions have 
slowly spun the web of the continental 
organization of the Americas. To them 
should be added no fewer than two hun- 
dred bilateral treaties among American 
nations, aimed at the same goal. 

A scrutiny of this copious peace-mak- 
ing documentation reveals an almost 
perfect plan for preventing war between 
the republics of America. A reading of 
it would even encourage the conclusion 
that among us war has been proscribed. 
However, the structure has its seamings 
and its crackings. 

In the first place, most of those multi- 
lateral treaties are yet to be ratified by 
the congresses of all the American na- 
tions. Then, peace is a state of mind 
rather than a juridical creation, and 
mankind—even this American mankind 
—has not yet attained the evolutionary 
stage where juridical instruments com- 
pletely control emotional outbursts. 
That is why we had wars in the Ameri- 
cas until four years ago. It is our hope 
and our vehement desire that the Chaco 
war may pass into history as the last 
fight between American nations. 
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The juridical network for peace in 
the American Continent has not had a 
trial yət. At the beginning of the 
Chaco conflict, in 1928, it was still in 
the formative stage, and the treaties 
then existing had not been ratified by 
either Bolivia or Paraguay. 

It would be tiresome to mention or 
analyze here the many treaties through 
which this hemisphere has endeavored 
to erect a lasting barrier against war. 


They constitute an elaborate machinery ` 


for arbitration, mediation, consultation, 
investigating committees, and even 
“prevention of controversies.” 

The nations of America were already 
making an effort to impose arbitration 
as a normal means of solving their con- 
flicts at a time when such procedure was 
hardly even known in other continents. 

The unique Gondra Pact of 1923 is 
well known. Through it the American 
nations undertook to submit to investi- 
gating committees whatever differences 
they could not solve through arbitration, 
mediation, cr other diplomatic proce- 
dures. The primary and wise objective 
of the Gondra Pact was that of retard- 
ing, et least, the outbreak of war and 
of paving the way for discussion in the 
atmosphere created by a quieter state 
of mind. 

The treaty of December 1936 has 
gone still farther. It has created per- 
manent bilateral committees to “study, 
with the purpose of eliminating them 
in sc far as possible, the causes of fw- 
ture difficulties or controversies” among 
tke nations of the Americas. 


THE WILL TO PEACE 


More important, certainly, than all 
this juridical structure is the popular 
spirit behind it. If I were asked what 
is tcday the fundamental difference be- 
tween the Americas and the other con- 
tinents, I would say that it lies in the 
will of the Americas to organize them- 
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selves on a continental scale, as equal, 
sovereign nations, for the purposes of 
co-operation and peace. For the des- 
tiny of the world, it will not be immate- 
rial that such spirit has succeeded in 
establishing itself among the 250,000,- 
000 inhabitants of a continent occupy- 
ing one-quarter of the surface of the 
globe and which may be self-sufficient 
in the amplest meaning of the word. 

I remember reading some time ago a 
series of articles in an American maga- 
zine where, under the general title of 
“Was Europe Worth While,” the char- 
acteristics of the Christian Graeco- 
European civilization, its achieved aims, 
its failures and its breakdowns, were 
analyzed. I wondered then whether it 
might not have been the foreordained 
mission of Europe to give birth to the 
Americas; and now, with the macabre 
transatlantic spectacle before me, I 
wonder if we should not hold in abey- 
ance a judgment on European civiliza- 
tion until such a time as we, its natural 
inheritors on this side of the ocean, can 
see what we can do with it. If in the 
fields of political and economic organ- 
ization, science, art, and general culture 
we have not enhanced our mother civ- 
ilization in a substantial measure, we 
can, at least, offer one improvement— 
that of our international organization, 
of our vigorous and strong-willed effort 
to live in peace and respect one another 
as nations. 


PROTECTION OF PEACE 


However, is that juridico-diplomatic 
machinery and that pacific turn of mind 
of the nations enough to insure peace 
on this hemisphere? Even assuming 
that these two factors were sufficient to 
prevent armed conflicts between Ameri- 
can nations, that would not mean, by 
far, that war will not strike in the New 
World. Peace among the nations of the 
Americas does not necessarily mean 
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peace for the Americas. The world is 
in flames, and though this may not be 
our fire and no responsibility attaches 
to us therefor, it is absurd to think that 
there is a limit to its spread through a 
world that is today one vast, inflam- 
mable prairie. 

I have been asked to speak frankly 
on this occasion, and I believe the mo- 
ment has come for all of us to be can- 
did. Nothing could be more brutally 
frank than saying, as I am saying under 
the roof of an institution devoted to 
Law, that only force can now protect 
law and peace. 

We, the nations of America, are neu- 
trals; but how empty does this word 
sound when it is for the belligerents to 
pass upon the neutrality of the neutrals 
and to proceed accordingly! We are 
nonbelligerents, but we know that we 
may wake up any day to find that we 
are indeed combatants, much as it may 
be against our will. 

The old Latin proverb Si vis pacem 
para bellum—if you want peace prepare 
for war—never rang truer than today. 
I remember that ten years ago Secre- 
tary of State Kellogg proudly showed 
me, at his Washington office, the gold 
pen presented to him by the City of 
Calais for the signing of his peace pact. 
It bore an inscription saying, Si vis 
pacem para pacem—if you want peace 
prepare for peace. Unfortunately, the 
alliance of pacifism with disarmament 
has much to do with what is happening 
in the world today, for thus it was that 
pacifism became almost a breeder of 
war. The wave of pacifism and dis- 
armament that swept over England and 
France opened the door for this war. 
Their political leaders let themselves be 
carried on the crest of that popular 
wave, transmuting a noble although 
mistaken public feeling into votes, par- 
liamentary seats, and personal power. 
Instead of leading their peoples with 
the vision of the statesman, they fol- 
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lowed them with the instinct of the poli- 
tician. 

Such is the tragic lesson of what may 
happen when a misconception of democ- 
racy or temporary political interest 
leads to bankruptcy of leadership in the 
international field. 

I cannot foresee what the future 
holds for the nations of the Americas in 
the midst of this hurricane that erases 
distances, crushes principles, and di- 
vides peoples against themselves. One 
thing I know, and that is thet the fu- 
ture of this hemisphere will depend in 
large measure on what the United 
States does or does not. 


CONTINENTAL DEFENSE 


Fortunately, one idea among all those 
of continental solidarity has succeeded 
in penetrating the consciousness of the 
American peoples—that of continental 
defense. And if this conception is to 
mean anything, it must mean something 
more than a mere diplomatic expression 
or a strategic plan; it must, it has to. 
mean the firm resolution to back that 
policy with sufficient force to make it 
effective. Twenty of the American re- 
publics are comparatively weak. The 
recent lessons on what happens to feeble 
nations when they are brought into the 
quarreling orbit of the strong are an 
ever present warning. 

Ineffectual as the last World War 
may be judged to have been, it must 
be admitted that it gave a lift to the 
small nations. The spectacle of the 
world in these days seems to portend 
that whatever may be the outcome of 
the present struggle, there will be a re- 
currence of the old interplay of alli- 
ances, hegemonies, and zones of influ- 
ence. Across the Atlantic siren voices 
are already heard singing the old song 
to the United States, the idea teing 
that Uncle Sam would be given a free 
hand to use the Monroe Doctrine again 
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as an instrument of hegemony over this 
hemisphere in exchange for respecting 
other Monroe doctrines and. other he- 
gemonies in other continents. There is 
_ dynamite in that invitation—the dyna- 
mite shrewdly intended to blow into 
fragments the novel edifice of conti- 
nental solidarity among nations equal 
and sovereign, so laboriously built on 
the Western Hemisphere. 

May the American people see this 
danger in time! 

There will be a continental defense 
through the collaboration of equal na- 
tions, or there will be none. It will be 
protected by a stable political solidarity 
and an efficient force, or there will be 
no continental defense. Therefore the 
question of good relations between the 
United States and the Ibero-American 
nations has ceased to be an internal 
problem of this continent, to become a 
requisite for keeping war away from 
this hemisphere. 

Fortunately, never were inter-Ameri- 
can relations more intimate and cordial 
than now. The dilemma, as it cur- 
rently arises, was understood at Monte- 
video, at Buenos Aires, at Lima, at 
Panama, in the last six years of pan- 
American conferences. A threat to one 
American nation is a threat to all of 
them, large or small, strong or weak. 
We have come, almost suddenly, to the 
realization that we hold in our hands a 
common patrimony that implies a com- 
mon responsibility. 

Never were the Ibero-American na- 
tions held together by stronger bonds 
than now. Down in the south we broke 
up an empire into regional atoms when 
we became independent republics; but 
we did not build any collective platform 
to replace our lost unity. In this coun- 
try an empire was built from regional 
atoms. “The process here was one of 
consolidation; there, one of disintegra- 
tion. It would not be rash to assert 
that a new spirit of union animates the 
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Tbero-American republics now; such a 
union, far from weakining them, gives 
new strength to nationalities. The 
strong, constructive nationalism which 
pervades our countries and about which 
expressions of alarm are often heard 
here is precisely the strongest material 
for building up collaboration among the 
nations of a whole continent. 

So often is it heard that it has come 
to be accepted as gospel truth that this 
is an era of extreme and dangerous na- 
tionalisms. On second thought, the op- 
posite seems to be true. We live in 
times of extreme internationalism; suf- 
fice it to count the “Internationales” 
that run the gamut all the way from 
high finance to Marxism. 


INTER-AMERICAN ECONOMIC 
RELATIONS 


Naturally, when there is talk here of 
nationalism in Ibero-America, economic 
nationalism is understood. Often is 
that expression in the shape of a pro- 
test against the resistance met in Ibero- 
America by the quasi-colonial spirit 
that for some time guided the experi- 
mental stage of the economic relations 
between the United States and our re- 
publics. That experimental stage is 
fading out, and the road can now be 
seen opening for the era of “partner- 
ship” that is going to replace it. 

When I was my country’s delegate to 
the Inter-American Financial and Eco- 
nomic Advisory Committee in Wash- 
ington, I had the honor of witnessing 
the approval by the representatives of 
all the American nations of a resolution 
I introduced, outlining a new plan for 
economic co-operation, complementary 
to each nation’s interests and in part- 
nership with one another. I believe 
that this idea, which implies a reaction 
against the system of absentee capital 
that prevailed in United States invest- 
ments in Ibero-America, is finding favor 
in this country, too. 


PEACE AMONG EQUALS 


There remain, however, a few mis- 
conceptions in the popular American 
mind about economic relationships be- 
tween the United States and Ibero- 
America of a nature that would fetter 
the work of the Government in Wash- 
ington. I refer, as I have done on 
many platforms in this country, to that 
idea, so craftily propagated by God 
knows whom, that all this pan-Ameri- 
canism so much spoken about is merely 
the means by which our Latin American 
republics seek the economic help of the 
United States in exchange for illusory 
or problematic compensations. 

That is a dangerous notion, because 
it is as simple and easily assimilated as 
it is completely false. Our economic 
interchange is mutually advantageous. 
If it were analyzed in detail, it would 
be disclosed that the most favored party 
is precisely the United States. Even 
the trade balance between this country 
and Ibero-America, which always was 
favorable to our republics as a group, 
also became favorable to the United 
States a year ago in the amount of 
eighty million dollars. 

Defaults or no defaults, expropria- 
tions or no expropriations, the actual 
fact is that much more money comes 
annually into the United States from 
Latin America than leaves this country 
for the nations to the south. The bal- 
ance in favor of the United States ex- 
ceeded $250,000,000 in the years before 
the outbreak of this second World War 
—this war that is depriving Ibero- 
America of markets formerly absorbing 
hundreds of millions of dollars’ worth of 
its products that have no market in the 
United States. Meanwhile, this coun- 
try has already increased its sales to 
Tbero-America, owing to the war, more 
than 50 per cent. 

The Good Neighbor Policy is also a 
Good Business Policy. So good, in fact, 
that the danger lies in that the scales 
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are tilted too much toward the side of 
the United States. 

The American people should bear in 
mind that, despite defaults, the Ibero- 
American nations have paid here, for 
amortization and interest, total sums 
far in excess of the amounts borrowed 
here. The American people should be 
informed that for each dollar that has 
found a way into investment in private 
companies in Ibero-America, many 
more dollars have returned here, taking 
all investments together. 

Of course, there is the sad picture of 
the average investor in Latin American 
bonds—the small investor, earning less 
than $5,000 a year, who looked forward 
to high interest rates for his life savings 
and only had a bitter experience, sink- 
ing perfectly good dollars in somebody 
else’s scheme, which served mainly to 
finance United States exports to the 
southern countries. 

We are not oblivious or indifferent 
to this tragic story. As a matter of 
fact, it haunts us both as individuals 
and as nations in Ibero-America. There 
is nothing that we wish more than to 
make redress for this damage caused to 
individual investors in this country. It 
is a difficult task, though, as it would be 
to compensate American investors who 
lost equally heavily in American stocks 
and securities during the depression. 

One after the other, our countries are 
resuming the service of their debts here. 
Chile started six years ago, Colombia in 
March of this year, and Brazil about 
the same time. 


DEPTH oF SOLIDARITY 


I do not feel that any of these ezo- 
nomic circumstances, losses, or miscon- 
ceptions can becloud the solidarity of 
this hemisphere. The strength of this 
new solidarity lies precisely in the fact 
that it comes from deeper strata in the 
peoples, where mere economic or politi- 
cal calculations cannot reach, 
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There is a fith behind this new con- 
tinental stage; a faith in a common 
cause and a common destiny. Upon 
this faith can be built a durable peace 


in this continent. With proper leader- 
ship, it will be possible to erect upon 
it ramparts against war, over which 
twenty-one sovereign nations will watch. 


Carlos Dávila is director of the Editors Press Serv- 
ice, New York City. He was editor of La Nación, 
Santiago de Chile, 1917-27, and Ambassador of Chile 
to the United States, 1927-31. He is author of “The 
Journalism of Chile” (University of Missouri Bulletin, 
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SAERCHINGER, César. The Way Ot of 
War. Pp. 125. New York. The Mac- 
millan Co., 1940. 60%. 


To treat so vast a subject as the causes 
and cures of war in a very brief book in- 
tended for readers with little historical 
background is no small undertaking. Mr. 
Saerchinger, at one time a European cor- 
respondent of American newspapers, now 
broadcaster of “The Story Behind the 
Headlines” for the American Historical As- 
sociation, is well equipped for this under- 
taking, and he has performed his task ben- 
eficially. The book is simply written and 
yet it is not patronizing. It is interesting 
without being sensational. It is character- 
ized by a point of view about the cure of 
war, and yet it is not merely argumentative 
or propagandist. 

Mr. Saerchinger’s method is a combina- 
tion of the chronological and the topical; 
he considers various causes and various at- 
tempted solutions of war as they are repre- 
sented in successive historical periods or 
issues from the end of the eighteenth cen- 
tury to the present day. Thus his narra- 
tive brings into review such varied themes 
as nationalistic, industrialist, and imperial- 
istic causes of the War of 1914, the in- 
tensification of these factors by the war 
designed to end wars, the failure of Wilson 
and of the League, postwar gropings to- 
wards peace by disarmament, security 
pacts and economic measures, the rise and 
outbreak of the present conflict between 
totalitarianism and democracy, and finally 
the question of what the whole depressing 
story implies with regard to the way out 
of war. 

In general, Mr. Saerchinger believes that 
the signposts of that way are economic 
unity and political federation. The way 
will be taken either by slow degrees, or 
more quickly through the rise of a great 
leader or several great leaders, or as the 
result of a great “human upheaval.” The 
author opposes American intervention in 
this war for the precise reason that Wilson 
favored intervention in the last war. Wil- 
son told Jane Addams that “as head of a 
nation participating in the war, the Presi- 
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dent of the United States would have a 
seat at the Peace Table, but that if he ~e- 
mained the representative of a neutral 
country he could at best only ‘call through 
a crack in the door?” (Addams, Peace 
and Bread, p. 64.) Mr. Saerchinger, how- 
ever, holds that “whatever may be the 
outcome of the struggle, it will not lead to 
a just or enduring peace unless there is a 
strong pressure of neutral opinion to influ- 
ence the makers of that peace.” 
Marre Louise DESEN 
Maryland College for Women 


Lunavu, Herz. Jiusions et réalités dans 
la politique internationale de paix Pp. 
178. Paris: E. de Boccard, 1939. 35 
fr. 


The author of this rather curious book 
is a young German scholar now living in 
France. As a student of legal theory he 
became interested in the work of the Swe- 
dish jurist A. V. Lundstedt, and he has 
devoted himself to the further advance- 
ment and clarification of the point of view 
presented in Lundstedt’s work, The Non- 
scientific Character of the Science of Law. 
Following his Swedish master, the author 
condemns virtually all writers on imter- 
national law, organization, and politics in 
the most sweeping fashion. As the author 
sees the matter, each of these scholars has 
declared his approach to be factual and 
realistic, whereas, in reality, “despite these 
repeated protests, no one of them has suc- 
ceeded in achieving this goal; all cheir 
works, all their efforts have been in vain 
because they have not been able to rid 
themselves of certain traditional concep- 
tions which, at the very beginning, bar the 
road to actual reality.” 

What are these false conceptions? Upon 
examination of the explanatory charters 
one is led to the conclusion that Mr. Lu- 
nau is not breaking as much new ground 
as he seems to believe. The League of 
Nations was a false conception because, 
except for some of its nonpolitical activi- 
ties, it remained a focal point for inter- 
national rivalries and conflicting foreign 
policies, rather than an institution which 


146 


was based upon a genuinely international 
approach to international problems. Simi- 
larly, the terms “international obligations,” 
“national interests,” and so forth, have 
been used loosely to cover up national pol- 
icies and group interests respectively. It 
is wrong, too, to talk of French policy and 
British policy, when in reality these poli- 
cies are merely the expressions of those 
persons who tenant the foreign offices of 
the various states. In short, there is com- 
paratively little that is new in this ap- 
proach. It is true that if one adheres too 
closely to the texts of international agree- 
ments, forgetting the real circumstances 
that gave rise to the agreements, one may 
develop the feeling that they belong to a 
world remote indeed from the world of 
reality. This, however, should not blind 
one to the fact that certain terms, certain 
legal fictions, have acquired quite as much 
utilizy in the field of international affairs 
as in the field of private law. It is this 
that the author seems to overlook. 

How cen these deficiencies be remedied? 
The author proposes that the Geneva ap- 
proach be abandoned entirely, and that it 
be replaced by the creation “d’un centre 
tusiversel de conversations” where impar- 
tial experts will confer together in har- 
mony, deciding international problems on 
the basis of a truly international approach. 
He feels sure that the adoption and execu- 
tion of these decisions by the various states 
will not present insuperable difficulties. 
One wishes one could share this optimism 
without feeling that the auther’s conclu- 
sions are almost as utopian as those of 
some of the earlier writers whom he so 
soundly berates. 

Grayson Kirk 

University of Wisconsin 


Baupin, Louis. Free Trade and Peace. 
Pp. 87. Paris: International Institute of 
Intellectual Co-operation, League of Na- 
tions, 1939. 75¢. 

Professor Baudin wrote this excellent 
monograph for the Twelfth Session of the 
International Studies Conference, held at 
Bergen, August 27 to September 2, 1939. 
The general topic was “Economic Policies 
in Relation to World Peace,” and the ques- 
- tion for this paper was: “Have Unregu- 
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lated International Economic Relationships 
Made for Peace or War?” ‘The author 
first defined the nonregulated system in 
philosophy and in practice. It is the fa- 
miliar economic liberalism of the nine- 


teenth and early twentieth centuries; it 


allows for such things as tariffs, but stands 
in contrast to present systems of state con- 
trol, as in Russia and Germany. The con- 
clusions are conveniently expressed in the 
chapter headings. The nonregulated sys- 
tem has not been a cause of war, but it 
has not been a cause of peace. It is neu- 
tral. It may contribute to peace or to war, 
since it may furnish pretexts for war, or 
may be dominated by a warlike policy. In 
the final analysis, the causes of war are not 
economic. 

The study does not pretend to present 
results of original research; but it is more 
than a mere essay, and documents its crit- 
ique with references to a wide range of the 
phenomena of international trade and 
finance, and to many books published in 
several languages. The judgments are well 
balanced, sensibly discarding the peace 
claims of advocates of any particular eco- 
nomic regime. They will be of interest to 
certain schools of thought in this country 
which seem to suppose that all that is 
necessary to insure world concord is to 
formulate our foreign economic policy in 
terms of tariff reduction. The impartial 
economic observer, however rare he may 
be, will appreciate the refutation of the 
all too common notion that war motives 
are primarily economic. Interesting fea- 
tures include the well-informed discussions, 
with major illustrations, of tariffs and com- 
mercial treaties, international investments, 
raw-materials problems, and similar sub- 
jects, and, perhaps especially, the brief, in- 
cisive refutation of the Marxist theory of 
capitalism as the cause of war. 

JoHN DONALDSON 

George Washington University 


Tasca, Henry J. World Trading Systems. 
Pp. xi, 172. Paris: International Insti- 
tute of Intellectual Co-operation, League 
of Nations, 1939. $1.50. 

This is one of the series of special mono- 
graphs dealing with different aspects of 
economic policies in relation to world 
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peace, which were prepared for the inter- 
national studies conference held (ironi- 
cally enough) at Bergen in the late sum- 
mer of 1939. Its author, who had already 
published a book on the American Trade 
Agreements program, divides ‘trading sys- 
tems into regulated and unregulated ones, 
and addresses his competent study to the 
problem of trade between the two. For 
this purpose, he examines in considerable 
detail, first American and then British 
commercial policy toward Germany and 
countries with similar regimes. He points 
out, as is well known, that the American 
policy has centered around the uncondi- 
tional most-favored-nation principle, but 
admits the increasing difficulties which 
have beset the application of the principle. 
Techniques have been evolved to endeavor 
to meet these difficulties, but apparently 
with doubtful success. British policy, on 
the other hand, while giving lip service to 
the unconditional doctrine, has in fact bent 
itself to the exigencies of the new inter- 
national economic situation, until it stands 
more or less midway between the unregu- 
lated and the regulated systems, with a 
“strong pull” toward the latter. Since 
these general trends were already familiar, 
at least to students of international eco- 
nomics, the most valuable portions of the 
book are those which compactly assemble, 
case by case, concrete and well-selected 
materials on quantitative controls, monop- 
oly provisions, purchase agreements, clear- 
ing and payments agreements, and similar 
devices. Particularly realistic is the recog- 
nition, perhazs reluctant, that the uncon- 
ditional principle becomes difficult and pos- 
sibly meaningless when the attempt is 
made to apply it to trade with a country 
of regulated, or even of quasi-regulated, 
trade. The author nevertheless remains 
thoroughly devoted to the economic doc- 
trine of comparative advantage and to 
what he considers its counterpart, the pres- 
ent American policy, and is inclined to re- 
buke not so much Germany (that is appar- 
ently taken for granted) but Great Britain. 
In some slightly wordy conclusions, with 
most of which probably few would dis- 
agree, he says: “To argue that the trend of 
economic policies is away from the liberal 
system appears to be a specious and most 
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dangerous form of reasoning.” Th2 wish 
seems to be father to the thought; “such 
negative attitudes” are to be deplored. 
Many students, whether they like it or not, 
would argue that if the facts are faced, 
the trend toward controlled trade, almost 
everywhere but in the United States, must 
be recognized. But at the very date of the 
Bergen conference the present war broke 
out, and while it continues, controls of 
international trade and exchange will be 
progressively severe. It remams for all 
of us to see whether, when peace comes, 
these systems will become an essential part 
of the new world order or will largely dis- 
appear; nor will this necessarily depend 
entirely upon which nations are victorious. 
Joan DONALDSON 
George Washington University 


FEIBLEMAN, James. Positive Democracy. 
Pp. xv, 256. Chapel Hill: Umversizy of 
North Carolina Press, 1940. $2.50. 
The author hopes that democracy can 

survive the present cnsis, but it must be- 
come a “positive” one, founded upon the 
right relation between properties and citi- 
zens, guaranteeing not only the civil lib- 
erties—freedom of speech, of the press, 
and of peaceable assembly——but also eco- 
nomic liberty, the right to work, with the 
furtherance of the welfare of society and 
individuals as the goal. 

The wish of the author to strengthen the 
ideological foundations of modern democ- 
racy deserves praise, and also his method 
which tries to combine political research 
with philosophical principles. But it is a 
pity that the author is unable to think his 
ideas to the end. He has a good knowl- 
edge of philosophical books and terms, but 
he does not possess the real ingredient of 
philosophical study—the ability to find 
correct definitions. For instance, he 
writes: “The maintenance of democracy is 
only possible under some system of politi- 
cal pluralism. By political pluralism is 
meant the absence in an organized state of 
any single source of authority that is gl- 
competent and comprehensive. Any sepa- 
ration of powers serves to avoid a single 
source of governmental authority... . It 
is essential to the maintenance of the 
democratic form of government that tae 
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minority party, or parties, be enabled oc- 
casionally to wage a successful campaign, 
or at least be kept in the position of hav- 
ing its claims heard.” 

The author’s definition of democracy is 
arbitrary and not logical. The general 
definition of democracy can be nothing else 
than the self-government of the people. If 
you try to add any qualification to this 
general definition it will be impossible to 
prove the necessity of it. It is true that 
in the past, sometimes, a system of checks 
and balances was useful to democracy, as 
for mstance in Switzerland and in the 
United States; but if the majority of the 
people want another form of democracy, 
for instance, if the masses will trust only 
one party, or if they want to give the 
power to one strong parliament, nobody 
has the right to declare that this would not 
be a democracy. 

It is strange that some students of de- 
mocracy stress much more the rights of 
the minority than those of the majority. 
This is a very dangerous tendency. Under 
the German Republic, the enormous ma- 
jority of the people wanted the confisca- 
tion of the property of the former dynas- 
ties; but the mechanism of the Weimar 
Constitution was so complicated that the 
will of the majority of the nation could 
not be fulfilled. If many cases of the same 
character occur, the mass of the people 
wil feel that the so-called democracy 
cheats them, and will turn to a dictator. 
If we want to preserve democracy, we 
must make sure that under any circum- 
stances the will of the majority of the 
nation will prevail. 

ARTHUR ROSENBERG 

Brooklyn College 


WALTER, Kart. Towards Democracy: 
The Class Struggle and Its Place in Na- 
tional Unity. Pp. 120. London: P. S. 
King & Son, Ltd., 1939. 65. 

This is a useful and sympathetic, but not 
remarkable, account of the British labor 
movement, especially trade unionism, from 
Owen and the Chartists to the present. 
There is some connection between the 
main title and the subtitle, but it is not al- 
ways apparent. Mr. Walter rightly points 
out that the importance of the Parliamen- 
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tary wing of the movement is often exag- 
gerated. Distrust of trade unionism has 
been perverse because workers thereby 
showed their willingness to enter the capi- 
talistic system. The aim of the volume is 
to show that labor dare not be merely on 
the defensive. Trade unionism, the author 
argues, will sooner or later radically alter 
society, but since the general strike and the 
general vote are no longer the weapons, 
how? By continuous revolution. The 
goal is temporarily named as economic de- 
mocracy (which includes joint industrial 
control and an equitable distribution of 
wealth). On second thought, the goal and 
the name of the continuous revolution, in 
its English version may be trade unionism 
itself. 

The Labour Party is criticized for hav- 
ing become exclusive and divorced from 
the trade unions. The difficulty of recon- 
ciling industrial collaboration with Parlia- 
mentary defiance is discussed too briefly. 
“MacDonald was never a trade unionist 
and never liked or understood trade union- 
ism.” Walter’s contention is that the 
deep-rooted aspiration of the English peo- 
ple since the Chartists has not been for a 
working-class government, but for the abo- 
lition of class rule—for Parliamentary de- 
mocracy. British labor is criticized for 
having indulged in frequently bellicose in- 
ternationalism to the neglect of tasks on 
the home front. 

Mr. Walter is also the author of a vol- 
ume on the class conflict in Italy. 

Ricwarp H. HEINDEL 

University of Pennsylvania 


ROYAL INSTITUTE OF INTERNATIONAL ÅF- 
FAIRS. Nationalism. Pp. xx, 360. New 
York: Ozford University Press, 1939. 
$3.75. 

Why is it that nationalism, once in high 
repute, has so often been denounced in the 
present century as baleful and menacing, 
the fomenter of discord and war, and as a 
peril to the future of civilization? The 
shift of attitude cannot easily be explained. 
Nationalism is the outcome of a dispas- 
sionate inquiry, under the auspices of the 
Royal Institute, by a group of eight per- 
sons whose tentative findings were sub- 
mitted to numerous British and foreign 
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specialists for comment and suggestion. 
To which members of the group the ac- 
tual writing of the various chapters was 
assigned does not appear; but if the illu- 
sion of a collective enterprise is maintained 
oy anonymity, the different parts do not 
always mdicate a common origin. One 
would like to know “which was by Liddell 
and which was by Scott.” 

It is an aggressive quality—a new phase 
of an old phenomenon—that has given con- 
temporary nationalism a bad name. Some 
rations, after achieving the goal of inde- 
pendent statehood, have been tempted to a 
career of conquest and have sought to re- 
establish the thing that nations formerly 
held most hateful—the hybrid, multina- 
tional, despotic state. Why should nation- 
atism degenerate into imperialism? What 
are the predisposing conditions? They oc- 
cur most frequently, we are told, in indus- 
trialized and urbanized states, where the 
diffusion of wealth and leisure and educa- 
tion encourages paternalism in government. 
To dispose of surplus manufactures, for- 
eim markets must be found; and as the 
rivalries of international trade become 
more intense, military weapons may be 
employed to cut the Gordian knot. Such 
a course has appealed to both Germany 
and Italy. 

In these countries, as in Russia, we find 
monarchy or despotism, which it is now 
the fashion to call dictatorship. According 
to one school of thought, nationalism de- 
velops, by logical necessity, in the direction 
of authoritative collectivism; its nine- 
teenth-century association with liberalism 
could not last because of the incompati- 
bility of the two ideas. Since nationalism 
is the highest value, such alleged absolutes 
as :ndividual liberty cannot be allowed to 
impede the fulfillment of national ambi- 
tiors According to a second school, how- 
eve, nationalism has no particular affinity 
with any form of government, whether it 
be democracy or totalitarianism. The 
form will be determined partly by the gen- 
eral characteristics of the age and partly 
by the local environment. Nor is there 
any good evidence that nationalism is in- 
herently warlike. 

Throughout the volume—even where 
highiy controversial subjects are treated— 
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there is an obvious inclination to keep the 
balances even and avoid any show cf emo- 
tional prejudice. Conclusions, although 
sometimes open to criticism, have been 
reached without compromising the spirit 
of fairness. Such facts as the growth of 
nationalism in the Soviet Union (which 
might have been accompanied by sarcestic 
inquiries about the brotherhood of prole- 
tarian man) are registered with the detach- 
ment of a meteorologist charting areas of 
atmospheric pressure. One does encounter 
occasional vagueness and inconsistency. 
Tor example, the factors promoting na- 
tionalism do not remain constant: it would 
be difficult to reconcile three successive 
lists of them. Again, the importance of 
geography is stressed, minimized, and ig- 
nored: stressed as a barrier which even zhe 
speed of modern communications cannot 
overcome; minimized (mistakenly) ia the 
case of Italy and Spain; and ignored in the 
case of Ireland, where it has been clearly 
shown during two thousand years. These 
are minor defects, however. Among the 
large number of books that deal with na- 
tionalism, not more than two or three will 
be found as authoritative and useful. 
Epwarp McCHESNEY SAIT 
Pomona College 


Mayer, J. P. Alens de Tocqueville. Pp. 
xvii, 233. New York: Viking Press, 
Inc., 1940. $3.00. 


Mr. Mayer’s philosophical sketch (pub- 
lished earlier in London under the title: 
Prophet of the Mass Age) is happily de- 
voted to one of the clearest and most dis- 
tinguished minds of the nineteenth century. 
Furthermore, this brief intellectual biogra- 
phy can be recommended to the English- 
speaking world as timely, instructive read- 
ing; for Alexis de Tocqueville—who wes a 
Frenchman and an aristocrat, and who died 
as long ago as 1859—was possessed of a 
passionate interest in “democracy,” and a 
foreboding soul. 

At the age of twenty-six this scion of 
the old Norman noblesse risked his politi- 
cal career to sail to the United States and 
study the principles of republicanism and 
the phenomena of a classless society in the 
light of our Jacksonian age. The fruit of 
this journey was the publication of his 
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classic and extraordinarily penetrating De 
la démocratie en Amérique, a book that 
was translated into many languages, ard 
that has aged perhaps less than any work 
on its subject written before or since. 
Still pursuing the same interest, half op- 
timistic, half fearful, Tocqueville next re- 
visited the British Isles—and filled his let- 
ters and notebooks with observations. 
Next, by a personal ordeal in politics, as 
deputy, constitution maker, and Minister 
of the ill-fated Republic of 1848, he stud- 
ied the coming of mass rule and authori- 
tarianism in France. Imprisoned and 
driven from office by his own President, 
Louis Napoleon, Tocqueville turned finally 
from a realized tyranny to a study of its 
origins and its meaning for the Western 
World. The product was two further 
books: one a sheaf of reminiscences so acid 
and explicit that they were withheld from 
publication for forty years, the other a 
pioneer analysis of the causes of the 
French Revolution so keen and intelligent 
that it influenced the whole subsequent lt- 
erature on that historic movement. 

It is from these three enduring books 
and from Tocqueville’s illuminating and 
prophetic le:ters (as published after Ins 
death) that Mr. Mayer has selected his 
materials. Appropriately, the vicissitudes 
and failures of Tocqueville’s career are 
barely alluded to. Instead, new ground is 
broken in the attempt to link together the 
most striking expressions of Tocqueville’s 
pessimistic genius into a coherent philo- 
sophical narrative. And, with all due al- 
lowances for exaggeration on the part of 
both editor and prophet, what Tocqueville 
said about blithe komo sapiens in the pres- 
ence of his longed-for “Democracy” makes 
sober and arresting reading today. 

The defects of Mr. Mayer’s presentation 
may be listed briefly. His book is pro- 
fessedly only an introduction to Alexis de 
Tocqueville, not an exhaustive discussion. 
It also makes no use of Tocqueville’s un- 
published letters and manuscripts. In in- 
terpretation it is sometimes uncritical and 
enthusiastic. On occasion, Mr. Mayer 
leans heavily on the one-sided and preju- 
diced work of Antoine Redier—as may be 
detected in the passages discussing Tocque- 
ville’s catholicism, his wife Marie Mottley, 
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his youth, and his trip to America. On the 
last-named experience, which was funda- 
mental to Tocqueville’s thought, Mr. May- 
er’s essay mentions but does not benefit 
from the voluminous materials recently 
published in the United States. Accord- 
ingly, Tocqueville’s American observations 
are slighted and his English observations 
are perhaps given unwarranted emphasis. 
Again, it is disappointing to find Mr. 
Mayer perpetuating the old English and 
American error of calling his hero De 
Tocqueville. Finally, the publishers have 
not seen fit to mention the earlier publica- 
tion of this essay in England. 

On the credit side stand the pioneer at- 
tempt at synthesis, a very real appreciation 
of the significance of Tocqueville’s thought, 
a bibliography of German commentators, 
and a striking analysis of Tocqueville’s in- 
fluence on the sociologists and historians 
of the Continent as a whole. 

G. W. PIERSON 

Yale University 


BIRCHALL, Freperick T. The Storm 
Breaks. Pp. 366. New York. The Vik- 
ing Press, 1940. $3.00. 


This is a review of events leading to the 
outbreak of the war in Poland by one of 
America’s best-known foreign correspond- 
ents. Mr. Birchall went to Europe as 
chief European correspondent for the New 
He arrived on the 
European scene just as the National So- 
cialists were coming into power in the 
Reich. Those were the days when the 
Nazis were as yet an unknown quantity. 
Few people then thought Hitler would last 
in power. Few thought he would mate- 
rially affect Germany or Europe, in spite 
of his writing and oratory. Mr. Birchall 
arrived in a fairly complacent Europe. 
The British and the French were not 
greatly disturbed at the ascendancy of Hit- 
ler. The author did not share this com- 
placency. The great Nuremberg rally in 
1933 convinced him that National So- 
cialism was deeply rooted in Germany and 
that it would stay long. He saw that it 
was starkly different. It was a real revo- 
lutionary movement with new sets of val- 
ues and disturbingly new techniques. The 
Reichstag fire and the subsequent events 
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“removed the mask of National Socialism” 
for Mr. Birchall, but it did not appear to 
upset the British or the French. 

Birchall was in Vienna when the Chris- 
tian Front of Dollfuss turned the artillery 
on the homes of the Socialists. He was 
there when Dollfuss was assassinated in 
the abortive putch. He saw collective se- 
curity scrapped during the Ethiopian crisis 
by the machinations of Sir Samuel Hoare 
and Pierre Laval. He learned authorita- 
tively that Marshal Pilsudski tried to get 
the French to join Poland in a joint attack 
on Germany when Hitler sent armed forces 
into the Rhineland, but that the French 
refused, He witnessed the fall of Austria, 
the war in Spain, and the end of Czecho- 
slovakia, He saw Neville Chamberlain 
leave Munich with “peace for our time.” 
The tragic comedy of errors was drawing 
to a close when Birchall left Europe. The 
German Blitzkrieg was blasting Poland 
from the map. 

The reader will find little new material 
in this book, but he will find it a fascinat- 
ing eyewitness account of the breakdown 
of the European system created by the 
Versailles victors. Whether the author in- 
tended it so or not, his vivid word pictures 
of mellow days in England and of con- 
trasting strident hours in militant Germany 
leave the reader with the feeling that Mr. 
Birchall thinks the mellow days are gone 
for a long time. He believes the democra- 
cies will win the war, but he does not give 
much evidence to support his belief. He 
is candid enough to admit that the world 
after the war will be vastly different from 
before it. Like most of us, however, he 
has little more than hope that it will be a 
better world. 

Witiiam J. Ronan 


New York University 


Rostnsxi, HERBERT. The German Army. 
Pp. 267. New York: Harcourt, Brace & 
Co., 1940. $3.00. 


The author has been identified with mili- 
tary studies in the path of Clausewitz, the 
only classical writer on modern war. He 
lectured at several military academies and 
was a joint founder of the German Society 
for Military Sciences, headed by General 
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von Cochenhausen and sponsored by such 
experts as the late Colonel Koeth, chair- 
man of the Economic War Board during 
the first World War. When the author 
was about to become head of the new fac- 
ulty of Military Sciences at the University 
of Berlin, he got into difficulties with the 
regime and left Germany. At present he . 
lives in London as a writer, and occasion- 
ally contributes to the New York Times. 

Rosinski seems to be well qualified for 
his task to describe “the spirit of a great 
tradition, the soul of an army and more 
than that, a new form of life, narrow, 
harsh, with many faults and shortcomings; 
yet with all its defects a mighty, spiritual 
force not ignoble in its subordination and 
sacrifice of everything to one idea: duty.” 
Thus the Prussian Army came into being, 
and it may be worth while in this context 
to remember those fateful years which in- 
augurated a new phase.in its career: 1640- 
88 (the Great Elector), 1740-86 (Fred- 
erick the Great), 1840-71, and 1940, 
Standing armies and population policies, 
artillery and engineers, a “uniformed” de- 
mand for man power and manufactures, 
mark an integrating process the influence 
of which on the formation of modern Eu- 
ropean society can scarcely be overrated. 

Contrariwise, the revolutionary levée en 
masse and the Napoleonic wars of move- 
ment became operative in disintegrating 
the close cadres of a paternalistic and ab- 
solute rule. Although reformative tend- 
encies had by no means been lacking from 
1793 to 1806, nothing short of complete 
defeat could bring about a decisive turn. 
Carried on by Scharnhorst, Gneisenau, and 
other prewar adepts of the new popular 
warfare, the Prussian Army amalgamated 
professional and militia (Landwehr) troops 
into a more or less coherent unit. After 
1860, however, the enlarged forces of King- 
Emperor William I adopted the main traits 
of a society that was to be capitalistic and 
militaristic at once, while the Social Demo- 
crats continued to follow the liberal mirage 
of a universal militia (VolAswehr). 

It was not until the first World War that 
the German war machine was put to it 
decisive test. Though formed by Moltk 
and Schlieffen, the General Staff of 19 
showed a definite Jack of comprehensi 
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The compromise which Bismarck had es- 
tablished between the old regime and the 
new bourgeoisie broke down. “Unintellec- 
tual” Hindenburg and “inelastic” Luden- 
dorff got the upper hand only to destroy 
the internal balance of power. Political 
antagonism and class differences led again 
- into a major disaster whose detail the au- 
thor outlines with analytic coolness. 

Out of the revolutionary disintegration 
came nothing but an abortive civil war. 
Unable to build up an instrumentum regni 
of their own, the moderates relied upon a 
Reichswehr that carried on its authori- 
tarian tradition. Generals Groener, von 
Seeckt, Hammerstein, and Schleicher held 
their small forces apart and, potentially 
at least, in a condition to materialize “a 
new spirit of social feeling” conducive to 
“a new community between soldier and 
worker.” There were, e.g., 600 to 700 
“rankers” among the 4,000 officers of the 
Reichswehr. 

Whereas some technical buttresses had 
been located in Sweden, Spain, and espe- 
cially Soviet Russia, from 1922 through 
1935, Seeckt’s selected professional cadres 
were recruited since then on a mass basis 
and the Weimar paraphernalia easily dis- 
cerded. In the author’s view, there existed 
no real communistic danger. Trade union 
and party leaders meekly surrendered. Yet 
all the more, the new army and Hitler’s 
rapidly rising authority were molded in 
one, General Staff and S.S. being bound 
by the same oath of allegiance. Today 
war is shaking again, and to unpredictable 
ends, the social fabric of all contending 
powers. In the reviewers opinion this 
armed clash of “total war” is but the cloak 
beneath which lingers a basic transforma- 
tion of our twentieth-century society. 
While Rosinski rather eschews the inevita- 
ble effects of such a revolutionary process, 
he expressly restricts the pretensions of 
those recent writers who overemphasize 
the thesis and the impracticability of a so- 
called lightning war. To avoid further 
obscuration, it would be helpful indeed to 
heed the unimpeachable report of this mili- 
‘ary expert. 

FRIEDRICH LENZ 


Washington, D. C. 


THE ANNALS OF THE AMERICAN ACADEMY 


FERGER, Ernst. Frieden und Abendland. 
Pp. 303. Zurich. Max Niehans Verlag, 
1940. Fr. 9 80. 

Carr, Epwarp HALLETT. The Twenty 
Years’ Crisss 1919-1939. Pp. xv, 313. 
New York: The Macmillan Co., 1939. 
$3.00. 

ZIMMERN, ALFRED (Ed.). Modern Politi- 
cal Doctrines. Pp. xxxiv, 306. New 
York: Oxford University Press, 1939. 
$2.50. 

All these three books were occasioned 
by the present world crisis, and although 
they were written before the outbreak of 
the present war, they were nevertheless 
written in view of it. The books are dif- 
ferent in their outlook and in the ways 
and methods which they suggest to over- 
come the present crisis. Mr. Ferger pro- 
poses in his bcok a peaceful solution which 
is largely based upon the acceptance of 
Signor Mussolinis European four-power 
directorate and of the territorial arrange- 
ments of the pact of Munich, which the 
author regards as 2 very wise step. Great 
Britain, France, Germany, and Italy would, 
within their frontiers at the time of Mu- 
nich, form a close union and would jointly 
administer Africa. The solution attempted 
in this book is in no way a solution for the 
world; the author pleads for the dissolu- 
tion of the League of Nations. He is in- 
terested only in peace for what he calls the 
Occident, Great Britain, France, Germany, 
and Italy. He wishes to achieve it by an 
appeasement of the two revisionist powers 
of his Occident, and to that goal he sacri- 
fices the interests of the natives of Africa. 
The author has, on the whole, a very fa- 
vorable judgment of the Italian type of 
Fascism; he is more critical of German 
National Socialism; but in both cases he 
very definitely underestimates the dynamic 
nature of their philosophies and the 
strength of their hold upon the mind of 
the youth. 

Professor Carr approaches the problem 
not so much from the point of view of a | 
future peace as from that of the twenty 
years preceding the present war. His anal- 
ysis is always informative, well written, 
and sharply pointed; but it seems doubtful 
how far it is helpful. He rightly empha- 
sizes the element of power in politics, 4m 
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one can sincerely agree with much of what 
he says against utopianism of a certain 
kind, namely, wishful thinking not backed 
by force or by a clear vision of the ways 
of realization But his realism easily be- 
comes unrealistic by its underestimation 
of the moral element. Professor Carr was 
during many years an important member 
of the staff of the British Foreign Office; 
and if his view prevailed there, it can be 
well understood why Great Britain has 
taken the course in which Mr. Chamber- 
lain led and which has brought Great Brit- 
ain into the present situation. Professor 
Carr accepts in very many points the pre- 
dominant German contempt for what is 
called m Germany the western or natural- 
law conception of law and thought. His 
attitude in essential points is almost in- 
distinguishable from that of many German 
political thinkers and propagandists. If he 
rightly expresses the attitude of the British 
Foreign Office, then there is really very lit- 
tle hope for the makers of the coming 
peace. Professor Carr’s criticism is not 
always without foundation. The positive 
part of his book seems to me rather mea- 
ger and sterile. It is interesting that no 
attention is paid to France in an English 
book which deals with the history of inter- 
national relations in the period between the 
two wars. 

We are on entirely different ground in 
Professor Zimmern’s little book. Men like 
Zimmern, Toynbee, or Norman Angell are 
the chief targets of Professor Carr’s sar- 
casm. The lectures brought together in Sir 
Alfred’s book were addressed to theology 
students and were delivered at the begin- 
ning of 1939, before the change in British 
public opinion and in Mr. Chamberlain’s 
mind. But even today this book is well 
worth reading, especially in the United 
States. In the great tradition of Lord Ac- 
ton, Professor Zimmern frankly states: 
“Let us cherish as a precious part of our 
national heritage the habit of seeing and 
judging political issues—contemporary po- 
htical issues—in moral terms.” That was 
also Woodrow Wilson’s attitude. Profes- 
sor Carr thinks it utopian, but the world 
would be today in a different situation if 
the visionary moralists had been followed 
and if the realists (all these names taken 
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in underscored quotation marks) had not 
despised their advice. Sir Alfred rightly 
warns that one of the “commonest mis- 
takes made by well-meaning people is to 
allow themselves to be lured on to their 
opponent’s ground and then to have a ver- 
dict snatched from them.” ‘There are few 
contemporary pieces of as expert and truly 
realistic writing as the lecture on peace 
which Professor Zimmer delivered before 
theology students in February 1939, which 
implied an attitude that has been amply 
justified by. subsequent events. Had it 
dominated the mind of the English and 
other democratic peoples, instead of the 
prevailing moral and mental confusion, it 
could in all probability have averted those 
events. 
Hans KOHN 
Smith College 


WERTH, ALEXANDER. France and Munich. 
Pp. 447. New York: Harper & Broth- 
ers, 1939. $3 50. 

WISKEMANN, ELIZABETH. Prologue to 
War. Pp. ix, 332. New York: Oxford 
University Press, 1940. $3.00. 

Both these books were written before 
the outbreak of the present war; neverthe- 
less, they concern us today even more than 
when they were written. The outbreak of 
the war had the strange consequence of 
making many people forget what had hap- 
pened before the war, and inducing them 
to interpret recent and present events in 
the light of wishful thinking. These two 
important books—even indispensable to an 
understanding of our time—may help to 
clanfy our thought in many respects. Both 
deal with the same period; both are writ- 
ten by experienced observers who can be 
accepted as reliable guides through the 
maze of present-day events. Mr. Werth is 
an English newspaper correspondent in 
France to whom we owe two previous 
studies on contemporary France, taking an 
inventory of that country’s situation in 
1934 and 1937. Now he resumes this 
story in an understanding and detailed dis- 
cussion of France in 1938-39, before and 
after Munich. Miss Wiskemann is an 
English woman whose scholarly and im- 
partial survey of the nationality conflict 
in Bohemia and Moravia attracted well- 
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deserved attention. Her Czechs and Ger- 
mans contained an important warning not 
heeded by the fervent Germanophiles in 
the western democracies. Her new book 
analyzes the penetration of National So- 
cialism in the smaller countries to the east, 
southeast, and south of Germany. 

Both books give an interesting and re- 
vealing picture of what we call today the 
“fifth column,” of the moral and mental 
confusion produced in the prospective vic- 
tims of National Socialist aggression 
through National Socialist propaganda. 
Mr. Werth gives quotation after quotation 
showing the disastrous effects of the in- 
voluntary co-operation of pacifists, isola- 
tionists, and outspoken Nazi sympathizers 
(a coalition which has since been joined 
by the Communists), and showing France’s 
road to the brink of catastrophe. But he 
tells also of the strong moral fiber of the 
French people which reasserted itself in 
spite of the fact that even in March 1939 
the paper of Monsieur Bonnet carried one 
“pacifist” article after another, saying that 
force should not be opposed by force and 
that all the tales about German plans 
against Prague or against Poland were 
nothing but “lies” spread by “war- 
mongers.” The book makes painful read- 
ing, because it shows very clearly how the 
democracies brought themselves into their 
present plight. It is a tragic picture of 
empty illusions, of ostrich-like turning 
away from the realities of the foreign situ- 
ation to the comforts of home politics, of 
misguided and misused pacifism, of isola- 
tionism: a picture rarely presented with 
such clarity, and unfortunately a situation 
in no way confined to France, but repeated 
in 1940 in many other countries. 

Miss Wiskemann’s book is much less de- 
tailed, and it discusses countries and situa- 
tions less known to the general reader: 
Hungary, Rumania, the Southern Slavs, 
the Poles and Ukrainians, and Switzerland. 
Miss Wiskemann shows the disrupting in- 
fluence of National Socialist propaganda 
and action, especially also the importance 
of anti-Semitism as a Nazi weapon. Her 
conclusion is borne out by all the facts, 
namely, that “the pursuit of neutrality 
suits Germany’s plans. National Socialist 
Germany knows very well that one cannot 
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be neutral towards totalitarianism—it is 
something which, by definition, one must 
accept or reject. If each country waits 
until its own territory is openly attacked or 
a prey to ‘spontaneous revolt’ from within, 
each separately is helpless” before fascist 
aggression, and every vow to defend the 
territory with armed forces is aimless and 
suicidal. Fascist nations, Miss Wiskemann 
concludes, understand no argument but 
force; the issue in this war, as she points 
out, is the different conception of what the 
Swiss German poet Gottfried Keller has 
called Menschenwurde. It was he who 
gave the answer of the Swiss Germans to 
the political conceptions of national inde- 
pendence and power which became domi- 
nant in nineteenth-century Germany: “Was 
scheret uns ein freies Lond, wenn, die drin 
wohnen, Knechte sind?” (What do you 
care about an independent country, if 
those who live in it are slaves?) 
Hans Koun 
Smith College 


Barnouw, ApriaAN J. The Dutch: A 
Portrait Study of the People of Holland. 
Pp. xii, 297. New York: Columbia Uni- 
versity Press, 1940. $3.00. 

The author of this book is an expatriated 
Dutchman who has been since 1919 Queen 
Wilhelmina professor of the history, lan- 
guage and literature of the Netherlands at 
Columbia University. He sets himself the 
task of suggesting to the American reader 
“a clearer conception than a definition 
could give of the characteristic traits that 
make the Dutch nation what it is—a na- 
tion closely related to the German and the 
English, and yet so clearly distinct from 
both that political independence is its nat- 
ural and necessary habitat.” 

Most people familiar with life in the 
Netherlands will be inclined to agree that 
the author has been highly successful and 
discriminating in his choice of facts from 
which he compounds the Dutch national 
character. The book is not loaded with 
statistics measuring the quantitative as- 
pects of Dutch life. Indeed, strange to say 
in this age of economic misinterpretation, 
there is not even a chapter on the economic 
life of the Dutch. This omission is almost 
ostentatious. What the reader will find, 
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however, is a skillful, and frequently amus- 
ing, estimate of Dutch national psychology 
and Dutch national attitudes, drawn from 
a discussion of its language, literature, 
architecture, painting, education, public 
works, religion, and national and inter- 
national politics. 

The picture Professor Barnouw draws is 
one of historic continuity rather than of 
flamboyant contrasts. The Dutch “move 
in a world of moderation, where progress 
is neither tardy nor headlong, where the 
great are neither idolized nor damned.” 
Apropos of the prospects for a simplified 
social system of the fascist or nazi type, 
the conclusion is that the Hollander is “a 
critical animal” whose “habit of analytical 
reasoning makes him unfit for a social 
order that tolerates no fine distinctions.” 
Paradoxically enough, it is exactly because 
this does seem to be a true estimate that 
the Dutch have been forced in recent years 
to place upon themselves the yoke of mili- 
tary discipline and the burden of heavy 
military expenditures. 

Max GIDEONSE 

Rutgers University 


Lyons, EUGENE. Stalin: Czar of all the 
Russias. Pp. 292. Philadelphia: J. B. 
Lippincott Co., 1940. $2.50. 

It is related that when Jenghiz Khan 
died in 1227 while on a campaign, “the 
funeral escort that bore his corpse home- 
ward slaughtered every person whom they 
met, in order to prevent the news of his 
death from being divulged.” If readers of 
Stalin’s latest biography seek a parallel to 
his rule over the Soviet Union, they must 
remember Jenghiz Khan, for there alone is 
the nearest known parallel. The deadly 
secrecy which was to guard the death news 
of the Mongol ruler more than seven cen- 
turies ago is similar to Stalin’s policy of 
hermetically sealing some 170 millions in 
his domain since his rise to power. That, 
among other known brutalities, is the one 
characteristic of the yoke of a monolithic 
party, headed by a monolithic man, and 
tuling over a large country which still re- 
mains an enigma. The enigma has fre- 
quently been explained, and some terrible 
secrets have often leaked out. Now, thanks 
mostly to the works of Mr. Lyons and Mr. 


155 


Chamberlin, we know the life and death of 
that ceaselessly terrorized society in its 
sordid outlines; and this we know even 
though a host of equally able correspond- 
ents, such as Duranty, Fischer, and Hin- 
dus, have failed to tell us. It is about time 
that those who have gulped endless dream- 
tales about the Soviet Union, and especially 
those in this country who still defy and 
evade the Dies Committee, take stock of 
what they have swallowed, if only to see 
what manner of men, or rather a man, rule 
over this “promised land.” 

Many harsh and incredible things have 
been said of Stalin; and he would unblush- 
ingly own all of them if by some mental 
convulsion he were to write a true auto- 
biography. We should not expect that. 
But what we expected from those few who 
have known him personally, who have for 
years lived in his land, and who have wit- 
nessed the tragic history of his rule from a 
grandstand seat, is here offered in a brief, 
readable, and authentic biography (authen- 
tic as much as possible under the circum- 
stances). This book is perhaps the best 
yet available in any language; surely the 
best in English. Mr. Lyons is eminently 
qualified in the performance of his chosen 
task, for as the Moscow correspondent of 
the United Press during the formative 
years of Stalin’s rule (1928-34) he had the 
opportunity to observe his subject; he was 
the first foreign correspondent to interview 
Stalin (a privilege shared by only five or 
six others); and in his privileged capacity 
many Soviet secrets were known to him, 
secrets closely guarded from thousands of 
“guided” tourists. Nor is he uninitiated in 
pre-Soviet Russian life. Though some de- 
tails in the early career of Stalin need cor- 
rections (he never was marked for the 
priesthood, contrary to this misconstrued 
statement repeated by many writers), and 
though his comparison (an innocent deduc- 
tion) of Russian characteristics with those 
of the Tartars and unruly Caucasians is 
mostly misleading, yet his work merits 
careful reading and close study for an un- 
derstanding of one whose craving for 
power knows no limits, who seems to be 
devoid of many elemental human princi- 
ples, who is the most cruel practitioner of 
the crude “ends and means” creed, and 
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whose partial responsibility for the present 
war can never be forgotten. 
A. O. SARKISSIAN 
Columbia University 


Wotrers, ARNOLD. Britain and France 
between Two Wars. Pp. 467. New 
York: Harcourt, Brace and Co., 1940. 
$3.75, 

We are glad to report that Wolfers’ vol- 
ume has the distinction of being one of the 
most important studies of the diplomatic 
history of postwar Europe. This we can 
state without any mental reservation, and 
even though we have been engulfed with 
an ever growing flood of publications tell- 
ing us why and wherefore Europe has been 
on the way to World War II during the 
past few years. 

In particular, we must express our graii- 
tude to Wolfers for making two definite 
contributions. In the first place, he dispels 
several popular myths, such as the all-too- 
easy assumptions that the terms of the 
Treaty of Versailles must bear responsibil- 
ity for what followed; that the postwar 
economic policies—erection of new and 
higher tariff walls, unsound international 
capital movements, debt payments, and the 
manipulation of currencies—must be 
blamed; or that there is a single “devil,” 
such as Hitler, responsible for the present 
debacle. Wolfers is a true empirical 
scholar, and he demonstrates his capacity 
to view our postwar history in all its hor- 
rible complexity without falling into the 
pit of naive simplicity as many of our in- 
nocent interpretations of international af- 
fairs do by ascribing the postwar steady 
drift to the present war in terms of some 
simple theory—such as the thesis of 
“haves versus have nots,” or that wars are 
made because “bad” men make them, or 
that men fight because they have an in- 
stinct of pugnacity. 

It is true that Wolfers builds his story 
around the thesis (and here we credit him 
with his second major contribution) that 
France and Great Britain desired to pre- 
serve the newly established peace at Ver- 
sailles, but each set out to follow its 
own particular strategy of peace which 
each believed was in its best interests— 
with the result that the conflict between 
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their policies became a major source of 
their misfortunes. Fortunately, Wolfers’ 
underlying theme is not built on a a priori 
reasoning which would take his thesis as 
a starting point and look for the incidents 
justifying his assumption, but on his care- 
ful survey and evaluation of the diplo- 
matic aspects of postwar Europe in all 
their complicated nuances and ramifica- 
tions. We can thus see, step by step, how 
the two countries developed their policies. 
Here was a choice of two types of peace 
policy. One consisted of building up un- 
questioned preponderance of power on the 
side of the defenders of the established 
order, and in equipping them with the 
means of coercion necessary to prevent a 
successful revolt. This brand of French 
policy insisted on holding the lid down on 
the boiling kettle of European unrest and 
dissatisfaction. The other, the British 
strategy, called for a removal of the causes 
of revolt in order to eliminate the chances 
of an explosion. This meant taking the 
new order merely as a starting point in a 
process of continuous adjustment, intended 
eventually to produce a new and more gen- 
erally satisfactory settlement. Great Brit- 
ain, by virtue of her geographic position, 
her interests, and her outlook on European 
affairs, was drawn toward this alternative, 
although not without certain important 
reservations. In the background of these 
dramatic moves there was also the Wil- 
sonian peace policy favoring the League 
and collective security, complicated by 
Lenin’s call upon Europe to unite under 
the banner of Communism. 

The road to ruin began to reach its cli- 
max after 1929 when economic disaster 
undermined the strength of the satiated 
powers, while it increased the discontent of 
the others. The movement gained in mo- 
mentum from many factors—from the 
power of faith in a just cause as well as 
from bitter resentment, from the pressure 
of economic adversity as well as from un- 
satiated ambition and dreams of empire. 
Revolutionary forces mingled with nation- 
alistic passions to help undermine the es- 
tablished order, although the threat of this 
eruption threw its shadow over the policies 
of Paris and London from the very start. 
In the second postwar decade peace was 
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not preserved because the defenders of the 
peace and of the status quo were not 
strong and united enough to keep the 
forces of revolt under control and because 
they were unable to reach new agreements 
with their opponents by which to appease 
them before the revolt flamed out into war. 
French and British peace strategies were— 
to repeat—almost continually in conflict 
and ended in failure. Noteworthy also is 
Wolfers’ conclusion that “as long as there 
are many great sovereign powers in Eu- 
rope, a balance of power is the only avail- 
able alternative to the domination of one 
nation or of one group of nations over the 
others. To create a new balance of power 
does not solve the question of European 
peace; it is not a ‘peace plan,’ but merely 
one necessary element of an agreement on 
Europe’s crucial problem, Germany’s place 
and power.” 

Such, in short, are the main outlines of 
Wolfers’ brilliant presentation. Obviously 
the length of the work prevented him from 
telling us also the story of internal politics 
of each country behind the main interna- 
tional moves. Let us hope that Wolfers 
will give us some day a detailed analysis of 
the interplay of internal forces with the 
foreign moves. We would like to read 
here, too, more about the role played by 
the Balkans in this game of power politics. 
A minor point may be raised also in regard 
to Wolfers’ consistent practice of citing 
numerous French reports and speeches in 
French without appropriate translations. 
Not that we cannot read our French, but 
the subtle meaning of many phrases might 
be lost to the reader not really an expert 
in French. 

The Yale Institute of International 
Studies, directed by Nicholas J. Spykman, 
must be congratulated for continuing to 
present us with its studies of such high 
quality—A. Whitney Griswold’s The Far 
Eastern Policy of the United States 
(1938), George T. Davis’ A Navy Second 
to None (1940), and now Wolfers’ contri- 
bution. 

Josera S. Roucek 

Hofstra College 


PRIESTLEY, HERBERT INGRAM. France 
Overseas Through the Old Régime. Pp. 
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xvii, 393. New York: D. Appleton- 
Century Co., 1939. $5 00. 


With the publication of the present 
book, Professor Priestley has concluded his 
two-volume history of French colonial ex- 
pansion. The first volume, published in 
1938, dealt primarily with the period since 
the Congress of Vienna, bringing the ac- 
count down to 1936. The present volume 
appears in the wrong sequence, for it be- 
gins with a chapter on the Crusades and 
traces French colony building through the 
Age of Discovery and up to the post- 
Napoleonic Restoration. The work is now 
complete and it can be judged as a whole. 

In reviewing the first volume (in THE 
ANNALS, Vol. 205, pp. 177-78) the present 
reviewer expressed the feeling that while 
Professor Priestley had done a vast amount 
of exploratory work, referring to thousands 
of French sources, the book seemed to be 
a monument to patient research rather 
than to creative scholarship. A product 
of insufficient digestion, the book seemed 
overfull of confusing and unimportant de- 
tails and almost devoid of interpretation. 

After an examination of this second vol- 
ume this reviewer is inclined to stick to 
his guns. The work is imposing, clearly 
the most detailed account to be found in 
English, but it is marred by a persistent 
refusal on the part of the author to pass 
any judgments, to highlight the important 
and to disregard the trivial, or to place 
colonial expansion in the setting of do- 
mestic conditions in France. Since this 
last point is perhaps less important in con- 
sidermg pre-Napoleonic expansion than in 
evaluating the process of modern imperial- 
ism, the first volume seems distinctly the 
better of the two. Both have a certain 
value, but one cannot help feeling that it 
was a pity that the author, after doing so 
much weary spadework, did not go on to 
write the sort of book that so much work 
ought to have enabled him to do. 

GRAYSON Kirk 

University of Wisconsin 


RoBERTSON, WILLIAM SPENCE. France 
and Latin-American Independence. Pp. 
xv, 626. Baltimore: The Johns Hopkins 
Press, 1939. $3.75. 


Discussion of America’s relation to the 
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current war in Europe has reminded our 
people that France is still an American 
power and owns colonies (Martinique and 
French Guiana) in the region that we gen- 
erally think of as Latin America. Simi- 
larly, the film “Juarez” recently reminded 
our people that in the 1860’s France sent 
an army to occupy one of the Latin 
American countries, Mexico, and helped to 
establish there the short-lived empire of 
Maximilian, a prince of the Austrian house 
of Hapsburg. 

These reminders that the political sepa- 
ration of the New World from the Old has 
been a slow and halting process and is not 
yet complete, give a special interest to Dr. 
Robertson’s new book, which deals with 
the period early in the nineteenth century 
when the Latin American nations first won 
their political independence and when 
France was far more deeply concerned in 
the affairs of America, both North and 
South, than it is at the present time. 
France was directly affected by the inde- 
pendence movement, since it was the 
mother country of one of the rebellious 
colonies, Haiti, which, by the way, was the 
first of them all to rebel. France was also 
keenly interested in the commercial, politi- 
cal, and ideological aspects of the whole 
independence movement, partly because it 
was bound by exceptionally close ties to 
Spain, the mother country of most of Latin 
America. 

To begin with, it was Napoleon Bona- 
parte who “shook the tree of liberty” in 
Spanish America by his invasion of Spain 
and Portugal in 1807—1808—an invasion to 
which pro-Ally commentators are now 
hopefully comparing Germany’s current in- 
vasion of Scandinavia. At first, Napoleon 
hoped that this invasion would give him 
control of the Spanish and Portuguese col- 
onies in America. When British sea power 
and colonial resistance disillusioned him on 
that point, he next tried to promote the 
emancipation of the colonies with the aid 
of the Vatican and the United States. For 
obvious reasons, our government was sym- 
pathetic; but the War of 1812 with Great 
Britain kept it otherwise occupied until 
Napoleon had been overthrown. 

With the restoration of the Bourbon 
monarchy in 1814, France reversed its po- 
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sition and became a strong supporter of 
Spanish interests in America. This was 
partly because of the dynastic connection 
between the restored Bourbons of Paris 
and Madrid, and partly because the French 
Bourbons naturally supported the ideology 
of legitimacy and divine-right monarchy 
against the opposing ideology of popular 
sovereignty and republicanism. Soon, 
however, the French court came to the 
conclusion that a part, at least, of Latin 
America was sure to win its independence 
in the long run; and in an effort to recon- 
cile ideology with common sense, and at 
the same time to gain advantages for 
French commerce, French ministers tried 
to bring about the establishment of in- 
dependent monarchies under European 
princes in Argentina and other parts of 
Latin America—an effort that foreshad- 
owed France’s support of Maximilian in 
Mexico nearly half a century later. In 
this effort and at many other points, the 
court was hampered by the rivalry of Eng- 
land, which had commercial and political 
interests of its own to promote in Latin 
America, and by the division of opinion 
in France itself on the Latin American 
question. This division was brought out 
clearly by President James Monroe’s fa- 
mous pronouncement of 1823, for while 
official opinion in France condemned the 
Monroe Doctrine, many French liberals 
applauded it warmly. As other writers 
have already shown, the Doctrine had little 
immediate influence on policy in France or 
any other European country. For several 
years French ministers continued to play 
with the idea of intervention of one sort 
or another in Latin America; and it was 
only after France’s own July Revolution 
of 1850 had knocked the principle of legiti- 
macy into a cocked hat that France began 
to recognize the independence of the new 
Spanish American states. 

Dr. Robertson has told this story in 
great detail, and he has also discussed at 
length such special cases as those of Portu- 
guese Brazil and France’s own former col- 
ony, Haiti. His account is based on an 
exceptionally careful and extensive investi- 
gation of manuscript sources in the ar- 
chives of France and many other countries, 
as well as on a multitude of special studies 
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of the subject by other scholars. While 
he has relatively little to say about related 
questions, such as economic interest and 
public opinion, his account of the purely 
diplomatic aspects of the problem is ex- 
haustive and will probably remain definiti- 
tive for a long time to come. As a product 
of multiple-archival investigation of diplo- 
matic history, this is one of the best books 
published anywhere in recent years. 
ÅRTHUR P. WHITAKER 
University of Pennsylvania 


Stewart, RoserT B. Treaty Relations of 
the British Commonwealth of Nations. 
Pp. xxi, 503, New York: The Macmil- 
lan Co., 1939. $5.00. 

Mr. Stewart has performed an excellent 
service in this monograph dealing with the 
treaty relations of the British Common- 
wealth. It is one to which the present in- 
ternational situation will lend an increasing 
importance. While the book is perhaps 
not so outstanding as Professor Elliott’s 
highly laudatory foreword would seem to 
imply, yet it is a useful, careful, and ob- 
jective survey, which, as a first book, is 
full of distinct promise. 

The first chapter on the political struc- 
ture of the British Commonwealth is too 
compressed and it is commonplace. It 
could well have been cut in half. The sec- 
ond chapter is historical, as are the next 
three. They contain nothing new and 
nothing that is not already well covered 
elsewhere. Their chief merit lies in the 
fact that Mr. Stewart has consolidated the 
history and thus made it possible for for- 
eign students, especially, to obtain a good 
general view of the developments up to 
the beginning of the World War. The con- 
cluding six chapters are the best in the 
book, covering the Dominions in the World 
War, treaty-making since the World War, 
the Great Seal and treaty-making, present- 
day treaty procedure, international labor 
conventions in the federal Dominions and 
India (the best chapter in the book and of 
great interest for American readers), the 
inter se doctrine and commonwealth trea- 
ties, summary and conclusions with a dis- 
cussion of the international position of the 
British Commonwealth and its constituent 
members. Several interesting appendices 
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conclude the volume, which has a fair and 
by no means complete index. 

Tt will thus be seen that Mr. Stewart’s 
sweep is large and that his material is great 
and somewhat refractory. He has handled 
it with skill and wisdom, and as a young, 
inexperienced writer he deserves great 
praise. We do not know whether or not 
he is a lawyer. If he is a lawyer, he still 
has a good deal to learn in the finer points 
of the judicial process; if he is not, that 
fact may pardon something of the general 
rashness of political scientists and students 
of government in this connection. The 
volume is extremely useful as a work of 
reference and it ought to fill an empty 
place as a vade mecum. This function 
ought to be enhanced owing to the fact 
that Mr. Stewart has written with great 
care. The book is singularly accurate. In 
a more technical review it would be pos- 
sible to point out slips and errors, but none 
of these are of vital importance, and they 
do not detract from the general practical 
utility of a book which ought to do much 
to clarify situations singularly difficult for 
foreign students. 

W. P. M. KENNEDY 

University of Toronto 


TOYNBEE, ARNOLD J. A Study of History. 
6 Volumes. Pp. xvii, 484; vii, 452; vi, 
551; xvi, 656; vi, 712; vi, 633. New 
York: Oxford University Press, 1935 
and 1939. $40.00. 

Successful culture case study, pervaded 
by a theory of the total process of histori- 
cal change, is strikingly exemplified in the 


‘recent work of Arnold J. Toynbee. Six 


massive tomes of A Study of History have 
thus far appeared, and although the work 
will probably run to at least three volumes 
more, those now available are sufficiently 
self-contained to be dealt with by them- 
selves. 

Toynbee’s enterprise has just been 
termed successful, and the adjective un- 
doubtedly is warranted where culture case 
study is concerned. Unfortunately, a num- 
ber of flaws in other respects are evident, 
and we must first take reckoning of these. 
Of these defects, perhaps the most serious 
is Toynbee’s adherence to a universal and 
transcendent philosophy of history. Goe- 
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the’s conception, set forth in the prologue 
of “Faust,” of evil as a force that in spite 
of itself makes for good is given definite 
approval. This is but an echo of the far 
older belief that “all things work together 
for good to them that love God.” This 
may indeed be true “under the aspect of 
eternity,” but it has nothing to do with 
science as understood, rightly or wrongly, 
by the present generation Second among 
the blemishes is an all-pervasive mysticism 
that leads Toynbee to dally with terms 
such as yın and yong in wavs that some- 
times result in emotional exaltation rather 
than intellectual clarity. To be sure, 
Toynbee sometimes uses yin and yang as 
equivalents of changelessness and change, 
but the mystic tendency, like King 
Charles’s head, perpetually intrudes. Third 
is a shortcoming usual among historians 
who manufacture their theories of social 
change in ignorance of the relevant socio- 
logical literature. Instance the fact that 
some of Huntington’s most dubious doc- 
trines have been adopted, with a few minor 
qualifications, as part of Toynbee’s trea- 
tise. In view of the fact that the merits 
of his analysis are largely independent of 
the truth or falsity of Huntington’s doc- 
trines, this is the more regrettable. Fourth. 
Toynbee wastes a great deal of energy and 
space in exploding racial dogmas that are 
not taken seriously by any first-class an- 
thropologist of repute; here again his lack 
of familiarity with the critical literature 
has led him to manufacture his arguments 
ad hoc. 

Yet, in spite of these end other flaws, 
the profound significance of Toynbee’s 
work is incontestable. Beginning with a 
forthright attack on extreme historicism, 
he proceeds to a very thorough and cir- 
cumspect discussion of method Not suf- 
ficiently acquainted with the literature of 
constructive typology, he nonetheless 
avoids many of the pitfalls of crude em- 
piricism. A plan of operations centering 
about several societies shown to be “in- 
telligible fields of historical study” is elab- 
orated; following this he isolates twenty- 
one comparable entities to which what is 
essentially a method of culture case study 
can be applied: Egyptiac, Andean; Sinic, 
Minoan, Sumeric, Mayan; Syriac; Indic, 
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Hittite, Hellenic; Western; Orthodox 
Christian (in Russia), Far Eastern (in 
Korea and Japan); Orthodox Christian 
(main body), Far Eastern (main body); 
Iranic; Arabic, Hindu; Mexic; Yucatec; 
and Babylonic. Toynbee makes good his 
case for the relatively unfamiliar groupings 
of the above classification, and sets for 
himself a problem that includes all four of 
the fundamental questions of socio-cul- 
tural dynamics; namely, “What are the 
causes of the geneses, growths, breakdowns, 
disintegrations, and rhythms in the histo- 
ries of civilizations, and what are the pros- 
pects of the contemporary Western World 
in the light thereof?” This, to say the 
least, is a large order, but it must also be 
said that Toynbee comes nearer to being 
equal to his self-imposed task than any 
other thinker, past or present, with whom 
we are familiar. 

Toynbee begins his analysis by consider- 
ing a number of “possible positive and 
negative factors” which may help to ac- 
count for the traits manifested by “civ- 
ilized” groups as contrasted with more 
“primitive” societies. His conclusion, ap- 
parently valid in spite of its moralistic 
overtones, is that the negative factors of 
“psychic inertia” and “inferior race” 
vouchsafe no satisfying explanations. Next 
in order, as a possible positive factor, is 
the natural environment, and through the 
skillful dissection of several culture cases 
he demonstrates that “favorable” natural 
environments do not necessarily call forth 
the phenomena of civilization. Indeed, 
Toynbee does much to render plausible the 
theory that strikingly unfavorable natural 
environments have in many instances been 
the indispensable factor in transition from 
“primitivism” to civilization Witness the 
challenge of drought for Egypt; trackless 
marsh for Sumeria; flood for China; tropi- 
cal forest for Mayan civilization; bleak 
climate and grudging soil for Andean cul- 
ture; sea for Minoan; and so on for most 
of the twenty-one culture cases. Where 
challenges from the natural environment 
have been conspicuously Jacking, there 
have been civilization-eliciting challenges 
from the human environment, particularly 
from what Toynbee calls external and in- 
ternal proletariats (of which instances are 


Book DEPARTMENT 


respectively afforded by the Germanic bar- 
barians and the early Christians). 

Every informed American sociologist 
will be struck by the similarity between 
Toynbee’s “challenge-and-response” and 
Thomas’s “crisis.” This is rendered still 
more striking by Toynbee’s masterly sur- 
vey of the “range of challenge-and-re- 
sponse.” Hard countries; new ground; 
blows; pressures; penalizations; all these 
challenges and the responses thereto are 
analyzed with staggering acumen and with 
an abundance of comparable culture cases. 
So all-inclusive is Toynbee’s knowledge of 
history that he is frequently able to select 
cases in which only the crucial factors 
vary; controls are thus provided for many 
of his generalizations. The outcome is 
that the role of challenge-and-response in 
the genesis of civilization is proved be- 
yond reasonable doubt. Culture case 
study has won a genuine victory. 

The adequacy of Toynbee’s researches 
with regard to the growth of civilizations, 
however, stand in some doubt. He carries 
conviction, to be sure, in his analysis of 
arrested growth, although this may in part 
be due to the adroitly chosen cases of the 
Eskimos, the Mongols, the Janissaries, and 
the Spartiates. Yet we need not be hyper- 
critical; even without Toynbee’s evidence, 
most sociologists would agree that antlike 
or machinelike perfection of adaptation 
acts as a check on change When he turns 
to the positive factors in civilizational 
growth, Toynbee is much less convincing, 
for the mystical motif that merely con- 
fuses the first volume of his treatise be- 
comes so loud by the end of the third 
(dealing with civilizational growth) that 
it almost drowns out the systematic-em- 
pirical theme. He operates with two con- 
ceptions at this point: “etherialization” 
and “withdrawal-and-return.” By the first 
of these he means a process whereby a 
dominant minority meets internal or ex- 
ternal difficulties by developing some sav- 
ing formula. Solon’s response to the chal- 
lenge of the Athenian internal proletariat 
in the form of abolition of debt slavery, 
currency revision, and so on, is one among 
many instances provided by Toynbee. In 
other words, the culture shifts to a higher 
level of complexity, is rendered more 
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“ethereal,” through the intervention of 
some especially gifted leader representative 
of an advanced minority. “Withdrawal- 
and-return” is a process closely linked to 
etherialization. The leader or the élite 
which he represents go into seclusion either 
by actual physical withdrawal or ivory- 
tower retreat, and in this seclusion develop 
the etherializing plans that make growth 
at a more complex civilizational level pos- 
sible. The possibility is rendered an ac- 
tuality through the phenomenon of return; 
the leader or the élite come back to the 
common life from which they had tempo- 
rarily absented themselves, with the saving 
formula. To the present writer it seems 
evident that Toynbee grants too important 
a role to single individuals or small minori- 
ties, but it cannot be denied that he has 
an amazing array of evidence to prove his 
point. 

The breakdowns and disintegrations of 
civilizations in a certain sense run the film 
backwards. Challenges are so overwhelm- 
ing that the response, even when forth- 
coming, utterly fails; mechanical imitation 
of an idolized culture pattern leads to col- 
lapse; dominant minorities become dis- 
organized, both “personally? and “so- 
cially,” before etherialization can be 
effected; external and internal proletariats 
overwhelm the decadent civilization; ar- 
chaism on the one hand and futurism on 
the other are chosen as escapes from an 
ever more onerous challenge—and the end 
is collapse. 

With no apparent aid from modern psy- 
chology or psycho-sociology, Toynbee has 
produced an arresting analysis of the types 
of mentality that appear in civilizations 
that are breaking down or disintegrating. 
His presentation of what he calls “Schism 
in the Soul” should be read by every so- 
cial scientist; without technical verbiage 
and with profound insight, Toynbee arrives 
independently at many of the conclusions 
of modern psychiatry and social psychol- 
ogy. Our studies of “split personality,” 
“marginal men,” “demoralization,” and 
“civilization and its discontents” would 
profit immeasurably through cross-fer- 
tilization with his remarkable array of at- 
tested historical evidence. 

In the volumes to come later, Toynbee 
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promises like discussions of those problems 
of historical sociology that can be sub- 
sumed under the headings of universal 
states and churches, heroic ages, contacts 
between civilizations in space and time, 
and other vitally important problems al- 
ready mentioned. No matter what reser- 
vations one may have as to the Christian 
value-judgments that pervade the treatise, 
there can be no question that Toynbee has 
given to sociologists a magnificent example 
of the possibilities of culture case study in 
socio-cultural dynamics. 
Howarp BECKER 
University of Wisconsin i 


Barney, THomas A. A Diplomatic His- 
tory of the American People. Pp. xxiv, 
806. New York: F. S. Crofts & Co., 
1940. $6.00. 

Not since the publication in 1924 of A 
History of the Foreign Policy of the 
United States by Randolph Greenfield Ad- 
ams has another book appeared which 


gives such a vivid picture of American ' 


relations with other nations as does Pro- 
fessor Bailey’s Diplomatic History of the 
American People. With an effervescence 
like that of sparkling Burgundy, the author 
unfolds the story of complex factors, inci- 
dents, human frailties, arrogance, short- 
sightedness, and shrewdness which com- 
pose the ingredients of the foreign policy 
of the United States. The author knows 
the strength and the weakness of his own 
people and the difficulties confronting a 
government which frequently has had to 
watch the Irish and German votes before 
committing itself to any diplomatic action, 
be it ever so advantageous to the country 
as a whole. The hatred of the Irish for 
England and everything English is one of 
the factors in a sometimes incomprehensi- 
ble antagonism which American Presidents 
and Secretaries of State have shown to- 
ward Great Britain. Twisting the lion’s 
tail has been one of the popular diplomatic 
sports of American statesmen and politi- 
cians. 

The fortunate geographic situation of 
the United States, combined with the per- 
ennial quarrels of the European nations 
among themselves, has permitted this 
country from the very beginning of its 
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existence to indulge in diplomatic activity 
which under other circumstances could 
only have resulted in serious consequences. 
Statesmen have frequently enhanced their 
popularity by delivering incendiary speeches 
against a foreign power. “Stump-speech 
diplomacy” it is called by Professor Bailey, 
and he brings some of these incidents to 
life with apt quotations from speeches. 
Thus he quotes Daniel Webster’s outburst 
against Austria when that Government 
protested because the United States Gov- 
ernment had assured Hungarian revolu- 
tionary leaders of recognition if the 
Hungarian revolt against Austria was 
successful. Among other things, Webster 
in his reply to the Austrian Minister’s pro- 
test said: “The power of this Republic at 
the present moment is spread over a region 
one of the richest and most fertile on the 
globe, and of an extent in comparison with 
which the possessions of the house of 
Hapsburg [Austria] are but as a patch on 
the earth’s surface.” Neither the United 
States Government nor the American peo- 
ple had any intention of actually assisting 
Hungary in her revolt, as Kossuth soon 
found out; but Webster had designs on 
the presidency of the United States. 

The spirit of the American people during 
the nineteenth century is a phenomenon 
which cannot be adequately described by 
writers of this generation, but Professor 
Bailey has succeeded in capturing this 
spirit by liberally sprinkling his book with 
illustrations, cartoons, and quotations from 
source material such as speeches and news- 
paper articles. Thus the Philadelphia Pub- 
lic Ledger modestly proclaimed on July 8, 
1853: “[America is bounded on the] East 
by sunrise, West by sunset, North by the 
Arctic Expedition and South as far as we 
dam please.” Americans today, living in 
a more mature age, may smile at these in- 
cidents. 

The greater part of this book is young 
America, with all its idealism, its cham- 
pionship of lost causes, its virility, its cour- 
age. On the whole, it is a record to be 
proud of, and well may the author say: 
“Where among Americans can one find a 
group who committed blunders comparable 
with those of ‘Copenhagen’ Jackson, Dupuy 
de Léme, Lionel Sackville-West, or Con- 
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stantin Dumba?” (And one might add 
Neville Chamberlain.) “And how many 
better men than Benjamin Franklin, Charles 
Francis Adams, Townsend Harris, Anson 
Burlingame, or Dwight Morrow have the 
systems of Europe produced? And how 
many foreign ministers have had a surer 
touch than John Quincy Adams, Daniel 
Webster, Hamilton Fish and John Hay?” 

To the present time, American diplo- 
macy has more than fulfilled the object of 
any sound foreign policy; namely, the pro- 
tection and furtherance of the vital inter- 
ests of the Nation. But the fundamental 
factors behind American policies are chang- 
ing. The question now, which the author 
does not attempt to answer, is, What shall 
the new policy be—isolation or co-opera- 
tion? Professor Bailey warns, however, 
that in a changing world any policy that 
the United States follows must be flexible, 
must be adjustable to new conditions, and 
adds that the “success or failure of these 
adjustments will depend upon the wisdom 
and foresight of its leaders, and upon the 
intelligence and forbearance of its people.” 

B. W. MAXWELL 


Washburn College 


HARPER, LAWRENCE A. The English Navi- 
gation Laws. Pp. xv, 503. New York: 
Columbia University Press, 1939. $3.75. 
The English Navigation Acts enacted 

during the latter half of the seventeenth 
century and their enforcement with a large 
measure of success for a century and a half 
thereafter were, as the author of this book 
states, “a deliberately planned attempt to 
regulate economic conduct along predeter- 
mined lines—or, to put it more briefly, an 
experiment in social engineering.” 

. The volume presents objectively, and 

with commendable completeness of detail, 

the result of a thorough study of docu- 
mentary sources, The investigation was 
begun in 1925 and resulted in the accumu- 
lation of so much material that the result 
was “documentary indigestion” which 
proved to be difficult to overcome. The 
volume as finally given to the publisher 
was “the result of six revisions and a con- 
stant fight against the ever-present tempta- 
tion to give all the details.” Although the 
author was successful in his fight, he has 
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produced a treatise that will be appreciated 
more by the thorough student of economic 
history than by the general reader of his- 
torical writings. Historians will be pleased 
to know that much valuable material of “a 
legal, administrative or statistical nature” 
that the author decided could not be pre- 
sented in appendices to the present volume 
will be “published in filmbook or lithoprint 
form for the convenience of other research 
workers.” 

The book is divided into four parts, the 
first of which contains chapters upon the 
origin of the English Navigation Acts. 
The chapters in the second part discuss the 
several phases of the enforcement of the 
acts in England, while Part Three is con- 
cerned with the enforcement in the col- 
onies. Part Four, which includes, with the 
brief concluding chapter, two-fifths of the 
book, is devoted to measuring the results 
produced by the acts. The opposing points 
of view of the mercantilists and the free 
traders are impartially presented. Then 
follows an excellent brief statement of the 
author’s conclusion as to the effects that 
the acts produced. The author considers 
briefly, but does not feel that he is called 
upon to decide, the much debated question 
as to whether or to what extent the English 
Navigation Acts were the cause of the 
American Revolution. His researches con- 
vinced him that the trade regulation pro- 
vided by the acts “definitely benefited Eng- 
lish shipping in America” as a whole by 
assisting British trade and shipping in get- 
ting the traffic away from Dutch vessels. 

The general conclusion reached by the 
author was that the acts were successful. 
“The evidence demonstrates that they ben- 
efited England’s shipping, seamen and ship- 
building. Her trade prospered and even 
gained, in comparison with that of her 
rivals.” 

Emory R, JOHNSON 

University of Pennsylvania 


CLEVEN, N. ANDREW N. The Political Or- 
ganization of Bolivia. Pp. vii, 253. 
Washington: Carnegie Institution of 
Washington, 1940. Paper $2.50; Cloth 
$3.00. 

This volume on Bolivia is divided into 
eight chapters, dealing with the geographic 
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background, the Spanish period, the estab- 
lishment of the Republic, the three 
branches of the National Government, the 
local government, and the relations be- 
tween Church and State. There is an in- 
dex and two appendixes containing the 
Bolivian Constitution of 1931 and a selec- 
tive bibliography. 

The book presents a faithful and highly 
informative résumé of the constitutional 
and administrative development of this in- 
teresting South American country about 
which very little literature is available in 
English. Little emphasis, however, is 
placed on the political aspect, in spite of 
frequent casual remarks on certain per- 
sonalities and occurrences. No analysis of 
the political life and its social and eco- 
nomic bases, or of the history of political 
ideas and parties, is attempted. Only 
slight attention is paid to foreign policy. 

The author in one place (p. 181) points 
out that “there is, unfortunately, the same 
discrepancy between theory and practice 
in the republic regime that there was in 
the colonial period. In fact, there is even 
more....” But he does not always seem 
to take into account this typical discrep- 
ancy. Especially in his chapter on the 
executive branch of the government, which 
is a rather uncritical enumeration of laws 
and decrees, he sometimes indulges in what 
appears as naivetés. Thus, after mention- 
ing some laws concerning industrial rela- 
tions and social security, he concludes that 
“Bolivia . . . is well to the front in this 
matter” (p. 141). In reality, Bolivia, in 
this as in many other matters, is one of 
the least developed nations of Latin Amer- 
ica. The same applies to the author’s op- 
timistic statements that from some other 
beautiful laws “it will be seen that the Bi- 
livians are not neglecting agriculture” (p. 
155), and that “the health and the morals 
of the soldiery are carefully guarded” (p. 
159). One of the most startling state- 
ments is that “the Ministry of Public In- 
struction and Agriculture . . . seeks ... 
to develop wisdom” (p. 144). 

I was interested in noting that “Chu- 
quisaca was, in reality, the Athens of 
America” (p. 49), in view of the fact that 
this honor is usually claimed by Bogota. 
Foreign scholars should be careful in 
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adopting such products of local patri- 
otisms. We have still to discover the 
Platos and the Aristophanes’ of those 
“Athens.” 

Several errors in details must be men- 
tioned. Panama did not become independ- 
ent from Spain in 1903, but in 1821 (p. 
62). The name of the head of the North 
American financial mission mentioned on 
page 136 is Kemmerer, not Kammerer. 
(A more detailed account of this mission 
and its results would have been desirable.) 
The customs officials do not “have charge 
of the importation and exportation of 
goods” (p. 136), but rather of the fiscal 
control of such activities. The Ministry 
of Industry is not in charge of agricultural 
affairs (as stated on p. 138), which are as- 
signed to the Ministry of Public Instruc- 
tion and Agriculture (p. 144). Liceos and 
colleges in the Latin American meaning do 
not fall under the collegiate instruction (as 
stated on p. 145), but correspond roughly 
to United States high schools. In the foot- 
note on page 189 there is apparently an 
error in the Spanish quotation. 

RicHarp F. BEHRENDT 

University of Panama 


Livermore, SHaw. Early American Land 
Compames. Pp. xxx, 327. New York: 
The Commonwealth Fund, 1939. $3.50. 


Aside from being a reservoir of histori- 
cal data, this volume is a stimulating and 
suggestive study with an unusually wide 
appeal. While comparatively few persons 
are likely to find the detailed description 
of numerous companies sufficiently easy or 
interesting to follow, these details are 
woven into a larger picture which is gen- 
uinely interesting and fairly easy to grasp. 
Probably those interested in corporate de- 
velopment, especially in the United States, 
will find the study most worthy of careful 
examination. More casual reading will dis- 
close an interesting illustration of man’s 
contrivances to meet definite ends. Then, 
too, the study contributes perspective to 
various present-day problems of business 
organization and activity. 

The author undertakes “to show that the 
collective desire of the business community 
for effective organization of enterprise and 
the will to use the form which at the time 
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is needed despite legal or political obstacles 
has been the real influence moulding the 
corporation of today.” The early land 
companies were not partnerships, nor did 
they have charters with the accompanying 
legal recognition and monopolistic privi- 
leges chazacteristic of that day. Instead, 
they were voluntary associations resting on 
what was considered the natural right of 
citizens to merge their individual interests 
in a corporative body. This arrangement 
provided an effective means of conducting 
the “big business” of Colonial days, namely, 
pre-empting, developing, and merchandis- 
ing vast tracts of virgin territory. The 
undertaking offered prospect of substantial 
profit, and the organizational device at- 
tracted many persons to participate in 
what to them was a “side issue.” With 
vast sums under unified control, the out- 
standing resource of the day could be prof- 
itably exploited. 
H. LARUE Frarn 
University of Pennsylvania 


WooLr, LEONARD. After the Deluge. Vol. 
I, Pp. vii, 317 New York: Harcourt, 
Brace & Co., 1939. $3.50. 

Mr. Leonard Woolf is one of the leading 
political writers of the left in England. In 
1931 he published the first volume of what 
he called a study of communal psychology. 
The deluge of which he speaks in the title 
of his book was the first World War, the 
book itself being an effort to place that 
event in the history of the human race. 
History for him is a history of civiliza- 
tions; civilization itself is the mold or 
matrix by which at any time or particular 
place a human community imposes upon 
individual lives an imprint and form. This 
civilization embraces the existing frame- 
work of an organized society, governmen- 
tal, legal, economic, and cultural; but it 
embraces also a mass of communal beliefs 
and desires which are shared by almost all 
individuals of a given time and locality. 
It is through these that the community 
maintains in the mass of individuals that 
cohesion and stability which is necessary 
to its existence. This communal psychol- 
ogy determines historical events and is 
again determined by them. After the Del- 
uge is an attempt to study communal psy- 
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chology and its interaction with history. 
The first volume dealt with the American 
and French Revolutions—with the new 
ideals of happiness, equality, and liberty 
which gave birth to democracy. 

The second volume of the work which 
is ultimately to cover the whole nineteenth 
century, deals with the early thirties of 
the nineteenth century, the struggle for 
the reform of the House of Commons in 
England and the July Revolution in 
France. These years carried on the efforts 
of the French Revolution after a reaction- 
ary interlude ın which the ancien régime 
seemed to have triumphed. But the ideals 
of democracy were realized only very grad- 
ually, and probably could not be realized 
otherwise. The reforms of 1830 created 
only a very limited democracy. Mr. Woolf 
believes that in the first half of the nine- 
teenth century three new factors acted 
upon European society which might be 
briefly called democracy, industrial capi- 
talism, and nationalism. These three fac- 
tors were in no way in harmony. “The 
future of European civilization depended 
therefore upon how these forces reacted 
upon and modified one another.” Democ- 
racy demanded a classless society of free 
and equal citizens governing themselves, 
and this aim was contradicted by the m- 
stitution of property. “The communal 
psychology of the industrial system was 
stronger than the communal psychology of 
democracy.” 

Mr. Woolf’s book is full of illuminating 
remarks and shows an excellent and 
thoughtful acquaintance with the move- 
ments of the period discussed, but it seems 
doubtful how far the general scheme 
adopted does justice to the realities of his- 
tory and to the necessarily slow, painful, 
and strenuous development not only of 
democratic institutions but above all of 
democratic mentality, not only with the 
classes but in the first place with the 
masses. The July Revolution in France 
was probably extinguished not so much by 


_ the suffocating forces of the bourgeois 


monarchy as by the fact that, except for 
parts of the population of Paris, Lyon,.and 
Lille, the masses in France were in no way 
ready for a far-reaching social revolution. 
Of this point not enough account seems 
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to me to be taken in Mr. Woolf’s interest- 
ing study. 
Hans KOHN 
Smith College 


Jasny, N. Competition Among Grains. 
Pp. xiii, 606. Stanford University: 
Food Research Institute, 1940. $4.00. 
This book, issued by Stanford’s Food 

Research Institute, is a successful attempt 

to show the factors that influence the 

world’s production and distribution of 
wheat, corn, oats, barley, and rye, and 
although any one of the grains would war- 
rant a complete text in itself, the author 
has done a splendid job in condensing the 
material into 606 pages and as many ref- 
erences and footnotes. Uses, scales of 
preferences, demand elasticity and substi- 
tution, production and marketing costs, 
protectionist measures, relative yielding 
capacity, soil, temperature, moisture, and 
cultural practices are given consideration. 

The writer discusses the relative merits 
of the different grains for food, beverage, 
and feed uses. He finds that the demand 
for malting barley is less elastic than that 
for wheat, as the effect of the changes in 
the price of barley on the cost of beer is 
much less than the effect of the price of 
wheat on the price of bread. Scale of con- 
sumers’ preference for Northwestern Eu- 
rope is: 1 and 2, malting barley and wheat 
as food; 3, 4, and 5, oats for much of the 
horse feed, for finishing poultry in Eng- 
land, and for some other uses, barley for 
most of the hog feed, and wheat for most 
of the poultry feed; 6, 7, 8, and 9, oats, 
barley, and wheat for uses except those 
already mentioned, and corn for feed; and 

10, rye as feed. Preference in the United 

States is about the same except that rye 

is in third for food and liquor, and corn 

moves from ninth to sixth place as feed. 
‘The reviewer cannot indorse Mr. Jasny’s 
assumptions that oats do not yield well on 
western irrigated lands, es the highest 
yields and quality are secured thereon. 

That recent droughts, accompanied by 2 

conspicuous degree of erosion, made long- 

time fertility a major issue in the United 

States is questionable, as water is the chief 

agency of erosion, and as the erosion and 

conservation programs gained their great- 
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est momentum at the time of so-called 
“surplus production.” The statement that 
in very dry regions, as western Kansas, cul- 
tivation as now conducted leads to exhaus- 
tion of important nutrients within a few 
generations and part of the land becomes 
worthless through the removal of the 
whole topsoil by rain, wind, and gullying, 
is too strong. 

The author’s statement that where soil 
nutrients are present in large quantities 
their exploitation is perfectly justified, and 
that some widely distributed soils are 
known to have been cropped for two thou- 
sand years and more without returning 
anything to them and yet without marked 
changes in their fertility, should be of in- 
terest to land-use planners. 

The two chapters on comparative costs 
of the different grains might well have | 
been omitted, as the value per acre or per 
hundredweight over a long period of years 
determines their relative costs under a cap- 
‘talistic system of competition, where land 
is given a value depending on its earning 
power. This would perhaps be a more ac- 
curate method than trying to debit the 
grains for the loss of soil fertility and 
credit them for their contribution in a ro- 
tation. If the value of barley is 80 per 
cent of that of wheat, the cost of produc- 
tion will be in about the same ratio. Cost- 
of-production studies are made for the 
purpose of determining the systems of or- 
ganization and management that will give 
the lowest cost per unit in a given area, 
and therein lies their value. 

Although the author may have tried to 
cover too much and missed the scientific 
approach in.a few cases, the book is full 
of interesting information and references, 
and will commend itself to students inter- 
ested in agronomic and economic problems. 

A. F. Vass 

University of Wyoming 


BUCHANAN, Norman S. The Economics 
of Corporate Enterprise. Pp. xvii, 483. 
New York: Henry Holt & Co., 1940. 
$3.25. 

This book is written with the idea of 
interpreting corporate finance by means of 
economic theory, which is a very different 
objective from that of the many textbook 
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writers on corporate finance. The author’s 
conviction that economic theory is a neces- 
sary tool for explaining the various phe- 
nomena of corporate finance appears 
throughout the book. As stated in the 
preface, “This is an attempt to develop a 
more or less integrated body of theory of 
the corporate enterprise possessing general 
applicability.” 

In discussing the various aspects of cor- 
porate enterprise from the standpoint of 
economic theory, only four graphic figures 
are employed in the entire book, and there 
are only a few tables. College students, 
for whom the book is primarily intended, 
will not find examples taken from actual 
cases in this book, and they may lose some 
of their interest in the subject. This book 
is an attempt to explain a dynamic subject 
without the aid of examples, and with few 
figures or tables. 

The author stresses price economics, 
and, as already mentioned, scrupulously 
avoids presenting any statistical tables. 
There is also a noticeable lack of histori- 
cal background, although a great deal of 
such material is implied. The barrenness 
of factual data keeps this text from be- 
coming obsolete, but the widespread de- 
mand for facts in this present era will 
provoke criticism. 

The reader may be surprised to see the 
economic effects of the business cycle 
treated in one of the shortest chapters of 
the entire book, while this particular sub- 
ject has every appearance of being one of 
the most important topics in the affairs of 
corporate existence. Also, it is interesting 
that one-fourth of the book is devoted to 
failure and particularly reorganization, 
which is a timely subject. Throughout the 
book there is a strong and well-developed 
presentation of the legal aspects of cor- 
porate affairs. 

There may be student criticism that this 
text is too dry and vague, but these alleged 
defects can be corrected without difficulty. 
In fact, the author recognizes the need for 
concrete cases and states his intention to 
use them. Lecture notes and a selected 
list of readings such as those contained in 
this text will give the desired historical and 
practical background. Students will, no 
doubt, appreciate the summaries which ap- 
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pear at the end of each chapter, in which 
the author states his conclusions in a brief 
and concise manner, 

There is a definite place for this book in 
the teaching of corporate finance. Its use- 
fulness seems to be greatest as a preferred 
outside reading, rather than as a basic text. 
The author has treated his subject matter, 
which he admits has been limited, in an 
orderly manner. The usual rearrangement 
of facts, and the pet ideas of authors on 
specific topics, are missing. This writer 
has approached his subject from a new 
slant, and its freshness is stimulating. 

Harry J. JORDAN 

San Diego State College 


JENNINGS, Henrrmetta Cooper. The Con- 
sumer in Commercial Banking. Pp. xvii, 
158. New York: Consumer Credit In- 
stitute of America, Inc., 1939. $200. 


This specialized volume is concerned 
with the development and operation of per- 
sonal loan departments by commercial 
banks. These departments are an interest- 
ing and important development in the field 
of consumer credit, and at the same time 
illustrate an extension of the services per- 
formed by banks. 

Prior to 1932 a few banks established 
personal loan departments to round out 
their loan service, but with the decline in 
commercial loans and income from invest- 
ments in recent years, many banks have 
entered the small loan field as a possible 


‘source of profits. The provisions of the 


National Housing Act of 1934 authorizing 
modernization loans “were more important 
than any other single factor in extending 
the development of personal loan busi- 
ness.” Thus an extensive analysis is made 
of these loans. 

The most common practices in the meth- 
ods of extending loans, the security re- 
quired, the maturity of notes, and the 
charges made, as well as the obstacles in 
the operation of a personal loan depart- 
ment, are described at length. It is to be 
regretted, however, that more conclusive 
data on costs of operation and costs to 
borrowers are not available. 

Professor Jennings concludes that the 
respectability of the small loan business 
has been raised by the entrance of banks 
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into the field; that banks are in a posi- 
tion to make personal loans at a lower 
rate than most agencies of consumer 
credit; and that personal loans carefully 
made are as safe and liquid as most other 
assets. 

The book is of value because it sum- 
marizes widely scattered information and 
opinion. An excellent bibliography is in- 
cluded. 

J. M. WHITSETT 

Cleveland College, Western Reserve 

University 


Younc, RALPH A., AND Associates. Per- 
sonal Finance Companies and Their 
Credit Practsces. Pp. xix, 170. New 
York: National Bureau of Economic 
Research, Inc., 1940. $2.00. 

This is the first of a series of mono- 
graphs which will result from a study of 
consumer installment financing conducted 
by the National Bureau of Economic Re- 
search under grants from the Association 
of Reserve City Bankers and the Rocke- 
feller Foundation. It is a concise, objec- 
tive, and readable description of the lend- 
ing agencies that operate as licensees under 
regulatory smali-loan statutes. 

Of the various areas toward which the 
National Bureau’s study has been directed, 
the personal finance business has been by 
far the most adequately explored. Since 
1930 the Russell Sage Foundation has pub- 
lished four volumes dealing more or less 
directly with that business; M R. Neifeld 
has produced two books describing it; the 
Public Affairs Committee, the Pollak Foun- 
dation, and the Consumer Credit Institute 
of America have devoted pamphlets to 
various aspects of this subject; and many 
writers have made significant contributions 
in this field through the medium of techni- 
cal and business journals. Nevertheless, 
by focusing their attention upon the credit 
practices of the personal finance business, 
Dr. Young and his associates have suc- 
ceeded to a considerable extent in supple- 
menting rather than duplicating the exist- 
ing literature. 

The principal contribution of Personal 
Finance Companies and Their Credst Prac- 
tices is an analysis of the bad-debt losses 
of the Household Finance Corporation. 
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Charge-off differentials are given by cus- 
tomer status (new, former, and present 
borrowers); by type of security; by in- 
come and occupational classes; and by size 
of loan. Both the authors and the House- 
hold Finance Corporation are to be con- 
gratulated for making this interesting 
material available. The authors have inter- 
preted their data with caution. However, 
the significance of charge-off differentials 
for various classes of borrowers may be 
readily overestimated, and it seems de- 
sirable to indicate some limitations upon 
their usefulness as a guide to credit policy. 

First, the charges, the security require- 
ments, and the reputation of any single 
lending agency attract a special group of 
applicants from each occupational and in- 
come class, and there is no assurance that 
lenders whose charges, security require- 
ments, and reputations were different 
would attract similar applicants. 

Second, the lender selects his borrowers 
from a larger number of applicants. Those 
engaged in making and collecting loans do 
not have to await the results of statistical 
analysis to know that risks of loss are in- 
fluenced by the relative stability of the 
applicant’s income and employment, his 
family responsibilities, the amount of his 
indebtedness, the size of his income, and 
many other factors, some of which elude 
statistical measurement In fact, the tech- 
nique of lending involves essentially an 
appraisal of the influence of a complex set 
of forces upon the collectibility of the 
loan. Consequently, the Household Fi- 
nance Corporation’s figures reflect the loss 
differentials for samples selected by an 
experienced lending agency, and not the 
relative risks inherent in various occupa- 
tional and income classes. 

Third, it is extremely difficult to isolate 
the influence of any single factor upon 
losses, and some of the differences in loss- 
ratios between income and occupational 
classes appear to have been caused by 
other factors. For instance, the relatively 
high loss-ratios for retail trade and for 
salespersons are probably attributable to a 
concentration of “note” loans to single 
persons rather than to any occupational 
hazard; and the low loss-ratio for office, 
clerical, and other nonmanual workers is 
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probably attributable to the inclusion of 
large numbers of government employees 
rather than to any inherent credit worth 
of white-collar workers. 

Fourth, charge-offs are not an adequate 
measure of the desirability of various 
classes of applicants as credit risks. Costs 
of investigation differ considerably for var- 
ious occupational groups, and costs of col- 
lection are not necessarily related to ulti- 
mate losses on uncollectible loans. 

In order to present a rounded picture of 
the personal finance business, Dr. Young 
and his associates have drawn heavily upon 
the material available in existing literature. 
Their observations tend to support the con- 
clusions upon which previous writers have 
been in substantial agreement. But they 
have studiously avoided commitments 
where differences of opinion have arisen. 
Although there is probably much merit 
in the avoidance of controversial issues in 
a book which does not undertake to make 
recommendations on public policy, the au- 
thors might well have reviewed the argu- 
ments on each side or directed the reader 
to the literature in which the arguments 
have been presented. 

Rote NUGENT 

Russell Sage Foundation 


LINDAHL, ERK Studies in the Theory of 
Money and Capital. Pp. 391. New 
York. Farrar & Rinehart, 1939. $3.50. 
Changes in the theory of money in re- 

cent years have, without much question, 

been more fundamental and significant 
than in any other branch of economic the- 
ory. It is not that the older theory has 
been disproved or that we have outgrown 
it. The familiar quantity theory will al- 
ways occupy an important place in the 
theory of money, but the problems for 
which it is principally useful now seem 
rather remote and secondary. The present 
search is for a satisfactory explanation of 
the basic causes and processes of changes 
in the value of money, particularly over 
short periods of time. Attention has 
shifted from the static to the dynamic, 
from equilibrium to disequilibrium analy- 
sis. 

To a great extent, this shift in emphasis 
is the outgrowth of the work of Scandi- 
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navian economists. Others may have done 
more to propagate and popularize current 
ideas on money, but the contributions of 
the Swedish school would seem to have 
been of greatest fundamental importance 
The present volume represents an effort to 
render the works of one of the most dis- 
tinguished members of this group available 
to a wider circle of readers, and as such, 
it is to be warmly welcomed. Approxi- 
mately a third of the book consists of ma- 
terial never before published, while the 
remainder comprises studies which ap- 
peared earlier in Swedish. 

The general outlines of Professor Lin- 
dahl’s approach are by now more or less 
familiar to careful students of the subject, 
though many will here for the first time 
be able to follow his analysis through in 
the author’s own words. The discussion 
turns primarily upon an examination of 
influences determining income and savings. 
There is a pronounced (in the opinion of 
this reviewer, an excessive) preoccupation 
with interest rates. Psychological factors 
are strongly emphasized, and particular 
stress is laid upon anticipations; the sig- 
nificance of estimates made ex ante and ex 
post receives considerable attention. An- 
ticipations are examined in terms of “plan- 
ning,” a concept which has little relation 
to the connotation now currently given 
that term. “Starting from the plans and 
the external conditions valid at the initial 
point of time, we have first to deduce the 
development that will be the result of 
these data for a certain period forward 
during which no relevant changes in the 
plans are assumed to occur. Next we have 
to investigate how far the development 
during this first period—involving as it 
must various surprises for the economic 
subjects—will force them to revise their 
plans of action for the future, the princi- 
ples for such a revision being assumed to 
be included in the data of the problem. 
And since on this basis the development 
during the second period is determined in 
the same manner as before, fresh deduc- 
tions must be made concerning the plans 
for the third period, and so on” (pp. 
38-39). 

While more tangible factors, such as 
central bank policy, are also considered, 
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the author never loses sight of the psycho- 
logical reactions these factors may have. 
Despite the complexity of the resulting 
discussion and the high level of theoretical 
abstraction at which it is carried forward, 
the author and his translator have suc- 
ceeded in making the treatment exception- 
ally lucid and comprehensible. Altogether, 
this is one of the really important books on 
money that have appeared in recent years. 
It is not likely to appeal to the casual 
reader, but no serious student of monetary 
theory can afford to be without it. 
C. R. WHITTLESEY 
Princeton University 


Biaxey, Roy G. and Grapys C. The Fed- 
eral Income Tox. Pp. xvii, 640. New 
York: Longmans, Green and Co., 1940. 
$7.50. 

In a foreword to this volume, Dr. Guy 
Stanton Ford asserts that though other 
works on the Federal income tax may be 
written, this book will remain basic and 
indispensable. The justification for this 
statement is that the authors not only have 
spent years in a study of the evolution of 
the tax, but also have received direct as- 
sistance from many persons who have par- 
ticipated either in the construction or the 
administration of income tax statutes since 
1913. Valuable information was supplied, 
for example, by Secretary Cordell Hull, 
Judge William R. Green, William G. Mc- 
Adoo, and Daniel C. Roper. Thus the au- 
thors have included extensive material and 
many personal “asides” that could never 
have been gleaned from the Congressional 
Record and official documents. 

The first Federal income tax statute, 
that enacted as an emergency measure in 
the Civil War period, is characterized as 
the beginning of a revolution in national 
taxation. As the result of a “great equali- 
tarian movement” which followed, a sec- 
ond income tax act was passed in 1894, but 
a year later the Supreme Court, by a re- 
versal of its earlier decision, held the law 
unconstitutional, At the special session of 
Congress in 1909, a coalition movement 
developed which, in spite of strong oppo- 
sition from conservative leaders, resulted 
in the passage of an important section of 
the general tariff act. This section pro 
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vided a so-called excise tax which should 
be measured by the net income of corpora- 
tions. Congress also decided by joint reso- 
lution to submit to the states an amend- 
ment which, if ratified, would confer upon 
Congress the power to impose an income 
tax. Thus the sixteenth amendment was 
ratified by 1913. 

The wisdom of this legislation was 
speedily brought home to the people 
through the outbreak of the World War in 
1914 and the entrance of this country in 
April 1917. Although at first the rates 
were exceedingly moderate, the income tax 
became during the war period a “veritable 
engine of taxation.” It was soon to take 
the position in this country that Lloyd 
George ascribed to it in England, namely, 
the “center and sheet anchor” of the finan- 
cial system. 

The Federal income tax has been gen- 
erally accepted now as an indispensable 
part of our revenue machinery. In spite of 
the weaknesses that were revealed in the 
drastic shrinkage in revenue during the de- 
pression, the important problem is not that 
of continuing the tax, but of making ad- 
justments and refinements in its operation. 
It must, obviously, meet the requisite tests 
of a desirable tax, such as equity, fiscal 
adequacy, stability, and many others. The 
authors believe that it compares favorably 
with other important taxes under almost 
any of the tests applied. 

One of the persistent criticisms of the 
income tax law is its lack of simplicity. 
The complex nature of the law has come 
about in part because of the difficulties of 
administration. Few taxpayers whose in- 
come is derived from widely varying 
sources have been able to make out their 
returns without obtaining expert guidance. 
Furthermore, there have been certain in- 
consistencies and inequities in the law—~ 
especially with regard to the realization 
and exchange provisions, the treatment of 
capital gains and losses, and the exemption 
of interest from government bonds. Fi- 
nally, what is the proper position of the 
income tax in an integrated Federal tax 
system and in a co-ordinated system of 
Federal, state, and local taxation? While 
the authors have not attempted to solve 
these problems, they have presented an 
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authoritative background for their consid- 
eration, The book will prove valuable for 
years to come, to those who desire.an un- 
derstanding of the origin and growth of the 
Federal income tax. 
TETON R. SNAVELY 
University of Virginia 


Satter, J. T. (Ed.). Tke American Poli- 
tician. Pp. xiv, 412. Chapel Hill: Uni- 
versity of North Carolina Press, 1938. 
$3.50. 


I make no apology for my part in the 
tardiness of this note, because The Ameri- 
can Politicien is more timely now than it 
was a few months ago when it emerged 
from the delivery room. It contains bi- 
ographies averaging twenty pages apiece 
of nineteen politicians; and nearly half of 
those included are today being mentioned 
for the presidency. 

The London publishers of the Interna- 
tional Who’s Who include in the 1940 pref- 
ace this quaint sentence, doubtless the af- 
termath of bitter protests from sensitive 
American officeholders concerning refer- 
ences to themselves: “American readers 
are asked to note that the term ‘politician’ 
is used in the English sense, as meaning 
‘one engaged in politics,’ and has no de- 
rogatory application.” Professor Salter 
might have lifted this sentiment intact for 
his introduction, since he does not, I be- 
lieve, employ the term “politician” to de- 
note an individual whose interest in the 
public weal is necessarily tinged with turpi- 
tude. In fact, be it said to the credit of 
the college professors who wrote three- 
fourths of this symposium, that the au- 
thors evince for their models as much cor- 
dial good-will as superior tolerance, and 
that there is not an excessive load of either 
the sarcasm or the cynicism which some- 
times take the same place in the teachers 
tool chest which demagoguery occupies in 
the politicians. 

It is hopeless to do justice to such a 
book in a single review; it calls for nine- 
teen reviews. For the reviewer cannot 
cover any one of the nineteen biographies 
adequately without reference: (1) to the 
character of the politician; (2) to the char- 
acter of the biographer; and (3) to the 
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chemical compound produced by mixing 
the two characters. But here each biogra- 
phy can be given barely a syncopated half- 
line mention; surely less would not suffice: 

La Guardia by Paul J. Kern; Vanden- 
berg by Paul M. Cuncannon; McNutt by 
Harold Zink; Norris by Claudius O. John- 
son; Tydings by Holmes Moss Alexander; 
Robert M. La Follette, Jr. by Wallace S. 
Sayre; Maverick by Robert C. Brooks; 
Chandler by J. B. Shannon; John L. Lewis 
by Philip Taft; Farley by Duncan Aik- 
man; Norman Thomas by Don D. Lesco- 
hier; Hoan by Lindsay Hoben; S. Davis 
Wilson by T. Henry Walnut; Sol Levitan 
by J. T. Salter; Sickler by Robert C. 
Brooks; Anna Brancato by Frances L. 
Reinhold; Robert Heuck by Murray Sea- 
songood; and Tom Mcintyre by J. T. 
Salter. i 

Half of Professor Salter’s guinea pigs 
have been Federal officeholders (seven of 
them in the Congressional cage), although 
—naturally—-most of them began in local 
politics. By the same token, of these nine- 
teen persons who (the editor claims) typ- 
ify all American politicians, nine are from 
New York, New Jersey, Pennsylvania, and 
Maryland; eight are from Michigan, Indi- 
ana, Wisconsin, Illinois, Ohio, and Ken- 
tucky. The remaining three-fourths of the 
country is represented by George Norris 
and Maury Maverick. The compiler con- 
cedes that his selections are spotty, and 
sighs for biographies “of other Republi- 
cans in national politics, of a typical poli- 
tician from the deep South, and of a politi- 
cian prominently identifed with organized 
crime.” And even the authors of the biog- 
raphies are highly localized, since only one 
of them lives west of the Mississippi River, 
and the Southern dialect is scarcely de- 
tectable. 

But the preface unmasks the editor as 
believing that the composite of his nine- 
teen sketches gives a fairly accurate pic- 
ture of The American Politician. It 
would be almost as reasonable to feature 
nineteen men, mainly crême de Who’s 
Who, as giving a fairly accurate picture of 
The American Citizen. If the editor 
claimed for his book only what it is—an 
illuminating, readable sampling of a bak- 
er’s dozen and a half of politicians, spe- 
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cializing on Eastern and Middle Eastern 
Democrats who have achieved national 
publicity as Federal officeholders, we would 
grant it more than he claims. It is only 
when he asserts that there is discoverable 
“an inner core of sameness among the poli- 
ticians presented in this volume,” and adds 
that he believes that this inner core of 
sameness “exists among all politicians,” 
that he excites resistance. I would as 
willingly accept the proposition that a zo- 
ology is complete with nineteen specific 
animals, since there is an inner core of 
sameness among all animals. 

In such a group of biographies, the vari- 
ety of authorships adds reliability; for the 
biases of the biographers tend to cancel 
each other out. It would be interesting 
for purposes of comparison if some one 
political scientist who, like Professor 
Salter, “is particularly interested in human 
nature in politics and in administration” 
would singlehanded write a brief biography 
of each of these same nineteen American 
politicians. It might strengthen the theory 
that the “core of sameness among all poli- 
ticlans” exists mainly in the observers eye 
—and that this inner core would vary as 
the biographers varied. 

For one who is interested in contempo- 
rary political biography, this volume is a 
valuable acquisition, both for reading and 
for reference. It has, besides, an excellent 
candid photograph of each member of the 

cast. 

i Henry W. ToLL 
Denver, Colorado 


BLAacHLY, FrepericK F., and Mrmram E. 
OATMAN. Federal Regulatory Action 
and Control. Pp. xviii, 356. Washing- 
ton: The Brookings Institution, 1940. 
$3.00. 

It is impossible to give an adequate anal- 
ysis of the mine of material this book con- 
tains ın a brief space. It is in fact a ref- 
erence work on forms and procedures in 
Federal regulatory action. Its encyclo- 
pedic character is enhanced in serviceabil- 
ity by the extensive analyses and classi- 
fications which enlighten the reader on the 
distinguishing characteristics of various 
types of action. Finally, the book points 
up to a general over-all analysis of the 
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problem in terms of the dual controversy 
surrounding (1) the Report of the Presi- 
dent’s Committee on Administrative Man- 
agement and (2) the Walter-Logan bill. 

Part I is a factual analysis of existing 
practices. It examines the basic relation- 
ships of the present administrative system: 
sovereign, tortious, contractual, revenue, 
proprietary, promotional, regulatory, and 
so on. It classifies and describes the types 
of authorities: those which administer di- 
rectly—the President, department heads, 
administrators, boards, commissions, and 
so forth; those which act as controlling 
agents——department heads, appellate au- 
thorities, administrative tribunals, and so 
on. The forms of administrative action 
are likewise analyzed and classified: rules 
and regulations, requirements, orders, de- 
cisions, proclamations, stipulations, and 
others. Procedure is distinguished from 
action: administrative procedures being 
discretionary, legislative, administrative- 
judicial legislative, and adjudicatory. The 
enforcement of administrative action is 
then presented: promotional and benefac- 
tory, tortious, sovereign, contractual, reve- 
nue, and at least eight main classes of or- 
ders. Finally, the forms and character of 
control over administration are set forth. 
legislative, executive, and judicial, with an 
extensive analysis of problems of judicial 
control. 

Upon this factual analysis, Part IT sets 
forth a discussion of “The Reform of the 
Present System” It examines first “The 
Executive Management Doctrine,” and de- 
nies the validity of general administrative 
centralization of all actions under presi- 
dential control. I am inclined to think 
that the argument (save for the points on 
the great commissions) is weakest here, for 
the authors play down or ignore the policy- 
making importance of the President and 
overemphasize the supervisory competence 
of Congress. They then deal with “The 
Doctrine of the Judicial Formula” as rep- 
resented in the Walter-Logan bill and simi- 
lar proposals. Here they do excellent work 
and quite demolish the position taken by 
the Walter-Logan bill partisans. They do 
this not by general argument, but by spe- 
cific analysis of particular provisions in 
relation to the facts of action and proce- 
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dure as set forth in Part I. Finally, they 
present their own view, “The Revisionist 
Doctrine.” This doctrine cannot be set 
forth here. The important thing is that 
the authors reject any generalized approach 
to administrative action They insist that 
the forms of action and procedure must be 
specifically analyzed and proposed reforms 
adapted to the particular needs of a clearly 
identified procedural situation. To the 
present reviewer, this seems an eminently 
sound approach. 

Fourteen “Supporting Statements” (pp. 
271-356) complete the volume and add to 
the factual analysis. They present a sum- 
mary of materials available, a list of forty 
subject matters of Federal regulation, 
thirty-four methods of regulation, a classi- 
fication of economic circumstances under 
which statutory administrative orders are 
issued, the nature and classification of such 
orders, their types, legal nature, and effects, 
the procedure in issung administrative or- 
ders, methods of control over such orders, 
reprints of the Walter-Logan and Admin- 
istrative Court bills, and other materials. 

In short, no student concerned with pub- 
lic administration can afford not to study 
this volume. In fact, he is likely to find 
that he must own it, for the large quantity 
of valuable information it contains should 
be at his elbow. 

HARVEY PINNEY 

New York University 


GANNETT, FRANK E., and B. F. CATHER- 
woop (Eds.) Industrial and Labour 
Relations in Great Britain. Pp. xiv, 364. 
New York: America’s Future Inc., 1939. 
$2.50. 


The nineteen articles that make up this 
symposium serve as a sounding board for 
Publisher and Editor Frank E. Gannett’s 
proposals for amendments to the National 
Labor Relations Act. Mr. Gannett wants 
co-operation between employers and em- 
ployees—but he minimizes or overlooks the 
important consideration that the best co- 
operative relationships are based upon col- 
lective bargaining between free labor 
unions and employers. These articles show 
that this is as true in England as it is in 
America. British experience in industrial 
relations expresses in practice the phi- 
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losophy that has been written into the 
National Labor Relations Act, i.e. that 
workers must not be discriminated against 
because they are members of unions, and 
that employers must recognize and nego- 
tiate with unions chosen by a majority of 
the employees. 

The attitude of the Government toward 
labor conflicts, mediation and arbitration 
procedures, industrial relations in impor- 
tant industries, the Trade Union Congress, 
union organization problems, and many re- 
lated subjects are treated. Some of the 
articles are sketchy, composed of broad 
generalizations without sufficient analysis. 
Sir Harold Morris’ “The Industrial Court” 
gives an excellent picture of the functions 
of this important quasi-judicial body, al- 
though he does not delve deep into the 
effects of Government conciliation upon 
the unions. In conciliation, if the em- 
ployer proves adamant, may not the union 
be expected to give up some of its legiti- 
mate requests in the interest of industrial 
peace? From Mr. W. M. Wiggins’ article, 
the gradual development of industrial rela- 
tions in the cotton industry is seen in rela- 
tionship to the use of certain instruments 
and procedures, such as the Blackburn List 
of Piecework Rates (a printed list of 
agreed wages), which serves as a basis for 
negotiations, and the famous Brooklands 
Agreement, which outlines how negotia- 
tions shall proceed. The description of 
how the Transport and General Workers’ 
Union was organized by Emest Bevin 
should be a guide to some A.F.L. leaders 
who are seeking ways to unite closely re- 
lated but at present competing unions. 

All the British writers emphasize that 
British employers as a whole accept collec- 
tive bargaining and have done so for many 
years; it is understood by both unions and 
employers that only by collective negotia- 
tions can there be satisfactory industrial 
relations. British laws and institutions are 
based on the assumption that all employers 
accept collective bargaining—recognize the 
unions and customarily deal with them. 
Certainly this is not true by a long way 
in the United States, as our own Mr. John 
P. Frey points out in an excellent chapter 
comparing the British and American sys- 
tems. Mr. Frey sees as the major differ- 
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ence that British unions are not faced with 
opposition to collective bargaining or dis- 
crimination against men because they be- 
long to labor unions. When American 
business men accept these principles of 
economic freedom, unions and employers 
will find co-operation in the conciliation of 
industrial disputes much easier. 

The British system of conciliation has 
contributed to industrial peace. But rem- 
nants of the old feudal system, with the 
underlying presumption of submission to 
an overlord, continue to exist in England 
and are factors in’ industrial relationships. 
So, too, the dependence upon foreign trade, 
relationships with the Empire, and connec- 
tions with international money markets in- 
fluence industrial relations. America, with 
other predominant factors in her economy, 
may not choose to follow the British sys- 
tem very closely. 

Freperick L, RYAN 

Saint Louis, Mo. 


WuireneaD, T.N. The Industrial Worker. 
Vol. I, pp. xiv, 265; Vol. II, pp. viii, 10, 
Al-L81. Cambridge, Mass.: Harvard 
University Press, 1938. $5.00. 

Students of industrial civilization in gen- 
eral and those more directly engaged in 
personnel administration and worker rela- 
tions have long been interested in the in- 
vestigations carried out by the Western 
Electric Company at its Hawthorne plant. 
Articles in the Personnel Journal, mono- 
graphs of the Harvard Graduate School of 
Business Administration, and books by 
Elton Mayo and T. N. Whitehead during 
the past ten years have acquainted the 
interested public with the progress of the 
Relay Test Group, the interviewing pro- 
gram, and the Bank Wiring Observation 
Room, and have elaborated upon the appli- 
cation of the results of the studies to per- 
sonnel practices and industrial relations. 

The Industrial Worker presents in detail 
the data concerning the Relay Test Group 
experiment. It consists of two parts: Vol- 
ume I giving an extended discussion of the 
experiment, and Volume II presenting the 
results graphically in the form of eighty- 
one charts with accompanying explanation. 

Briefly, the procedure was as follows: 
In April 1927, five skilled relay assemblers, 
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young women, were placed in the Relay 
Test Room fitted out as a miniature self- 
contained work room. A sixth girl kept 
the operators supplied with materials. 
Also present in the room were a super- 
visor, an inspector, and clerks. For ap- 
proximately five years (to February 1932) 
this group, with a few changes in person- 
nel, made the Test Room their working 
station. The five years were broken up 
into twenty-three experimental periods of 
unequal length, each with its special fea- 
ture—length and number of rest pauses, 
hours of work, morning and afternoon 
lunches, changes of seating position. The 
data obtained included individual produc- 
tion records, a daily log of the conversa- 
tions, periodic physical examinations, and 
records of interviews. Outside and room 
temperature and humidity were also re- 
corded. 

The general conclusion that neither the 
fluctuations nor the steady rise in produc- 
tion rate are related directly to the experi- 
mental variables, has already been widely 
publicized. This book presents in detail 
the data upon which the conclusion is 
based. In addition, the fluctuations heve 
been analyzed for their dependence upon 
annual, weekly, and daily cycles, hours of 
rest, periodic illness, vacations, holidays, 
temperature, and humidity. From this 
welter of data, the conclusions are drawn 
that “in some instances, variations in work 
behavior are independent of the detailed 
variation of physical circumstances, while 
in other instances the dependence is very 
small. In a general way, these results pre- 
sent a picture of great stability” and witain 
a comfortable range of variation “a variety 
of indifferent circumstances is required in 
order to preserve a satisfactory situation 
over a period of time.” 

Parts IIT and IV of Volume I are a de- 
scriptive and analytic presentation of the 
influences which the author believes to be 
the ones which did determine the efficiency 
of the workers studied. Through a de- 
tailed analysis of the daily log of spon- 
taneous conversations during the work pe- 
riod and by a treatment of the work curves 
so as to determine relationships between 
the fluctuations of pairs of workers, the de- 
termining influence on the work rate was 


Book DEPARTMENT 


concluded to be the social attitudes of the 
workers. The working group soon formed 
a small society with intricate human rela- 
tionships tending toward equilibrium. The 
working situation as a whole thus became 
chiefly significant to the operators in terms 
of those human relationships, and changes 
which occurred were responded to (favor- 
ably or unfavorably) according to their 
expected effect on the social situation. 
Both the long- and short-term fluctuations 
in working rate are explained as accom- 
paniments of developing, persisting, and 
reorganizing social attitudes within the 
group. 

There is no question as to the impor- 
tance of the investigation for the study of 
human factors in the industrial civiliza- 
tion. It is unique in its happy combina- 
tion of long-term developmental approach, 
lack of artificiality of experimental situa- 
tion, and attempt to obtain data on the 
whole situation. The social scientist can 
point to it as an outstanding example of 
the application of controlled methods in 
the investigation of a basic problem in 
human relationships. 

The evaluation of the actual conclusions 
is more difficult, however. Any attempt 
to explain a large body of facts with one 
general principle is weakened by the danger 
of biased selection of evidence. In this 
particular instance, one recalls that the 
preliminary reports explained the early rise 
in production rate as due to the change in 
type of supervision. In fact, as an off- 
shoot of the experiment, a method of inter- 
viewing for improving supervision was ap- 
plied to the whole plant. Yet Whitehead 
refers only briefly and inadequately to this 
previous explanation. Likewise, other in- 
fluences, such as the formation of a higher 
and more efficient order of habits due to 
the original motivation, are summarily dis- 
missed. 

That social attitudes do influence work 
production is not to be denied. Whiting 
Williams has expounded the theory for 
years, Mathewson has shown such atti- 
tudes to be a factor in restriction of out- 
put, and another Hawthorne study, the 
Bank Wiring Observation Room, has 
shown the discrepancy between social and 
technical organization. The present study 
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can thus be regarded as furnishing addi- 
tional evidence on the existence and the 
character of inter-worker social attitudes, 
and on the necessity for considering them 
as an important (but not the sole) influ- 
ence on worker efficiency. 
ALBERT S. THOMPSON 
University of Pennsylvania 


Mariano, Joun H. The Busch Jewelry 
Stores Labor Injunction. Pp. 238. Bos- 
ton: The Christopher Publishing House, 
1940. $2.50. 

The Busch Jewelry Stores labor injunc- 
tion (June 28, 1938) was important be- 
cause it was the first permanent all- 
picketing ban issued in New York since 
the enactment of Civil Practice Act Sec- 
tion 876-a, which is a labor anti-injunction 
act. Because every injunction ordinarily 
expires (since 1935) at the end of six 
months, the term “permanent” has a re- 
stricted meaning. However, application 
can be made for extending the injunction 
an additional six months. 

Dr. Mariano, a member of the New 
York Bar, bases his discussion in the Busch 
Case upon both active participation and 
observation of the facts. The author con- 
tributes greatly toward the clarification of 
labor law for laymen (and for lawyers), 
because the case involves practically every 
issue that could arise in a labor dispute. 
The permanent injunction was followed 
by: (1) four contempt proceedings, two 
with full trials before juries as required by 
Civil Practice Act 882-a; (2) a conspiracy 
by a union, not a party to the original dis- 
pute, to violate the injunction; (3) the 
appointment by the Court of an Arbitra- 
tion Committee (of which Dr. Mariano 
was secretary); (4) the obtaining by a 
group of independent employees of an 
Order to Show Cause against the arbitra- 
tion report; (5) the appointment of a ref- 
eree (Dr. Mariano) to determine the ma- 
jority; (6) an election through (but not 
by) the State Labor Relations Board; and 
finally (7) after an appeal from the judi- 
cial settlement, the sustaining by the Court 
of Appeals of the permanent all-picketing 
injunction. 

The author concludes that the deci- 
sion shows that the anti-injunction act is 


176 


a procedural statute and not a substantive 
statute. It is a regulative measure and 
could not constitutionally divest the courts 
of their powers to issue injunctions. 

The lack of bias and prejudice in Dr. 
Mariano’s book sets it apart from many 
contemporary works upon the general sub- 
ject. 

James P. RowLAND 

Chestnut Hill College 


FELD, KENNETH. Introduction to Invest- 
ment Analysis. Pp. xii, 340. New 
York: The Ronald Press Company, 
1940. $3.50. 


Professor Field has followed his success- 
ful text on Corporation Finance with an 
Introduction to Investment Analysis done 
in much the same style. After devoting six 
chapters to investment programs, the 
mechanism of security transfer, yields, the 
legal position of securities, and the eco- 
nomic bases of investment value, he offers 
individual chapters on the various fields: 
public utilities, industrials, governments, 
railways, insurance companies, real estate, 
investment trusts, and banks. The book 
is short, about sixty thousand words, with 
more than one hundred charts and tables 
of rather uneven usefulness. 

Professor Field has a tight, uninspired 
style which appears on the surface to make 
for simplicity but which in many places 
actually results in difficulty of understand- 
ing that belies the author’s introductory re- 
mark that “he had endeavored to keep the 
student rather than the critic in mind.” 
This occurs despite the fact that the mate- 
rial presented is quite elementary in na- 
ture. The text requires almost a line- 
by-line follow-up in the classroom, which 
definitely interferes with the work of in- 
structors who prefer greater independence 
in their lectures and classroom exercises. 
While the author states that the book is 
designed to meet an “analytical challenge” 
deriving from a swing of students away 
from the historical and descriptive toward 
the analytical approach, a carefully selected 
body of descriptive materials would have 
effected considerable improvement in the 
book. 

The author is careless in using terms not 
previously explained in the text, as, for 
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example, “thin market,” “5 per cent mar- 
ket,” “30 points,” and “escrow.” His ex- 
position sometimes obscures rather than 
clarifies, as in the case of paragraphs on 
trend analysis, money manipulations, nor- 
mal value, and Dow theory, and in such 
sentences as “industrial corporations have 
difficulty during depressions if their sales 
volumes are not reasonably well distributed 
over a substantial portion of the trade.” 
He is given to making assertions that are 
out of place in the text and strike an un- 
suitable tone. Some examples are worth 
citing: “The men in public office who ne- 
gotiate such franchises, not the consuming 
public, are the chief beneficiaries.” “. . 
particularly since the Federal spending 
spree of the thirties.” “The F. D. Roose- 
velt administration pretty well demon- 
strated that a total governmental tax bur- 
den equal to 25 per cent of the national 
income produces serious economic conse- 
quences even though the power to exact 
taxes sustains government bond prices.” 
Sometimes an ineptness of phrasing creates 
unintended implications: “It is only when 
a sufficient group of voters becomes in- 
terested that governments seize the oppor- 
tunity to extend their sway.” The lone 
paragraph on foreign securities is a rather 
unhappy closing section which might have 
been expanded into something much more 
useful. 

A set of problems and an extended list 
of references for supplementary reading 
follow each chapter. 

Stmuon G. HANSON 

Washington, D. C. 


HARTSHORNE, RıcHARD. The Nature of 
Geography. Pp. vi, 482. Lancaster, 
Pa.: Association of American Geogra- 
phers, 1939. 

The Nature of Geography, by Richard 
Hartshorne, has few counterparts in geo- 
graphic literature—certainly none in Eng- 
lish. It is a comprehensive, careful, pene- 
trating analysis and critique of German, 
British, and American thought as to the 
objectives and methods of geographers. 
Whether or not one agrees with all of 
Hartshorne’s personal conclusions as to de- 
sirable aims and methods is of little conse- 
quence, since his conclusions inevitably 
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encourage reflection. His clear statements 
about the works of leading geographers in 
the three countries covered are models of 
their kind. His stimulating and thought- 
provoking comments on various “schools 
of thought” in the subject, past and cur- 
rent, are of rare value. No professional 
worker in the subject can be considered 
informed who has not perused this treatise. 
Workers in related disciplines are laid un- 
der a deep debt to Hartshorne for having 
made available to them this thoroughgoing 
coverage of geographical thought. It 
makes unnecessary the reading of literally 
hundreds of papers and scores of books, 
and in not a few instances it expresses the 
thought of an author more clearly than he 
himself expressed it. Of course any quali- 
fied reader can find flaws in The Nature of 
Geograpky; even the author of this review 
has found several; but to call attention to 
these flaws in a short statement would be 
to put emphasis where it merely misled. 
No doubt it will be some time before many 
geographers, and an even longer time be- 
fore many interested workers in related 
disciplines, have really carefully read the 
almost five hundred pages of Hartshorne’s 
meaty monograph, but when that time 
finally comes, this reviewer predicts there 
will be a stirring among those seriously 
concerned with geography. 
WELLINGTON D. Jones 
University of Chicago 


HoTCHKISS, GEORGE Burton. An Outline 
of Advertising. Rev. Ed. Pp. xxvi, 
631. New York: The Macmillan Co., 
1940. $4.00. 

The dynamic economic society with 
which we are associated develops a need 
for a revision of material even though 
basic facts and principles remain funda- 
mentally the same. The subject matter 
and the illustrations presented in this revi- 
sion of An Outline of Advertising will fa- 
miliarize the student with new techniques 
employed by advertisers. The well- 
planned presentation employed in the orig- 
inal edition has been retained. Since the 
book is intended to serve as a text for 
general courses in advertising, it no doubt 
was necessary to limit the discussion of 
certain subjects. Perhaps it is a matter of 
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individual opinion as to what material 
should be expanded or contracted in order 
to keep within the confines of a single 
volume. Generally, Professor Hotchkiss 
has exercised good judgment in the weight- 
ing of material for his book, especially 
since he writes with the approach or point 
of view of an advertiser. 

The book is divided into four major 
parts: The Philosophy of Advertising, The 
Science of Advertising, The Art of Adver- 
tising, and The Strategy of Advertising. 

Part I, The Philosophy of Advertising, 


treats of the history and development of 


advertising, its social aspects, and the ad- 
vertiser’s policies and objectives. The 
chapter on the social aspects does not pre- 
sent new material on the social implica- 
tions, and probably would not satisfy a 
reader who is especially interested in the 
economic point of view. There is no men- 
tion of such problems as the relationship of 
advertising to monopoly, or the costs to 
economic society when advertising is used 
as a competitive tool in marketing. This 
reviewer 1s interested in raising such ques- 
tions merely because of the vicious attack 
being made on advertising practices by 
certain groups in our present-day society. 

The chapter dealing with the advertiser’s 
policies and objectives devotes major at- 
tention to the specific objectives of adver- 
tising but does not separate the specific 
from the general aims. The general pur- 
poses, namely, increasing sales, reducing 
selling cost, and establishing a reputation 
which enables products to command pre- 
mium prices, are implied but not specifi- 
cally cited. It is the reviewer’s point of 
view that a clear citation of the general 
objectives leads to a better understanding 
of the specific aims of any particular ad- 
vertisement, 

Part II, The Science of Advertising, 
deals with the organization, the mechanism, 
and the thinking processes necessary in 
modern advertising. The only criticism of 
this section is the small amount of space 
given to the discussion of the advertising 
agency. It would seem that the ever in- 
creasing importance attached to the adver- 
tising agency would warrant attention to 
available material such as the number and 
character of agencies, their growth, spe- 
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cialization, and mortality, and considera- 
tions in selecting an agency. 

Parts III and IV of the book, dealing 
with The Art of Advertising and The Strat- 
egy of Advertising respectively, give a 
commendable treatment of material cov- 
ermg such physical features of an adver- 
tisement as style, typography, illustration, 
color, layout, production, plans, media, 
testing results, and trends in modern ad- 
vertising. 

Professor Hotchkiss has produced a very 
teachable and practical book in the field of 
marketing. The publication is well illus- 
trated throughout and contains useful 
questions and problems at the end of 
each chapter. The collateral readings 
listed for each chapter are well chosen and 
helpful to a student interested in intensive 
study of the subject matter. The publica- 
tion is definitely recommended for college 
use in beginning courses in advertising. 

HAROLD ALSPAUGH 

Temple University 


Kwicut, Encar W. What College Presi- 
dents Say. Pp. xvi, 377. Chapel Hill: 
University of North Carolina Press, 
1940. $3.50. 

The assumption underlying this book 
may be put as follows: Higher education 
is a part of the largest public business in 
this country, and it involves extensive 
properties, enormous budgets, generous 
benefactions, thousands of employees, and 
over a million students. The men and 
women who head the institutions of higher 
learning, therefore, are persons of signifi- 
cance, and because of their position what 
they say is of social importance. Professor 
Knight has combed the speeches and writ- 
ings of American college presidents of the 
past seventy-five years, has taken out what 
he apparently regards as significant quota- 
tions, and has grouped them to indicate 
what the presidents (and a few others) 
say on the following general topics: the 
college presidency itself, the purposes and 
the weaknesses of higher education, or- 
ganization and administration, faculty re- 
lations, and the obligations of higher edu- 
cation to society. 

This is a difficult volume to review, for 
obviously it has the quality of a scrapbook. 
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It is apparent that college presidents say 
many things, and do not agree among them- 
selves; furthermore, they are not indi- 
vidually always entirely consistent. The 
matter of selection, accordingly, becomes 
all-important in a compilation of this type. 
Dr. Knight does believe that certain trends 
in presidential utterances are observable, 
and while this may be so, there is nothing 
that indicates to the reader what is “trend” 
and what is “selection.” Herein lies the 
weakness of the approach that has been 
used. 

Taken at face value, this compilation of 
quotations is revealing, and even depress- 
ing. It reveals as nothing else could that 
among college presidents the clerical tradi- 
tion is still strong, with its emphasis on 
sermonizing. College presidents preach, 
and they preach with all the generalities of 
the pulpit. Dr. Knight puts it this way: 
“. . . heads of higher education in this 
country tend to be a trifle loquacious and 
discursive on many subjects.” And he 
adds that there seems to be little relation 
between length and quality of speeches. 
Nor do presidents appear to be aware of 
the old adage that “there is nothing new 
except what is forgotten.” Originality is 
not a striking characteristic of the quota- 
tions. Professor Knight draws one conclu- 
sion which, in view of the assumptions 
indicated at the outset, represents some- 
thing of a paradox. After paying respect 
to those with “unafraid minds,” he writes: 
“Yet, apparently, many of them [college 
presidents] say what they are expected to 
say by their supporting constituencies. 
When they insist on saying what they are 
not expected to say they are soon not al- 
lowed to say anything.” Perhaps that is 
why the title of this book is “What Col- 
lege Presidents Say,” and not “What Col- 
lege Presidents Think.” 

Marcom M. WILLey 

University of Minnesota 


Hortis,’ Ernest Victor. Philanthropic 
Foundations and Higher Education. Pp 
x, 365. New York: Columbia Univer- 
sity Press, 1938. $3.50. 

What is the purpose and function of 
saving in a free economy? The above 
question epitomizes, I presume, the pri- 
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mary motivation which has led so many of 
our scholars in recent times to conduct 
inquiries with respect to the policies of 
financial foundations. A foundation comes 
into existence through saving. Its re- 
sources represent what is left over from 
the accumulations of a wealthy person 
after he has reinvested all that seems nec- 
essary for further production and all that 
he and his dependents do not require for 
living. The wealthy person thus tums 
back to society that portion of his savings 
which he desires shall be used for public 
interests. 

During the latter part of the nineteenth 
century, critics began asking whether or 
not the public interest was actually served 
by this method of funding and expensing 
private savings. Some have even sug- 
gested that the foundations constitute a 
kind of conspiracy against social change— 
a defense fund utilized on behalf of the 
status quo. All the more recent studies, 
at least those which seem to have been 
based upon sound inquiry methods, tend to 
disprove the conspiracy theory; in addi- 
tion, these studies combine to present the 
actual operation of foundations in a much 
more favorable light than might have been 
expected. But the basic question still re- 
mains, and consequently we may anticipate 
more studies, especially more of the type of 
Professor Hollis’ which deal with specific 
areas of foundation, power and influence. 
Professor Hollis wishes to know the nature 
of the influence which foundations have 
exerted upon higher education in the 
United States. From my viewpoint, the 
most important question raised by Pro- 
fessor Hollis in the first half of his study 
has to do with policy-making in founda- 
tions. His answer is that no definite, con- 
tinuing policy exists. Perhaps it would be 
fairer to state that he believes that founda- 
tion policies are the consequence of three 
elementary forces: (1) the personality of 
the donor, whether dead or living; (2) the 
various pressures which are exerted upon 
foundation officials; and (3) the pragmatic 
test which tends to support whatever elicits 
public approval and to reject whatever 
produces an unfavorable public reaction. 

The second half of Professor Hollis’ 
book is, as he admits, less objective, since 
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it represents his attempt to evaluate the 
influence which foundations have exercised 
upon higher education. Social evaluation 
of facts belongs to philosophy rather than 
to science, and Professor Hollis is a gen- 
erous evaluator. He believes that founda- 
tion officials are much more progressive 
than college administrators. He also be- 
lieves that scholarships granted through 
foundations are purposeful and culturally 
advanced. He believes that professional 
education in a sense owes its high status 
in America to foundation stimulus. He 
closes his essay with the following per- 
oration: “With increasingly large and di- 
versified sources of revenue the founda- 
tions may do even more in the second than 
in the first third of the twentieth century 
to promote the purposes of higher educa- 
tion.” 

I find myself in general agreement with 
the tone and the direction of Professor 
Hollis’ interpretation, but he leaves many 
disturbing questions untouched, and I see 
no reason why they should be avoided. If 
a foundation is a public trust dedicated to 
the public interest, why should there not 
be an extension of public participation in 
policy-making? If the purpose of a foun- 
dation is not to accumulate more money 
but rather to expend accumulated wealth 
for social ends, why are there so few edu- 
cators, scientists, and artists on the various 
control boards? Why, in other words, is 
policy-making left so largely in the hands 
of financiers, bankers, industrialists, and 
lawyers? Professor Hollis appears to be- 
lieve that the contributions which the 
foundations have made to social research 
will not become evident for some time to 
come, and this may be true; but the ques- 
tion which many of our younger social 
scientists are asking is this: Why do foun- 
dations devote so small a proportion of 
their funds to social research, and why is 
so much of it parceled out to a small 
coterie of older men? These are sample 
questions and misgivings which the founda- 
tions should, I believe, consider. While it 
is true, as Professor Hollis asserts, that the 
public attitude toward foundations is not 
at present acutely hostile, it is also true 
that there exists a vast amount of whis- 
pered criticism. The peculiar quality of 
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this underground hostility is that it comes 
" primarily from persons who have formerly 
been beneficiaries of foundation grants. 

Those who criticize thereby incur a re- 
sponsibility. I wish that the foundations 
might accept with gratitude all that Pro- 
fessor Hollis so generously says concerning 
the aid which they have extended to higher 
education in America, and then proceed 
to formulate a statesmanlike policy for 
the future. In the field of general educa- 
tion, it seems to me true that the best 
education now available takes place in the 
smaller colleges. But these smaller insti- 
tutions are languishing and dying. It 
would require only a small percentage of 
the funds allocated to higher education to 
bring these institutions back to life, to 
provide for them the rightful place which 
I believe they deserve in a democratic 
society. But I have already passed be- 
yond the restricted function of a reviewer 
and shall therefore conclude abruptly by 
saying that Professor Hollis has done his 
job thoroughly and it need not be done 
again, but there is still another task to be 
performed, and it has to do with the 
proper orientation of foundations with re- 
spect to a democratic conception of higher 
education. 

Epuarp C. LINDEMAN 
New York School of Social Work 


Laski, Harotp J. The Danger of Being a 
Gentleman. Pp. 270. New York: The 
Viking Press, 1940. $2.75. 

This recent volume from the prolific pen 
of Professor Laski consists of eight essays 
which are bound together by no unity of 
content, nor even any of style. The first 
one dates from 1926; it is the inaugural 
lecture delivered at the London School of 
Economics when Laski was called there 
to the newly founded chair of political 
science, then still a barely recognized disci- 
pline in its infancy in the English uni- 
versities. The last essay dates from 1938 
and is a brief scholarly and historical dis- 
sertation on the English Constitution and 
French public opinion in the first years of 
the French Revolution. The other essays, 
written in the intervening years, roam 
about so wide a field as law and justice in 
Soviet Russia, the committee system in 
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English local government, and the nature 
of the judicial process. 

In spite of the great diversity of the 
fields covered on the relatively few and 
very handsomely printed pages, this book 
will be read with delight and profit by 
scholar and general reader alike Laski has 
the gift of treating the problems with 
which he deals in a stimulating way. Some 
of the essays are of a more scholarly na- 
ture; but the most profitable may be the 
three which in their sparkling presentation 
and rich wisdom seem addressed to a large 
public. On less than twenty pages, and 
from the point of view of a radical or a 
social democrat, Professor Laski success- 
fully, with critical sharpness but also with 
humorous appreciation, discourses on the 
ruling class in England and on the ideal of 
being a gentleman. In a charming way a 
serious characterization of English intel- 
lectual and social traits is here attempted. 
Professor Laski rightly points out the great 
danger which the ruling class, the gentle- 
man with his lack of imagination and his 
horror of depth and originality of ideas, 
of logical and courageous analysis, involves 
for England. The present plight of Eng- 
land bears witness to this. But compared 
with the leading classes which the new 
movements in Russia, Italy, or Germany 
seem to offer to mankind, one may be 
allowed to reflect with melancholy and re- 
gret upon the passing of the gentleman. 

The most timely essay presented in this 
volume is that on nationalism and the fu- 
ture of civilization. It tackles, and in my 
opinion in the right way, the central prob- 
lem of our time. Written in 1932, it 
ended with the words: “If we recognize, 
in our present situation, the obligation to 
think out our problems we may yet evade 
the relentless decree of fate. For fate 
bids us build an ordered world as the price 
we must pay for our survival. Do not let 
the difficulties of that task blind us to the 
splendour of its achievement.” The eight 
years which have elapsed have seen the 
peoples in the democracies shrinking from 
that task; therefore fate has taken and 
is taking its relentless course. 

From the tragic outlook caused by the 
insufficiencies of the democratic peoples, 
especially also our own people, we turn in 
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the book to the last essay, which is a 
memorable tribute to Mr. Justice Holmes 
on the occasion of his eighty-ninth birth- 
day, four years before he died; but not 
only to him—also to the civilization which 
produced him. Rarely has a more graceful 
appreciation been expressed in a warmer 
and more urbane form of the best of New 
England tradition. Professor Laski praises, 
above all, two qualities in Mr. Justice 
Holmes—che depth of his sense of justice 
and the degree to which his mind was 
open. They seem the essential qualities of 
a new ruling class of democratic gentlemen. 


Hans KOHN 
Smith College 


ATWATER, Pierce. Problems of Admin- 
istration in Social Work. Pp. xi, 319. 
Minneapolis: University of Minnesota 
Press, 1940 $3.50. 


Social work is so new and its practi- 
tioners so driven by its exigent demands 
that it is seldom a person absorbed in its 
duties finds the time to set down his ex- 
periences in a form for the guidance of 
learners and the criticism of his peers. 
This is precisely what the author, just 
elected to head up the challenging task of 
directing Chicago’s federated financing 
agency, and for several years the success- 
ful director of the Community Chest in 
St. Paul, has done The book bears all 
the marks of the practical man of affairs, 
who knows his job and has been alert to 
its significance. It has also the dramatic 
quality of any realistic recital. Starting 
with descriptions of tasks and qualities of 
persons necessary to perform them, it 
proceeds to minute descriptions of func- 
tions and processes and ends in a burst of 
vivid writing descriptive of the methodol- 
ogy of a community fund campaign that 
bears all the marks of being the work of 
an enthusiastic leader in the art so clearly 
described. 

Atwater squarely lines himself up with 
the theory that while there are certain 
qualities common to all administrative 
tasks, fundamentally the administrator is 
the executive of a functioning body, and 
must be a specialist in that function, as 
well as an administrator. In this he is 
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in full agreement with most executives in 
social work, and saves himself from much 
needless argument attempting to defend a 
theoretical position. He came to such a 
decision, not via the schools or his own 
preparation, but by almost precisely the 
opposite road; for his first experiences 
were in a Chamber of Commerce. 

The book, while it has all the concrete- 
ness and practical quality one would ex- 
pect of an executive in contrast with a 
theorist, does have some inherent limita- 
tions. As the author confesses time did 
not permit better integration of material. 
But in addition, the hand of the executive 
rather than of the scholar is seen in the 
almost pontifical manner in which it lays 
down commands instead of balancing con- 
trasting considerations. It is replete with 
such phrases as “it should be understood 
by every... .”; “the point that must be 
kept in mind. . .”; “the basic thing to be 
remembered . . .” on almost every page. 
Its historical considerations could have 
been more carefully, as well as more tell- 
ingly, worked out; its comments on what 
we have to learn of British Civil Service 
could have been developed with splendid 
pertinency. But any teacher can supply 
these deficiencies; only one who has gone 
through the grueling experiences of admin- 
istering public and private social work with 
his eyes wide open and his imagination 
undimmed by its oppressive demands 
could have written the book. 


FRANK J. Bruno 
Washington University 


Eaton, CLEMENT. Freedom of Thought 
in the Old South. Pp, xix, 363. Dur- 
bam: Duke University Press, 1940. 


$3.00. 


The thesis which Dr. Eaton poses is an 
intriguing one, well calculated to enlist 
the highest efforts of historical analysis. 
Throughout the Colonial period and down 
to the early decades of the nineteenth cen- 
tury, the South was at least as advanced 
as the North in outlook on all subjects, 
and more so on some. It owed no apolo- 
gies to any section whatsoever for the tex- 
ture of its thought or the quality of its 
thinkers. Through the years this condition 
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altered, mainly because of the malign in- 
fluence of an economic system obsolete in 
practice and more and more repugnant to 
the moral sense of the world; until, by the 
time the Civil War broke out, Southern 
opinion had become intolerant, regimented, 
and parochial to a surprising degree. 

Dr. Eaton’s task has been to probe this 
far-reaching process with a surgical deft- 
ness and particularity, to break down these 
broad postulates into minute veins and 
cells (continuing our anatomical parallel), 
and to give verity to his general theme by 
bolstering it with supporting details. He 
has accomplished this with much art. In 
turn he examines the Southern aristocracy, 
plantation life, education, the dread of 
servile insurrection, legal processes, the 
Calhoun influence, freedom of the press, 
academic freedom, immigration, and moral 
and creedal speculation; and in each of 
them he finds a gradual deterioration which 
adds up at last to what he justly calls an 
Intellectual Blockade. He shows, by the 
impact of this vast range of data, how the 
South, through the need to defend an in- 
dustrial system increasingly indefensible, in 
a mere half-century sloughed off com- 
pletely a civilization perhaps the most lib- 
eral on the continent, to replace it with a 
narrow, insular viewpoint of which it still 
feels the deadening effects. 

ALPHONSE B. MILLER 


Philadelphia 


SHAFER, CARLISLE and Caror. Life, Lib- 
erty and the Pursuit of Bread, Pp. 207. 
New York: Columbia University Press, 
1940. $2.25. 


This is a casual but careful discussion of 
five vital questions of the moment: unem- 
ployment and the pursuit of higher wages; 
old age security; security for child life; 
health; and dependency. 

A catchy title and the device of ques- 
tion and answer in the form of letters ex- 
changed between the co-authors is a pleas- 
ant conceit, reminiscent of Foster and 
Catchings’ Road to Plenty, which dealt 
with this same subject. 

Unemployment the author finds to be 
mainly the result of technological change; 
not because improved machines throw men 
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out of work, but because this economic 
disruption occurs without planning. “The 
capitalists,” he observes, “should allow in- 
come to be better distributed through 
either lower prices or higher incomes to 
the workers.” “If they cannot, or do not, 
the Government ought to step in with 
more economic planning and control.” He 
offers a sixfold remedy, namely, the six 
main features of our New Deal program: 
relief; regulation through planning of tech- 
nological advance; job placement; restric- 
tion of the labor supply; increase in jobs 
through made public work; and finally an 
increase in purchasing power through the 
expedients of increased production, higher 
wages, lower prices, and the organization 
of labor forces. And if these expedients 
do not cure the patient, Government Ac- 
tion must be invoked. 

After all of which the reader seems to 
arrive, like a rabbit, at about the point 
where he began. 

To provide a living wage, the authors’ 
best expedient is increased production; but 
he has grave doubt that hıgher wages will 
result automatically. He would compel 
a minimum wage, and adds that “if the 
owners of industry will not pay higher 
wages than they have been paying, then 
there is no alternative except to redis- 
tribute wealth and raise the workers’ in- 
comes through taxation.” 

For the increasing burden of old age the 
writer advocates the method of relief al- 
ready set up by the Social Security Act, 
but would broaden the coverage and re- 
tain but not increase the share paid in by 
the worker. He would “advocate increas- 
ing benefits as the national income goes up 
until every older worker is assured of not 
only his bread but a good living.” 

Discussing the four million fatherless 
families in the United States the author 
asserts that “society . . . ought to provide 
. . . the economic basis of life for needy 
broken families.” “We should never be 
satisfied,” he concludes, “until every child 
in the United States is guaranteed that 
economic basis of life necessary for bread, 
health and intellectual growth.” 

The illustrative cases throughout the dis- 
cussion are vividly set out. The final 
chapter, on Social Work, is one that ev- 
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ery layman and most social workers may 
read with understanding and profit. 
Rogert W. KELSO 
University of Michigan 


Smrt, T. Lynn. The Sociology of Rural 
Life. Pp. xx, 595. New York: Harper 
and Brothers, 1940. $3.50. 

According -to the author, here is a sys- 
tematic study of social relationships that 
makes the work not the ordinary rural so- 
ciology, but a sociology of rural life. Dr. 
Smith starts with the premise that “science 
is the product of the application of the sci- 
entific method,” and sociology is that sci- 
ence which applies the scientific method to 
the study of social relationships. 

The first significant part of the work 
discusses the foundations of rural social 
processes—the rural population. The sec- 
tion is a series of charts which serve to 
orient the student into the world of rural 
folks. The motivation is provided by 
rural-urban differences in number, growth, 
composition, and characteristics of popula- 
tion. All of this is the traditional pattern 
which other previous texts in rural soci- 
ology have employed. 

The second grouping of data (which is 
Part IIL) concerns social organization. 
The author’s arrangement is somewhat 
unique, for it has usually been the fashion 
to discuss the general structure of organ- 
ization as separate from the institutional 
phase. 

The final part is devoted to a discussion 
of the processes of rural society. Any stu- 
dent of sociology, be his training in the 
systematic sociologies or any other, will 
find the familiar concepts (competition, 
conflict, co-operation, accommodation, as- 
similation, and so forth) applied to a rural 
social situation. 

It is impossible to present a full evalu- 
ation of Dr. Smith’s book within the limits 
of this review. Only brief references have 
been made to the chief points of view 
which he has adopted; the student should 
be sufficiently interested to find the de- 
tailed argument for himself. The reviewer 
cannot close, however, without compli- 
menting the author in his attempt to give 
us a sociology of rural social processes, 
even though his discussion of such proc- 
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esses grows somewhat static. He is thrice 
to be congratulated for his ability to stay 
away from statistical tables. The usual 
text has dozens of them. Smith employs 
four! In their place, he resorts to the 
modem pictorial fad—he uses 111 illus- 
trations! 

Dr. Smith has succeeded in his purpose, 
that of writing a text for sophomores. The 
reviewer feels constrained, however, to 
warn students that they will find a treatise 
that is heavily biased by the author’s 
Southern point of view. Being head of a 
department at Louisiana State University, 
naturally he would present a picture that 
will call attention to the problems of the 
South. He would have done a better job 
had he confined his discussion to a soci- 
ology of the rural South; then the mistakes 
he falls into because of faulty national 
comparisons would have been avoided. 

Grorce W. Hint 

University of Wisconsin 


Linton, Rates (Ed.). Acculturation in 
Seven American Indian Tribes. Pp. xiii, 
526. New York: D. Appleton-Century 
Co., 1940. $4.00. 

Anthropology breeds many specialists, 
with the frequent result that the ethnolo- 
gist must be his own critic on most ques- 
tions of fact. Consequently the present 
review will be limited to a judgment of the 
adequacy rather than the accuracy of the 
material presented. 

Individual case studies of culture change 
among the Puyallup, White Knife Shoshon, 
Southern Ute, Northern Arapaho, Fox of 
Towa, Alkatcho Carrier, and San Ildefonso 
Indian tribes occupy the major portion of 
the volume. In general outline, all the in- 
dividual accounts posit an aboriginal cul- 
ture and a modern culture and a period of 
history intervening. With the exception of 
Dr. Goldman’s outstandingly excellent ac- 
count of the Alkatcho Carrier, the case 
studies frequently confuse acculturation 
with the history of culture change. It 
rests largely with three brilliant chapters 
by the editor, Dr. Linton, to make the 
essential distinction, 

Each of these studies, in varying degree, 
attempts a reconstruction of the aboriginal 
culture. Such reconstructions, although 
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they have long been the identifying mark 
of the ethnologist, are hazardous. The evi- 
dence is slim and partial and subject to 
the selective influence of both the histori- 
cal observer and the contemporary inform- 
ant. It is genuinely disappointing that in 
charting a new field for research, it should 
have been deemed necessary to carry over 
the special disabilities of the old. What- 
ever the merits of reconstruction in the 
traditional endeavors of ethnology, the ab- 
original community enjoys no special ad- 
vantages in the field of culture change. 
Ample contemporary phenomena are avail- 
able for study. ; 

Judged in their own terms, the studies 
of the White Knife Shoshon and the South- 
ern Ute are plausible chronicles of culture 
change. Less can be said of the chapters 
dealing with the Puyallup, the Fox of Iowa, 
and the San Ildefonso tribes. Dr. Elkin’s 
treatment of the Northern Arapaho exem- 
plifies a defect shared to some extent by 
most of these accounts: a personification 
of the group through the construction of a 
synthetic individual in whom is reflected 
all the knowledge, attitudes, and observ- 
ances of his culture. Economic man, the 
construct of a sister science, has acquired 
a close relative. 

The major merit of this volume rests 
with three excellent chapters by Dr. Lin- 
ton, In only the broadest sense do they 
editorialize or generalize the findings of 
the case studies. They rest very lightly 
on the evidence presented. With the ma- 
jor exception of Dr. Goldman’s study of 
the Alkatcho Carrier and minor exceptions 
elsewhere, it is only here that the volume 
comes to grips with the essential material 
of the subject, the actual social processes 
by which cultures are transformed rather 
than the historical environment in which 
the transformation occurs. 

Lroyo H. FISHER 

Berkeley, California 


Herskovits, MELVOLE J. The Economic 
Life of Primitive Peoples. Pp. xii, 492, 
i~xxvii New York: Alfred A. Knopf, 
Inc., 1940. $4.29. 

The main object of this remarkably dis- 
cerning and well-informed book is to show 
how two approaches to social science which 
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have been singularly unco-ordinated can 
be made of very great use to each other. 
Economists have quite generally taken the 
contemporary culture for granted, and thus 
missed a large part of its significance. The 
more orthodox and the Marxian theorists 
alike have referred to primitive conditions 
conceived in utterly fanciful terms for pur- 
poses of argument. Institutional econo- 
mists have been less prone to take current 
social patterns for granted, but their ex- 
planations have been largely sterilized by 
ing to deal with one culture in terms 
merely of itself and restricting themselves 
too narrowly to one type of institution. 

Professor Herskovits states this unfor- 
tunate situation in moderate language, with 
a wealth of convincing illustrations. Fail- 
ing to compare, the general economist is 
rarely even conscious of his adherence to 
one setting, and hence of the problem 
whether his generalizations hold good for 
a great variety of settings. 

The anthropologist has generally found 
references to primitive society in treatises 
by economists absurd and the generaliza- 
tions in such works inapplicable outside 
their actual frame of reference. Hence 
he has quite generally failed to appre- 
ciate the possibilities for specifically eco- 
nomic analysis of his own materials. Ref- 
erences to economic life are often merely 
descriptive and scattered through a vast 
amount of material extraneous to a clear- 
cut discussion of this particular subject 
matter. What might be worth while to 
economists seems hardly worth the vast 
search required, plus the effort and the risk 
of trying to put the undigested fragments 
together into utilizable form. 

After two introductory chapters, Parts 
II to V canvass the subject indicated by 
the title of the book, and a final chapter 
summarizes problems and points of view. 
The whole is rigorously but inconspicu- 
ously documented. The style is crisp and 
readable. 

At last, an anthropologist with the nec- 
essary intelligence has taken the trouble 
to find out what the economists have been 
saying (and often intelligently), for the 
purpose of pointing out its limited applica- 
tion outside a narrow field which is taken 
for granted rather than defined. The book 
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is packed with corrections of superficial or 
erroneous judgments about work and re- 
wards, the division of labor, trade, enter- 
prise, property, and many other subjects 
as they appear from the angle of simple 
cultures. There is a wealth of well- 
digested illustrative material which stu- 
dents outside anthropology would have a 
good deal of difficulty in assembling. 

The reviewer has found this work so 
nearly a pocket of pure gold that he re- 
frains from stating certain minor criti- 
cisms. A subject of immense interest to 
all social science here receives its first 
thoroughly competent general discussion 
by a writer who can see over the fences 
which artificially divide fields of study. 

MELVIN M. KNIGHT 

University of California, Berkeley 


RECKLESS, WALTER C. Criminal Behavior. 
Pp. xi, 532. New York: McGraw-Hill 
Book Co., 1940. $3.75. 

This general treatise on criminology has 
a freshness and punch that most of the 
older textbooks lack. Many sources are 
used that have not been previously in- 
cluded. The European data generously 

‘ distributed through the book are conspicu- 

ously absent in some of the American 

textbooks. 

In the reviewer’s opinion the first eight 
chapters, which are designed to show how 
criminology can be developed as a “com- 
parative science,” constitute the best part 
of the treatise. In chapter three, Social 
Disorganization and Crime, specific exam- 
ples are presented of societies having fre- 
quent and infrequent crime. To illustrate 
societies which have a low incidence of 
criminality, the author cites the Indians of 
Labrador, the Trobriand Islanders, the ab- 
original “Antlers,” Papagos and Tlingit, 
premodern Chinese and modern European 
agricultural villages, the Puritan colony of 
Massachusetts, the Boers of South Africa, 
and two all-Negro communities. By way 
of contrast, the “town-bred” natives of 
Northern Rhodesia, reservation Indians in- 
cluding the present-day “Antlers,” the Po- 
lish peasants in both Europe and America, 


Negro migrants from the rural South, and — 


the oil-boom communities of Gregg 
County, Texas, are used to exemplify a 
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relatively high degree of demoralization 
and crime. Chapters four and five are 
devoted to Areal and Regional Differences 
in Crime, and include interesting new 
material on “frontiers,” “borders,” and 
“outskirts.” Chapters on Sex, Age and 
Race Differentials in Crime, The Forms of 
Organized Crime, and The Development 
of Criminal Careers follow. 

Since Professor Reckless emphasizes as 
a fundamental thesis in his book the steril- 
ity of causation studies, and stresses the 
value of a comparative point of view, it 
is surprising to find the next five chapters 
devoted to a critical consideration of gen- 
eral theories and biological, mental, social, 
and economic factors in causation. This 
section of the book does not seem to be 
up to the standard set by the first part. 

The weakest division of the book is the 
remaining group of nine chapters on treat- 
ment and prevention. Less than three 
pages in the entire text is devoted to the 
police, and only four pages to jails. Con- 
sidering the importance of these two as- 
pects of penology, this small space seems 
entirely inadequate. From a sociological 
standpoint, too much emphasis is placed on 
“individualization,” no mention being made 
of the recent tendency to consider the 
prison as a community. The first of the 
two chapters on prevention is very vague 
and general; the second is somewhat re- 
deemed by a short statement about the 
Chicago Area Project. Additional data on 
this challenging experiment are made avail- 
able in the appendix. 

Frequent inaccuracies and lack of clarity 
suggest haste in preparation. There are 
copious footnotes, but no bibliographies. 
Although in many ways this is a stimulat- 
ing discussion of criminal behavior, more 
confidence would be inspired if it included 
a larger proportion of carefully worded, 
scholarly statements. 


Norman S. HAYNER 
University of Washington 


THORP, MARGARET FARRAND. America at 
the Movies. Pp. xii, 313. New Haven: 
Yale University Press, 1939. $2.75. 


This is an account, in popular form, of 
transformations that have come with the 


186 


development of the motion picture from 
the “flicker” stage of 1900 and before to 
its present impressive status as a major 
industry and a major form of entertain- 
ment. The emphasis is upon social psy- 
chology and not upon the economics of 
motion picture production and distribution 
Frankly, there is nothing new in this book, 
yet the author has drawn together informa- 
tion relating to the effect of the motion 
picture on social habits and she has done 
it in a highly readable manner. The book 
has something of the “glamour” that she 
regards as so important an element in the 
motion pictures themselves. 

The outline of the volume is simple. 
There are 85,000,000 paid attendances at 
17,000 motion picture theaters each week 
in this country. There are 26,000,000 
more individuals over the age of twelve 
who do not attend motion picture per- 
formances more than a few times a year, 
and unknown millions more who do not go 
to the “movies” at all. The attempt of the 
industry is to present a product that keeps 
the first group coming, seeks to induce the 
second group into more frequent attend- 
ance, and tries to engender an interest in 
motion pictures in the others. In general, 
the technique is to offer dreams for sale, 
and one chapter is devoted to the devices 
and the tricks of promotion. The ingre- 
dients of motion pictures, in terms of their 
appeal, are sifted in the chapter on glam- 
our. The psychological mechanism of 
“identification” is of basic importance in 
understanding the public response to the 
screen, and while this is touched upon, it 
is not given a systematic analysis Social 
scientists in general have not yet studied 
this mechanism to the degree that its im- 
portance in social conduct would seem to 
warrant. Granted glamour, this gives rise 
to imitation of the glamorous persons, and 
a discussion of the inevitable “cinema fash- 
ions” follows. 

It is the portion of the book thus far 
that has most merit. In the later chapters 
on the industry, attempts to reform motion 
pictures, the “movies” as “vampire art” 
sucking the blood from “higher” forms of 
culture, and propaganda, the treatment is 
not fully satisfying, although the discussion 
of the penetration of “ideas” into the films 
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—as against mere dream stuff—does pose 
an important problem. 

In short, America at the Movies is pleas- 
ant reading; there is not a footnote in it; 
there is no bibliography. But it does sys- 
tematize, if somewhat superficially, mate- 
rials from a significant field in which schol- 
arly work will eventually have to be done. 

Marcom M. WILLEY 

University of Minnesota 


Burcess, Ernest W., and Lzonarp S. 
COTTRELL, Jr. Predicting Success or 
Failure in Marriage. Pp. xiv, 472. 
New York: Prentice-Hall, 1939. $2.50. 
Predicting Success or Failure in Mar- 

riage presents the results of a research to 
which two of the ablest sociologists in the 
world have dedicated a large share of their 
time during the last several years. In 
many ways, the project and the book 
which comes out of it are models of scien- 
tific method. Few workers in our field 
have ever equaled Burgess and Cottrell in 
their self-criticism; few have so patiently 
and even eagerly sought to winnow out the 
grains of truth in the sometimes captious 
criticisms of others. Rarely have sociolo- 
gists so ingeniously adapted their tech- 
niques to their materials, and not very 
often have they presented their results in 
so tentative and modest a fashion. 

It is chiefly as an extension of quantita- 
tive methods to a field where such methods 
have not previously been applied that the 
book deserves attention. The authors have 
had to find their way through a veritable 
wilderness of methodological difficulties, 
with each of which they have had to deal 
as best they could. It would be easy to 
criticize their procedure at many points, 
but much more difficult to suggest alterna- 
tive procedures which would have solved 
their problems better. The definitions of 
such concepts as adjustment and happiness, 
for example, are not altogether satisfac- 
tory, but the reviewer could not give better 
definitions than those which Burgess and 
Cottrell employ, and it may well be that it 
would be undesirable to seek more rigorous 
definitions at the present time. Indeed, it 
may be that more exact definitions must 
wait upon further researches, A notable 
feature of the project throughout has been 
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the interplay of data and logic, of theory 
and empiricism, of statistical and case 
study methods, for the authors have con- 
centrated their attention upon the phenom- 
ena, and have constantly adapted their tac- 
tics to their problems. 

Some of the principal findings of the 
study are the following: Contrary to pre- 
vailing opinion, American wives make the 
major adjustment to marriage. Affectional 
relations in childhood condition the love- 
choice of the adult. The socialization of 
the person, as indicated by participation in 
social life, is significant for marriage. The 
economic factor in itself 1s not significant 
for adjustment in marriage, since it is ap- 
parently fully accounted for by other fac- 
tors. With the majority of couples, prob- 
lems of sexual adjustment appear to be a 
resultant not so much of biological factors 
as of psychological characteristics and cul- 
tural conditioning of attitudes toward sex. 
Further proof of all these findings is desir- 
able, but Burgess and Cottrell have gone a 
long way toward establishing them in a 
scientific manner. 

WILLARD WALLER 

Barnard College, Columbia University 


BOOKS RECEIVED 


Anam, T. R. The Workers Road to 
Learning. Pp. v, 162. New York: 
American Association for Adult Edu- 
cation, 1940. $1.25 

Ary, Bower (Ed.). American Railroads 
(The Thirteenth Annual Debate Hand- 
book 1939-1940, Vol. II). Pp. 220. 
Columbia, Mo.: Lucas Brothers, 1939. 

AMERICAN ASSOCIATION FOR ADULT Epu- 
CATION. Annual Report of the Director 
for 1939—40. Pp. 80 New York, 1940. 

AMERICAN CATHOLIC PHILOSOPHICAL As- 
SOCIATION, Proceeding of Fifteenth An- 
nual Meeting, December 28 and 29, 
1939. Philosophy of the State. Pp. 
291. Washington, 1940 

AMERICAN PHILOSOPHICAL SOCIETY, Pro- 
CEEDINGS OF THE. Symposium on The 
Totalitarian State from the Standpoints 
of History, Political Science, Economics 
and Sociology. Pp. 102. Philadelphia, 
1940, 75¢. 


y 


187 


BALDERSTON, C. Canny. Wage Setting 
Based on Job Analysis and Evaluation. 
Pp. 70. New York: Industrial Rela- 
tons Counselors, Inc., 1940. $1.00. 

BorcHARD, Epwin, and WILLIAM POTTER 
Lace. Neutrality for the United States. 
Sec. Ed. Pp. xii, 461. New Haven: 
Yale University Press, 1940. $3.50. 

BRIGHTFIELD, Myron F. John Wilson 
Croker, Pp. xiii, 464. Berkeley: Uni- 
versity of California Press, 1940. $3 50. 

BURLINGAME, Rocer. March of the Iron 
Men. Pp. xvi, 500. New York: Charles 
Scribner’s Sons, 1938. $3.75. 

Cayton, Horace R. “Negro Housing in 
Chicago.” Social Action. Vol VI, No. 
4, pp. 39. New York: Council for So- 
cial Action of the Congregational and 
Christian Churches, 1940. 15¢. 

CHAMBERS, M. M. The Community and 
Its Young People. Pp. v, 36. Wash- 
ington: American Council on Education, 
1940. 

——~ (Ed.). The Eighth Yearbook of 
School Law. Pp. viii, 185. Washing- 
ton: American Council on Education, 
1940. $1.00. 

CHINA INSTITUTE OF INTERNATIONAL ÅF- 
FARS. Third Powers Interests in China. 
Pp. 123-138. Shanghai, 1940. 

The Nature of Sino-Japanese Peace 
Talks. Pp. 139-157. Shanghai, 1940. 

CHURCH, Donain E. Speed Methods of 
Statistics for Use in Business. Pp. ix, 
97. New York: Ronald Press Co., 1940. 
$3.00. 

COMMISSION ON GOVERNMENTAL EFFI- 
CIENCY AND Economy, Inc., A REPORT 
BY. Baltimore Electsons and Propor- 
tional Representation, Pp. 28. Balti- 
more, 1940. 

CosTRELL, Ebwon. How Maine Viewed 
the War, 1914-1917. Pp. v, 101. Oro- 
no: University of Maine Press, 1940. 

DARLING, ARTHUR BuRR Our Rising Em- 
pire 1763-1803. Pp. 595. New Haven: 
Yale University Press, 1940. $500, 

Davin, Leon Tuomas. The Tort Liabil- 
ity of Public Officers. Pp. vi, 93. Chi- 
cago: Public Administration Service, 
1940. $1.00. 


188 


Davison, Dwicut M., Je, and B. L. 
Hummer, Standards of Living in Six 
Virginia Counties. Pp. 116. Washing- 
ton: U. S. Dept. of Agriculture, 1940. 

Forp, Rozert S., and Frank M. LANDERS. 
Local Governmeni in Cheboygan County. 
Pp. 28. Ann Arbor: University of 
Michigan Press, 1940. 10f. 


GoLLoms, JosePH. Whats Democracy to 
You? Pp. x, 116. New York: The 
Macmillan Co., 1940. $1.75. 


Gorpin, ABBA. Communism Unmasked. 
Pp. 311. New York: I. N. Hord, 1940. 
$2.50. i 


GULLET, CEPHAS. The Forgotten Gospel. 
Pp. 395. Dobbs Ferry, N. Y.: The Cler- 
mont Press, 1940. $2.50. 


Hamu, Joan E., The English Hire-Pur- 
chase Act, 1938. Pp. 59. New York: 
Russell Sage Foundation, 1940. 50¢. 


Harwoop, SUMNER. How to Work with 
People. Pp. 197. ` Cambridge, Mass.: 
Cambridge Analytical Services, 1940. 
$2.00 direct; $2.50 through book stores. 


Hussard, Ursvra P. (Ed.). Handbook 
for Discussion Leaders. Pp. 112. New 
York: Carnegie Endowment for Inter- 
national Peace, 1940, 10¢. 


Ilinois Tax Probrems (Proceedings of an 
Open Forum on Taxation and Tax Prob- 
lems in Illinois). Pp. xii, 423. Chicago: 
Dlinois Tax Commission, 1940. 

Jacoss, ArrHur T. Methods of Clear- 
ance Between Unemployment Compen- 
sation and Relief Agencies. Pp. viii, 52. 
Washington: Social Science Research 
Council, 1940. 50¢. 


Kerso, Rosert W. (Ed.). Consumer 
Credit (Proceedings of a Conference un- 
der Joint Auspices Institute of Public 
and Social Administration of the Uni- 
versity of Michigan, Ann Arbor, Janu- 

~ ary 17, 18, 19, 1940.), Pp. vi, 137. 
Ann Arbor: University of Michigan, 
1940. $1.00. 

Kemmerer, Donatp L. Path to Freedom. 
Pp. xvi, 383. Princeton: Princeton Uni- 
versity Press, 1940. $3.75. 


Kuo«m, Lester E., and Oris P. STARKEY. 
Introductory Economic Geography. 2nd 


Tse ANNALS OF THE AMERICAN ACADEMY 


or 


Ed. Pp. x, 501. New York: Harcourt, 
Brace & Co., 1940. $4.25. 

Korinsky, Ruru. Adult Education Coun- 
cils. Pp. v, 172. New York: American 
Association for Adult Education, 1940. 
$1.25. 

Lowe, Roserr H. An Introduction to 
Cultural Anthropology. Rev. Ed. Pp. 
xx, 584. New York: Farrar & Rinehart, 
Inc., 1940. $3.50. 

Mariano, Joun H. The Wagner Act. Pp. 
229. New York: Hastings House, 1940. 
$2.50. 

Mexvin, Bruce L., and Etna N. SmE. 
Youth in Agricultural Villages. Pp. xxi, 
143, Washington: Works Progress Ad- 
ministration, 1940. 

Mexican REVOLUTION Party. The Sec- 
ond Six Year Plan 1941-1946. Pp. 144. 
Mexico, D. F., 1940. 

Municipal Year Book 1940, The. (Clar- 
ence E. Ridley and Orin F. Nolting, 
Eds.) Pp. x, 629. Chicago: The Inter- 
national City Managers’ Ass’n, 1940. 
$5.00. 

NATIONAL RESOURCES PLANNING BOARD. 
Deficiencies in Hydrologic Research. 
Pp. x, 93. Washington, 1940. 25¢. 

New York Law Society, Tue. The For- 
gotten Adolescent. Pp. 59. New York, 
1940. 

Noren, Herman C., and Harotp H. MAy- 
NARD. Sales Management. Pp. xiv, 505. 
New York: The Ronald Press Co., 194C. 
$4.00. 

PFANNER, JoHN ADAMS, JR. A Statistical 
Study of the Drawing Power of Cities 
for Retail Trade Pp. xii, 81. Chicago: 
University of Chicago Press, 1940. 
$1.00. 

Paerrs, D. M. (Ed.). Economic Rela- 
tions with Latin America. Pp. 75. Ann 
Arbor: University of Michigan, 1940. 
$1.00. 

PRENTICE-HALL, Inc. Immediate Adjust- 
ments in Estate Plans, Trusts, and Life 
Insurance Necessitated by Recent Su- 
preme Court and Other Decisions. Pp. 
20. New York, 1940. $1.00. 

QUEEN, STUART ALFRED, and JENNETTE 
RowE GRUENER. Social Pathology. 


Book DEPARTMENT 


Rev. Ed. Pp. x, 662. New York: 
Thomas Y. Crowell Co., 1940. $3.50. 
RANKIN, ROBERT S. 
Fads. Pp. viii, 224. Durham: Duke 
University Press, 1939. $3.00. 

Revue Economique internationale. Vol. I, 
No. 3, pp. 417—624. Bruxelles, March 
1940. $1.00. 

Ross, Cray Morris. A Survey of Public 
Personnel Legislation and Administrative 
Regulations. Pp. 143. University, Va.: 
Bureau of Public Administration, 1940. 
$1.00. 

Satis, CARROLL M. A Price-Level Regu- 
lator. Pp. 32. Boston: Christopher 
Publishing House, 1940. $1.00. 

SCHOONMAKER, Epwixn D. Democracy 
and World Dominion Pp. 331. New 
York. Richard R. Smith, 1939. $3.00. 

Suiva Ram, V. The State in Relation to 
Labour in India, Pp. viii, 175. Delhi: 
University of Delhi, 1939. 

Srxes, Eart R. Contemporary Economic 
Systems—Their Analysts and Historical 
Background. Pp. xiv, 690. New York: 
Henry Holt & Co., 1940. $3.00. 

Stovax Counci, THe. The Slovak Ques- 
tion (A Memorandum Submitted by the 
Slovak Council to Congress of the 
United States of America). Pp. 82. 
Geneva, 1940. 

SautH, J. RUSSELL, and M. Ocpzen PHL- 
ties. North America, Rev. Ed. Pp. 
xiii, 1008. New York: Harcourt, Brace 
& Co., 1940. $4.75. 

SouTHArD, FRANK A., JR., et al. Foreign 
Exchange Practice and Policy. Pp. ix, 
215. New York: McGraw-Hill Book 
Co, 1940. $2.50. 

STARNES, GEORGE T., et al. A Survey of 
the Methods for the Promotion of In- 
dustrial Peace. Pp. 155. Richmond, 
1940. 


When Civil Law. 


189 


Tax Poticy Leacue. Tax Yields: 1939. 
Pp xi, 126. New York, 1940. $2.50. 


Tompkins, Sruart Ramsey. Russia 
Through the Ages. Pp. xxi, 799. New 
York: Prentice-Hall, Inc., 1940. School 
Ed. $4.50; Trade Ed. $6.00. 

UNITED STATES DEPARTMENT OF STATE. 
Preliminary Survey of Inter-American 
Cultural Activities in the United States. 
Pp. iv, 159. Washington, 1939. 

List of Persons Compiled in Con- 
nection with the Conferences on Inter- 
American Relations in the Fields of Art, 
Music, Education, and Publication and 
Libraries. Pp. 111. Washington, 1940. 

UNITED STATES STEEL CORPORATION. T. 
C. E. C. Papers, Vol. I, pp. 411, Eco- 
nomic and Related Studies; Vol. II, pp. 
191, Chart Studies; Vol. III, pp 101, 
The Basing Point Methods. New York, 
1940. 

Van Porex, Herman. Economic Engi- 
neering. Pp. 55. Boston: Christopher 
Publishing House, 1940. $1.25. 

WALLER, WILLARD. Wer and the Family. 
Pp. 51. New York: The Dryden Press, 
1940. 50¢. 

Witcox, Jerome K. (Ed). Manual on 
the Use of State Publications. Pp. x, 
342. Chicago. American Library Asso- 
ciation, 1940, $6.00, 

Writs, Lest. Library Classification 
and Sample Bibliography of Traffic En- 
gineertng Materials. Pp. 58. New Ha- 
ven: Bureau of Street Traffic Research, 
Yale University, 1940. $1.00. 

Work Projects ADMINISTRATION. Survey 
of American Listed Corporations. Vol. 
I, pp. 291; Vol. I, pp. 375. New York, 
1940. 

Works PROGRESS ADMINISTRATION. Index 
of Research Projects. Vol. III, pp. vi, 
243. Washington, 1939. 





INDEX 


American solidarity 
application of, 131, 135-136 
basic principles of, 135 
continental defense, 141-142 
depth of, 143-144 
importance of, 131 
re European colonies in Western Hemi- 
sphere, 47-48 
AMERICA’S CONTRIBUTION TO AN ENDURING 
Peace, Norman Thomas, 43-49 
Armament hmitation, 22-23, 112 
Armistice, see Peace settlement of 1919 
Avila Camacho, Manuel, 32 


Balance of power 
as created by the present European war, 
37-78 
must be sufficient to insure order, 75 
necessity for, 80, 94-95 
possible organizational forms of, 76-77 
resides in Western Hemisphere, 138 
Beck, Jozef, 83 
BeneS, Eduard, 83 
Beveridge, William, 53, 54 
Birth rates: decline of, among higher social 
classes, 14, 15 
Bismerck, Otto von, 7, 9, 110 
Blaine, James G, 130, 133 
Bolívar, Simén, 130, 133, 137, 139 
Bonn, M. J, The Structure of Society and 
Peace, 7-13 
Boycotts, see Sanctions 
Briand, Aristide, 84 
BUNGE, ALEJANDRO E., The Foundations of 
Peace, 14-18 


Cardenas, Lazaro, 32 

Casser, Gustav, Reflections on Postwar Re- 
construction, 24-27 

Castru, W. R., Neutrality in the Chinese- 
Japanese War, 119-126 

Crear, isr Viscount oF CHELWwoop, Peace 
through International Co-operation, 57- 
55 

Chamberlain, Neville, 73, 74, 93 

Chiang Kai-shek, 100, 122, 125 

Childs, Marquis W , cited, 29 

China 

aided by Soviet Russia, 100, 122 
should have complete independence, 105, 

116, 118 

Clark, Grenville, 54, 55 

Claso of lfe ideals, see Opposing ideologies 

Clausewitz, Karl von, 20 

Clemenceau, Georges, 4 

Cobden, Richard, 9, 12 

Collective security a dangerous theory, 92—93 


191 


Collectivism, nature of, 10-11 
Colonial possessions do not provide needed 
raw materials, 26 
Communications 
cultural interchange between nations, 37-38 
freedom of, as hindering peace, 89 
freedom of, necessary to peace, 15-16, 26-27 
freedom of, prior to 1914, 17 
international organizations governing, 36 
See also Press, the 
Communism in relation to peace, 11-12 
Continental solidarity, see American solidarity 
Co-operatives, proposed for Mexico, 34 
Craigie, Robert, 115 
Cultural characteristics 
of Latin Americans, 129 
of Soviet Russian population, 30-31 
Curtis, Lionel, 51, 52 


Daladier, Edouard, 74, 93 

Dávna, Carros, Peace Among Equals, 139- 
144 

Davis, Dwight F., 39 

eee program of United States, weakness 
of, 49 

Dzsīons ror A Wortp Oper, Ralph W. Page, 
50-56 

Diet in Mexico, proposed improvement of, 34 

Distribution of world resources, 25-26 

See also National self-suffiaency 

Duccan, Sternen, The New Orientation of 
the Western Hemisphere, 127-132 

Dulles, Foster Rhea, 107 

Dulles, John Foster, quoted, 50 


EAGLETON, CLYDE, Peace Means More than 
Political Adjustment, 35-42 
Economic sanctions, see Sanctions 
Economic self-sufficiency, see National self- 
sufficiency 
Exnaupt, Luici, The Nature of a World Peace, 
66-67 
Embargo, see Sanctions 
European war (1940) 
against United States participation in, 44~ 
45, 48-49 
conditions at end of, 70 
costs of, 68-69 
negotiated peace considered, 43, 48 
prospects of victory in, 77-78, 82, 88 
purpose of Allies, 57 
purpose of France, 88 
represents a clash of life ideals, 58-59, 66, 
107-108 
United States attitude toward, 73-74, 81, 
98-99 


192 


Far East 
danger of British-Japanese agreement, 115— 
116 
ending turmoil in, 116 
program for peace in, 111-114, 116-118 
United States policy in, 98-126 
See also Sino-Japanese war 
Far EASTERN AD-USTIMENTS AND THE UNITED 
States, Philip C. Jessup, 107-114 
Federation of nations ; 
a European corfederation, 64-65, 66, 83-84, 
87 
as a means to peace, 40-42, 65 
necessity for, 50 
organizetions planning for, 51 
specific plans for, 51-56, 64 
suggested principles of, 41 
unlikely to be achieved, 45, 99, 113 
See alse American solidarity; International 
coalition; League of Nations; National 
sovereignty; “Union Now” 
Fichte, J. G., 7 
Foster, John W., 80 
Fovunpations or A Durasre Peace, Luigi Vil- 
lari, 89-97 
FounpatTions oF Pract, Tue, Alejandro E. 
Bunge, 14-18 
France AND A Durante Peace, Pierre de 
Lanux, 82-88 ` 
Free trade 
as a condition of peace, 9, 96-97 
not accepted by nations, 9-10 


Gamo, Manver, War and the Acculturation 
. of the Masses, 28-34 
George IIT of England, 59 
Gladstone, William E., 9 
Gold 
for international payments, 27 
United States supply of, 70, 71 
Venezuela the only country on gold stand- 
ard, 69 
Good Neighbor Pclicy, 127, 134 
a good business policy, 143 
difficulties affecting, 129 
Government by consent, repudiation of, 1—2 
Government control increased by war, 24, 38- 
39, 69-70 


Hamilton, Alexander, 50 

Hay, Jobn, quoted, 80-81 

Herriot, Edouard, 86 

Hitler, Adolf, 36, 43, 44, 46, 47, 58, 86, 87, 91, 
94, 99. 130 

Hobbes, Thomas, 75 

Holmes, Oliver Wendell, 74 

Hopkins, Harry L., 16 

House, Edward M, 19 

Hughes, Charles Evans, 127 


INDEX 


Hull, Cordell, 47, 111, 127, 130, 134 


Immigration: United States should relax laws 
regarding, 112 
See also Migration 
Imperialism, nature of, 45-46 
Impermanence of totalitarianism, 82, 108 
Inter-American conferences 
attended by Secretaries of State, 114 
results of, 130-131 
subjects of, 136-137 
Inter-American economic relations, 136, 142~ 
143 
Interdependence of nations, 36 
as a condition of peace, 9, 26 
as affecting farmers, 37 
as affecting labor, 37 
See also Communications; National self- 
sufficiency 
International coalition 
Franco-British leadership in, 85 
Germany’s place in, 84, 87-88 
incentives for permanency of, 79-80 
in the Pacific, 113 ~ g 
in Western Hemisphere, 138 
necessity for, 38 
probable disintegration of, 78-79 
suggested features of, 71 
See also American solidarity; Federation of 
nations; League of Nations; National 
sovereignty; “Union Now” 
International investments: United States in 
Latin America, 143 
INTERNATIONAL ORGANIZATION, James T. Shot- 
well, 19-23 
International trade 
freedom of, necessary to peace, 26-27, 96-97 
Mexico with Japan, in petroleum, 102-103 
United States with Japan, in war materials, 
101-102 
See also Free trade; Interdependence of na- 
tions; National self-sufficiency; Trade 
agreements 
Interstate commerce, barriers to, 16 
Isolation 
dangerous, 74 
impracticable, 60-61 
See also American solidarity; Federation of 
nations; Interdependence of nations; In- 
ternational coalition; “Union Now” 
Italo-Ethiopian War, a colonial enterprise, 92 


Japan 
progressiveness of, 123 
war resources of, 101-103 7 
See also Far East; Sino-Japanese war 
Jessup, Pamir C., Far Eastern Adjustments 
and the United States, 107-114 
Johnson, Samuel, 90 


INDEX 


Justinian, 22 
Kellogg, Frank B., 141 


Labor as affected by interdependence of na- 
tions, 37 
Lanux, PIERRE pe, France and a Durable 
Peace, 82-88 
League of Nations 
failure and success of, 57, 63-64, 85-86 
intervention of, in Italo-Ethioplan War, 92 
national attitudes toward, 91 
national sovereignty as causing its failures, 
63 
required resistance to aggression, 60-61 
Lenin, Nikolay, 9, 12 
Liberty, see Government control 
Living standards, see Standards of living 
Ludendorff, E., 7 


McCormick, Anne O’Hare, quoted, 108 
MacDonald, J. Ramsay, 86 
Migration, freedom of, 26 
See also Immigration 
Millis, Walter, 40 
Milner (Lord), 62 
Minorities, treatment of, to avoid war, 91-92 
Monetary system, see Gold 
Monroe Doctrine, Latin American attitude to- 
ward, 127 
Mussolini, Benito, 93, 94, 99 


Nansen, Fridtjof, 63 
National self-sufficiency 
arguments for, 95-96 
as a war measure, 7 
condemned, 95 
tends toward war, 8-9, 21, 26 
See also Interdependence of nations 
National sovereignty 
as an enemy to international co-operation, 
62-63 
must be relinquished, 40-41, 50, 66-67 
of small units, undesirable, 93-94 
unwillingness to relinquish, 45, 62-63 
See also Federation of nations; “Union 
Now” 
Nature or A Wortp Peace, Tux, Luigi Ei- 
naudi, 66-67 
NEUTRALITY IN THE CHINESE-JAPANESE WAR, 
W. R. Castle, 119-126 
New ORIENTATION of THE WESTERN HEMI- 
SPHERE, THE, Stephen Duggan, 127—132 
Nye, Gerald P., 40 


Open door policy probably ended, 105 
Opposmg ideologies represented in present 
wars, 58-59, 66, 107-108 


Pacifist position, 59-60 


193 


Pace, Raru W., Designs for a World Order, 
50-56 
Pan-Americanism, beginning and growth of, 
130, 133 
PATTERSON, GEORGE Stuart, A Peace and 
Sound Economics, 68-72 
Peace 
a peace offensive suggested, 18 
among American nations 
juridical structure for, 139-140 
protection of, 140-142 
will to, 140 
conditions for 
correct treatment of minorities, 91-92 
freedom of communications, 15-16, 26-27 
friendly attitude toward foreign ideolo- 
gies, 90-91 
justice, 21-22 
noninterference with internal policies, 89- 
90 
nonintervention in conflicts, 92-93 
public diplomacy, 20-21 
support of international institutions, 22- 
23 
depends upon surrender of national sov- 
ereignty, 50 
disarmament necessary for, 47 
economic steps toward, 12 
enforcement of, 4-6, 74-77, 80, 82, 83, 140- 
142 
is indivisible, 15, 61 
negotiated, desirability of, 43, 48 
planning for, 19-20, 51 
See also War 
Peace Amone Equatrs, Carlos Davila, 139-144 
Prace AND Sound Economics, A, George Stu- 
art Patterson, 68-72 
Peace AUDIT or THE Amenicas, A, Josephine 
Schain, 133-138 
Prace Means More THAN POLITICAL ADJUST- 
MENT, Clyde Eagleton, 35-42 
Peace plans 
American program, 48 
program for Far Eastern peace, 111-114, 
116-118 
suggested provisions of coming European 
peace treaty, 70-71 
unification of Europe as an empire or fed- 
eration, 66 
See also American solidarity; Federation of 
nations; International coalition; “Union 
Now” 
Peace settlement of 1919 
basic principles of, 2-3 
dominated by American ideals, 2-3 
failure of, because unenforced, 4—6, 84-85 
justice of, 3-5, 57, 84 
present American attitude toward, 2 
PEACE THROUGH INTERNATIONAL CO-OPERATION, 
Viscount Cecil of Chelwood, 57-65 


194 


PEFFER, NATHANIEL, Positive American Ac- 
tion in the Far East, 115-118 
Philippines, neutralization of, 112-113 
POLICY oF THE UNITED STATES IN THE FAR 
East, Tse, Elizabeth Boody Schumpeter, 
98-106 
Population 
heterogeneous in Latin America, 31 
heterogeneous in Soviet Russia, 30-31 
homogeneous ın Scandinavian countries, 29 
POSITIVE AMERICAN ACTION IN THE Far EAST, 
Nathaniel Peffer, 115-118 
Press, the, shouid not campaign against in- 
ternal policies of foreign countries, 89 
Production, see World production 


Races 
included in Soviet Russia, 30 
racial backgrounds of Germans, 87-88 
Rarrard, Wirra E., Why Peace Failed, 1-6 
Reciprocal trade agreements, see Trade agree~ 
ments 
REFLECTIONS ON Posrwar RECONSTRUCTION, 
Gustav Cassel, 24-27 
Roosevelt, Franklin D., 125, 127, 130, 134 
Root, Elihu, 114, 134, 137 


Sanctions 
boycotts, inimical to peace, 89 
embargo against Japan 
as affecting Europe, 124 
ineffective, 1027, 121-122 
might lead to war, 123-124 
nonrecognition, 104, 111, 125-126 
SCHAIN, Josepnine, A Peace Audit of the 
Americas, 133-138 
Schools in Mexico, 33 
SCHUMAN, FREDERICK L., War, Peace, and the 
Balance of Power, 73-81 
cited, 46 
SCHUMPETER, ELIZABETH Boopy, The Policy 
of the United States in the Far East, 98- 
106 
Security zone around the Western Hemisphere, 
131-132 
SHOTWELL, James T., International Organiza- 
tion, 19-23 
Sino-Japaneze war 
against United States intervention in, 119- 
126 
consequences of possible Japanese victory, 
117-118 
position of Japan regarding, 105-106 
position oł Western powers regarding, 105, 
109 
possible settlements of, 105, 109-111 
possible United States policies toward, 100~ 
101, 109-111, 115-118 
status of, 99-100 


INDEX 


United States responsibility regarding, 104, 
106 x 
See also Peace plans 
Six-Year Plan, Second, proposed for Mexico, 
32-34 
Spanish Civil War prolonged by intervention, 
93 
Stalin, Joseph, 9, 12, 44, 46, 76, 100 
Standards of living 
efforts to improve 
in Merico, 32-34 
in Scandinavian countries, 29 
in Soviet Russia, 29-30 
wide variations in, 28 
Stimson, Henry L., 107, 111, 134 
Streit, Clarence K., 46, 54, 55, 62, 63, 77, 87 
Stresemann, Gustav, 84 
STRUCTURE oF SocIETY AND Prace, THE, M. J. 
Bonn, 7-13 


Tardieu, André, 4 
quoted, 5 ` 
Temperley, Harold, 4 
Tennyson, Alfred, 63 
Taomas, Norman, America’s Contribution to 
an Enduring Peace, 43-49 
Totalitarianism, impermanence of, 82, 108 
Trade agreements with Argentina and Uru- 
guay, proposed, 128-129 
Trade restrictions, dangers of, 96-97 
See also Sanctions—embargo 
Trotsky, Leon, 76 


Unemployment resulting from war, 70 
“Union Now” 
outline of, 54—55 
- unacceptable to the nations, 62, 87 
undesirabihty of, 46, 95 
See also American solidarity; Federation of 
nations; International coalition 
United States domination of Western Hemi- 
sphere, 134 
United States’ interest in Europe and Asia, 
71-72, 107 


van Zeeland, Paul, 26 

Villard, Oswald, 49 

VILAR, Luicrt, Foundations of a Durable 
Peace, 89-97 


Wang Ching-wei, 100, 125 
War 
a matter of world-wide concern, 15, 61, 138 
as a national purpose, 7 
as affecting neutrals, 39, 69 
as including civilian life, 15, 38 
as increasing government control, 24, 38-39, 
69-70 
caused by advantage to the aggressors, 82 
caused by anarchy, 75 


INDEX 


caused by disparity of living conditions, 28 
costs of, 29 
functions of, 40 
menace of aggression, 58-59 
reasons for, 98 
spread by intervention, 92—93 
See also European war (1940); Italo-Ethi- 
opian War; Peace; Sino-Japanese war; 
Spanish Civil War; World War (1914) 
War AND THE ACCULTURATION OF THE MASSES, 
Manuel Gamio, 28-34 
War, PEACE, AND THE BALANCE OF POWER, 
Frederick L. Schuman, 73-81 
Washington, George, 35, 36 
Welles, Sumner, 26 
Whitaker, Arthur P., 28 
Way Prace Fanen, William E. Rappard, 1-6 


195 


William TI of Germany, 91 
Williams, John Fischer, 53 
Wilson, Woodrow, 1, 2, 3, 4, 19, 63 
quoted, 5 
World changes, 35-36 
World federation, see American solidarity; 
Federation of nations; International co- 
alition; “Union Now” 
World production 
and consumption, 28 
of gold, increased in last ten years, 70 
progress in, 24 
World War (1914) 
revealed Great Britam’s vulnerability, 60 
United States participation in 
as changing its character, 2 
motive for, 2 


VOLUME 211 SEPTEMBER, 1940 


THE ANNALS 


of The American Academy of Political 
and Social Science 


Tuorsten SELLIN, Editor 


Donatp Young, Associate Editor 





OUR FOREIGN COMMERCE 
IN PEACE AND WAR 


Edited by 
ROLAND L. KRAMER, Ph.D. 
Professor of Commerce and Transportation 
University of Pennsylvania 
Secretary, Foreign Traders Association of Philadelphia, Inc. 


Copyright, 1940, by 
TEE AMERICAN ACADEMY OF POLITICAL AND SOCIAL SCIENCE 
All rights reserved 


PHILADELPHIA 
1940 


CONTENTS vs & 

/ ve ER PAGE 

FRONTISPIECE ....... be OEE Bae E E E E E dting title page 
FOREWORD s creca moea a a a E E E E E E E E Me’ beat ee ix 

BASES OF UNITED STATES FOREIGN TRADE 

Trenps IN Unrrep States Forricn TRADE... .....-+, Roland L. Kramer 3 
America’s INTERNATIONAL ACCOUNTS... 2... ee ee Amos E. Taylor 9 
FOREIGN EXCHANGE AND GOLD POLICES ........2...2000- John Donaldson 18 
THE AMERICAN Farmer LOOKS ABROAD... . 1-1-2 eee eee L. A. Wheeler 27 
Export-Import BANK OPERATIONS... oo 1. es eee te ee ee Warren L. Pierson 35 
BULDING AN ÅMERICAN MERCHANT MARINE... 1 1 ee eee Emory S. Land 41 


FOREIGN TRADE UNDER THE RECIPROCAL TRADE 
AGREEMENTS PROGRAM 


AMERICAN Trape Faces BARRIERS ABROAD... ... 2.52 os Perry J. Stevenson 51 
RECIPROCAL AGREEMENTS FOR TRADE EXPANSION. ........-.- Herry F. Grady 58 
FUNDAMENTAL ASPECTS OF THE TRADE AGREEMENTS ProGRAM..... Henry J. Tasca 65 
Has THE TRADE AGREEMENTS Procram SUCCEEDED? ....... Eugene P. Thomas 72 
Lowermne Our Tarr Watts py TRADE AGREEMENTS ..... Raymond B. Stevens 76 
Forzicn Trape BLOCS . 0. 1 ee ee ee ee ee ee Ethel B. Dietrich 85 


BELLIGERENCY AND UNITED STATES FOREIGN TRADE 


Tue Neurraniry Act or 1939........ Be eee Ba . . . Guerra Everett 95 
NEUTRALITY RESTRICTS THE AMERICAN Mercuant Manne... . Harold J. Harding 102 
War STRIKES AMERICAN FOREIGN TRADE... 1... ee ee ee Edward J. Noble 111 
‘TRADE WITH THE BELLIGERENTS . . s.o 1 ee et Franklin Johnston 117 
AMERICAN TRADE AND JAPANESE AGGRESSION. 2... 0 1 ee ee ee ee T. A. Bisson 123 
FUTURE OF THE CHINA TRADE... 1... eee ee eee Wiliam W. Lockwood 130 
FUTURE OF AMERICAN TRADE WITH MANCHUKUO bre Cay aldai a a A Roy H. Akagi 138 


Economic DIVERSIFICATION IN LATIN ÂMERICA . s.an’ Frank E. Williams 147 
LATIN American FOREIGN TRADE CHARACTERISTICS... ......-4 Tames S. Carson 155 
COMPETING FOR LATIN Amertcan MARKETS ........ . . . Lew B Clark 164 
Our LATIN ÅMERICAN Traps Faces FINANCIAL DIFFICULTIES ...... W. T. Moran 173 
CULTURAL RELATIONS WITH LATIN AMERICA. ......0.. Samuel Guy Inman 180 
Economic DEFENSE or THE AMERICAS. .......-26: William S. Culbertson 186 


BOOK DEPARTMENT 
ALLEN, G. C. Japanese Industry: Its Recent Development and Present Condition. 
. 2 


F. Michael AE E E O T E E E E E E EEEE 
Bartow, IMA CHRISTINA. The Agadir Crisis. Oscar G. Darlington .............. .. 199 
Ber, SPURGEON. Productivity, Wages and National Income. Bruce W. Knight . .... 226 
Berxson, I. B. Preface to an Educational Philosophy. Harold Benjamin ... ........ 237 
Bincuam, Atyrep M. The United States of Europe. Boris Erich Nelson ............ 204 
Brisson, T. A. American Policy in the Far East: 1931-1940. F. Michael .  ...... 209 


Vv 


vi 


CONTENTS 

PAGE 
Broca, Kurr. German Interests and Policies in the Far East, F. Michael .......... 209 
Boccs, S. Warrremore. International Boundaries. Winchester H. Heicher ......... . 205 
Boveri, MarcreT, Minaret and Pipe-Line. Philip Willard Ireland ................0 205 
Brooxs, Ropert R, R. As Steel Goes,... Colston E. Warne ......... cc cece eee ee 232 
Buett, RaymMonp Leste. Isolated America. Johannes Mattern ...........c00eeeee . 197 
Canram, Haprey. The Invasion from Mars. Clifford Kirkpatrick ................05 241 
CATLIN, GEORGE. Anglo-Saxony and Its Tradition. Charles Callan Tansill .......... 203 
CHAMBERLAIN, JONN. The American Stakes. J. H. Landman ..............s0ceeue . 212 
Cuitps, Harwoop L. An Introduction to Public Opinion. W. C. Clark ........... . 217 


Cooxz, Morris L., and Pam Murray. Organised Labor and Production. F. J. 
Roethlisberger’ ....5ccc sense sawaw eiaa 9a ES oe GAG 4 Te Wea albe tas AL EEEE 230 


COTTRELL, W. Fren. The Railroader. Nels Anderson ..........ccccee eens ceneeces . 235 
Dawes, CHARLES G. Journal as Ambassador to Great Britain. Charles Callan Tansil] 218 


Fartey, Mmm S. The Problem of Japanese Trade Expansion in the Post-War Situ- 
alon: F- Michael osred esa5 ord tial’ 24 6 5 O86 Gin a NEEE EES aS SSN EVR EES 209 


Fer, Hstao-tunc. Peasant Life in China. Maurice T. Price ...........ceeeeceeeeees 212 
FLETCHER, F. T. H. Montesquieu and English Politics 1750-1800. Ray F. Harvey .. 236 
GasrreL, Rarau H. The Course of American Democratic Thought. Benjamin F, 


Wight fis chore eae eee ila lalate wsdeb esecves w'p.bis Sins erase Adie Sidra ele CEREA La Ta sales we Balers 213 
Gatenson, Water. Rival Unionism in the United States. J. Raymond Walsh ...... 231 
Geiss, Joan. Man and the Western World. J. H. Landman .............0ceee eee 222 


GLUECK, SHELDON and ExEanor. Juvenile Delinquents Grown Up. Elio D. Monachesi 238 


Gresrer, Leo, and Wiserm Winxter. The Cost of the World War to Germany and 
to Austria-Hungary. Robert A. Brady ......... sc cc cece ec te cere en eee erenennene k 


Hamatton, Gordon. Theory and Practice of Social Case Work. Frank J. Bruno .... ` 240 
Hansen, Marcus Lex. The Mingling of the Conadian and American Peoples, Vol. I: 


Historical, Frank Lorimer .........ecsosssssooscsepoosoarescecanoossesaserosee 220 
Haxrmann. G. W., and Taroporne Newcome (Eds.). Industrial Conflict: A Psycho- 

logical Interpretation. Gordon S. Watkins .......s.sesserreseresorersreersesreo . 233 
HisHmA, SEIJI. Japen Among the Great Powers, Owen Lattimore .......ssssssese .. 210 
Hucues, Heren MacGur. News and the Human Interest Story Malcolm M. Willey 242 
HUNTER, ROBERT. Revolution—Why, How, When? Lyford P, Edwards ...........- 207 
INTERNATIONAL LABOUR Orrice. Employment, Wages and International Trade. John 

Donaldson (2si0< rath sco eree END EISER bse wave wie oars a DA cles Sia mae ew ware ere 227 
Jaceson, PerecivaL E Look at the Law. William E. Mikell ...........-. esses eee ees 242 
Kemmerer, Epwin Warrer, Inflation and Revolution. F. Cyril James .........-.-+5 229 
Keynes, Jom Maynarp. How to Pay for the War. Fred Rogers Fairchild ........ 200 
Kocx, M. F pe. Central Banking. F. Cyril James ....... 0c cece cree e cece nee eens 227 
LARKIN, Joun Day. Trade Agreements. John Parke Young .............0eseeeeeees 222 
McDermott, Joas Francis (Ed.). Tixier’s Travels on the Osage Prairies. Lloyd HE. 

Fisher 0.00. ceccc ccc ani i cece cece een e seme wesc en eee en esmeee rene sees eats ne eee 224 
Meavg, J. E. The Economic Basis of a Durable Peace. Ernest Minor Patterson ...... 202 
Merv, Bruce L. Youth—Millions Too Many? Pauline V. Young ........0+-+-0e+ 238 
Miner, law F. G. New Zealand’s Interests and Policies in the Far East. F. Michael 209 
Mousey, Epwarp. Man or Leviathan? Clyde Eagleton .......2---. ceo seeeeees .. 202 
Norman, E. HERBERT. Japans Emergence as a Modern State. Owen Lattimore .... 210 
Occ, FREDERIC A. and P. Orxan Ray. Essentials of American Government. David 

Fellman n. cc cc ccc cece cece cece ccc cece et ence cen eect eee neennncereteserreeen sees 215 
Procunow, Herpert V., and Roy A. Foutxe. Practical Bank Credit. F. Cyril James 228 
Ram, V. Sava. The State in Relation to Labour in India. Eric Beecroft .........+6+ 230 
Sarr, Epwarp McCuesney. American Parties and Elections. Peter H. Odegard ...... 216 
Smarr, WALTER R. and Grayson Kirk. Contemporary International Politics. Frank 

M. Russell 2... ccc cece ccc cece cee eee cece eee n ener e nena re seeees suena nneececens . 199 


SuepHerp, Jacx. Australia’s Interests and Policies in the Far East. F. Michael ...... 209 


CONTENTS vii 


PACE 
Sworn, Caartes Epwarp, and Lynn M. Case. A Short History of Western Civiliza- 
Hon: JH. Landman. o icektiegsnawin ts ob EAE E te seiGs gage doe SEE EA OA 222 
Saar, Samruzt Denny. The Negro in Congress, 1870-1901. George Snowden Sensi 219 
STEIN, EMANUEL, et al. Labor Problems in America. Frederick L. Ryan ............ 233 
STEPHENSON, NATHANIEL WRIGHT, and Warno Hmary Dunn. George Washington. 2 
vols. Merrill, Jensen i565 sage as atere.ieied cle eins woe Sas EE SA EE ENOS aCe 224 
Stoxes, Miton Lonspare. The Development and Present Position of Centra! Banking 
in Canada. Arthur R. Upgren ......... cece ccc c cece cece cece een e ens rooasses 228 
Street, ELWOOD. The Public Welfare Administrator. Harvey Pinney ..... ........ 239 
Taytor, Epmonp. The Strategy of Terror. Joseph S. Roucek ........... cece ee ences 198 
Tretoar, Aran E. Elements of Statistical Reasoning. Frederick F. Stephan ......... 243 
Wane, Mason. Margaret Fuller. Alphonse B. Miller ............ 0c ceee cena soreo 236 
WAMBAUCH, SARAH. The Saar Plebiscite. John I. Knudson .........ceceeeeneceaees 206 
Watts, ArtHuR P. A History of Western Civilization, Vol. Il: From the Reformation 
to the Present. Vernon J. Puryear .....cccccccescccccseseceueceucensscnesnsace 223 
WESTMEYER, RUSSELL E. Modern Economic and Social Systems. Chester C. Maxey .. 214 
Warraxer, Eomund. A History of Economic Ideas. S. H. Patterson .............- 225 


Wittoucusy, Wester W. Japan’s Case Examined. Harley Farnsworth MacNair .... 208 
WRIGHT, Quincy. The Existing Legal Situation as It Relates to the Conflict in the Far 


Hash By Michael =i. 6a vance cease ce dee eo ines side eo a E TARAS 2 
ZisKinp, Davi. One Thousand Strikes of Government Employees. H. F Alderfer .. 234 
INDEX paia a Bie ah teste Sel wala Si a Sete EERE m aaia DAT 


The articles appearing in THE ANNALS are 
indexed in the Readers Guide to Periodical 
Literature and the Industrial Arts Index. 


MATERIAL IN PREVIOUS ISSUES OF THE ANNALS RELATED TO TOPICS 
DISCUSSED IN THIS ISSUE 


VOLUMES 
Tariff Problems—American and British . January 1904 
Tariffs, Reciprocity and Foreign Trade . May 1907 
Tariff Revision . September 1908 
Government Regulation of Water Transportation ; September 1914 
America’s Changing Investment Market November 1916 
International Economics ; May 1919 
International Trade Situation March 1921 
Markets of the United States September 1926 
Tariff Problems of the United States January 1929 
SECTIONS 
Commercial Relations of the United States with Latin 
America : Ge age Rt iets -. . July 1903, pp. 151-187 
Foreign Trade . 2. sees May 1915, pp. 291-332 
America’s International Trade as ; Affected by the Euro- 
pean War July 1915, pp. 1-57 
Relations of the United States with Central and South 
America as Affected by the European War . July 1915, pp. 58-103 


Stability and Development in America’s International 
SETAE. a E EE Stain. bale Peek OY wenn Eg ee September 1915, pp. 51-85 


Foreign Trade and Business Revival 
The Tariff Policy of the United States as Affecting Our 

Relations with Europe, Latin America and Canada ... 
Commercial Policies and Tariffs 


A Modern Tariff Policy . 
Gold: A World Problem . igus 


es 


Some Aspects of International Economic Questions 


Foreign Trade 
Trade Barners 


Present Condition of Interna- 
tional Trade .. 
South America—Our Manufac- 
turers’ Greatest Opportunity 
Government Assistance to Ex- 
port Trade . 
Financing Our Foreign Trade : 
The Extension of American 
Banking in Foreign Coun- 
tries 
Shipping Facilities between the 
United States and South 
America 
Readjustment of American In- 
dustries through the Devel- 
opment of Foreign Trade 
Some Thoughts on Our’ Ship- 
ping Policy .... . 
Europe and the Development 
of American Foreign Trade 
European Agriculture and the 
American Export Trade in 
Food Products 


The Farmers’ Foreign Market . 


The American Farmer and the 
Tariff . 

Recent Trends in , Export Trade 
in Agricultural Products 

Trends in Agricultural Exports 

Teriff Handicaps 

A Foreign Policy for the Amer- 
ican Farmer. . . 


World Peace and the Rivalry 


of Merchant Marines 
The United States Shipping In- 
dustry .. ... 
Recovery of American Foreign 
Trade . 


Exit American Oriental Trade z 


Trading with Dictators 
Incer-American Trade Prob- 
lems : 


..G, B. Roorbach 


i 


John J. Macfarlane .. 
John Barrett 


. C. S. Donaldson .... 


Frederick I. Kent .... 


.. Samuel McRoberis .. 


William E. Humphrey 


.. Walter F. Wyman 


Bainbridge Colby .. . 


.. Alfred Pearce Dennis 
. Robert J. McFall 


.. Charles W. Holman 


... Roland L. Kramer ... 
Clayton D. Carus .... 
Percy W. Bidwell .... 


.. Eugene P. Thomas .. 


sas 


November 
November 
November 
November 
November 


September 


March 


. March 


July 


. -July 
. January 


January 


. Merch 


March 
March 


. March 


July 
September 


September 
September 


July 
July 


1921, pp. 
1929, pp. 
1930, pp. 
1931, pp. 
1933, pp. 
1933, pp. 
1936, pp. 
1938, pp. 


1909, pp. 
1909, pp. 
1909, pp. 
1910, pp. 
1910, pp. 


1911, pp. 


1919, pp. 
1919, pp. 
1922, pp. 
1924, pp. 
1925, pp. 
1925, pp. 
1929, pp. 
1929, pp. 
1929, pp. 
1929, pp. 
1930, pp. 
1937, pp. 
1937, pp. 
1937, pp. 
1939, pp. 


1939, pp. 


1~27 


63-84 
117-161 
84-109 
171-227 
143-169 
169-193 
22-52 


7-18 
82-93 


117-124 
14-23 


24-32 


303-319 


19-29 
338-341 
64-71 
110-114 
129-155 
166-176 
77-79 
80-88 
89--96 
352-357 
33-39 
88-98 
99-109 
140-144 
59-65 


147-154 


FOREWORD 


ForrEIcN commerce is seemingly possessed of the asserted traditional fickleness 
of the female—we cannot get along with it and we cannot get along without it. 

For a nation to engage in foreign trade, it must be prepared to buy as well as 
to sell. All shades of opinion agree that selling is beneficial—jobs are created at 
home and our country collects the “cash,” whatever that may be. But that is the 
rub! To maintain these beneficial sales, we must be willing to provide a means 
whereby foreign purchasers may possess the “cash” with which to pay their bills 
to us. The most common means of providing this purchasing power, and a means 
that has been employed for thousands of years, is to purchase the products of other 
countries. That means importing foreign merchandise. Immediately, in this 
country, a sixth intuitional sense revolts at this prospect. Sell our goods, yes; buy 
the goods of foreigners, horrors! On the other hand, we cannot get along without 
foreign trade. Not only would we losé the sales and the jobs that such sales pro- 
vide, but we would also miss the rubber, the silk, the sugar, the coffee, the tin, and 
other articles that our importing provides. 

The only alternative for the conduct of foreign trade is a policy of outright 
national self-sufficiency. Every generation produces its exponents of this doctrine. 
In order to present a well-rounded volume, an article on this subject was originally 
planned. Each known self-sufficiency exponent, in turn, was invited to contribute 
this treatise. One after another refused the invitation. Indeed, the most prolific 
writer on this topic, one who has gained a national reputation as an arch self- 
sufficiency protagonist, not only begged off, but denied the allegation! Is wisdom 
justified oi her children? 

The present volume examines the current models for providing the quid pro quo 
for the maintenance of export trade. The United Kingdom considers foreign trade 
her life line. Germany wailed a few years ago that she must export or die. Japan 
extends “benevolent” protection to China to assure economic security. The Unitec 
States enacts a Reciprocal Trade Agreements Act for the purpose of restoring em- 
ployment, reviving world markets, and hastening the return of prosperity. In 
order, therefore, to continue the flow of exports to world markets, nations have ex- 
hausted the devices whereby foreigners could be assisted and induced to buy their 
goods. Beyond the pale of “normal” import trade that itself would support a 
substantial volume of foreign sales, nations have negotiated, cajoled, threatened. 
Current models of foreign trade promotion run the gamut of open trade agreements 
with reciprocal advantages, to trade channelizing and juggling arrangements, and 
finally to military invasion and conquest. 

Behind this formidable array of governmental foreign trade devices, the inci- 
’ vidual foreign trader frantically plies his trade. He travels, he sends letters and 
cables, he advertises, he dispatches salesmen and appoints foreign distributors, he 
packs and ships, he arranges financing. But in so doing he may be only beating 
the wind if foreign governments have taxed his wares beyond endurance or have 
decreed a limit on the extent of his sales or have established arrangements with 
other foreign competitors that annihilate his trade or have erected financial barriers 
rendering it impossible to sell at competitive prices or even to obtain his funds at 
all. It is not untrue to say that today the conduct of foreign trade is not only a 
question of the foreign trade organization of the individual exporter and importer; 
it is also a question of whether or not he is permitted to trade at all. 


ix 
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In the enactment of the contemporary world drama, lightning-like changes 
transpire in both politics and economics. Markets are here today and gone to- 
morrow. The lone foreign trader, left to his own devices, is harassed by every 
conceivable impediment to the conduct of trade. A grim challenge seems to be 
audibly whispered—‘dare to export.” What can he do in face of these policies 
and ambitions of great nations? Time was when the foreign trader conducted his 
affairs much as the corner grocer conducted his. But the multiplicity of restrictions 
and the intrusion of national ambition have vastly complicated his business. Now 
he fights not flesh and blood, but principalities and powers. And to do this his 
own government must come to his rescue, for he is no match for any government. 
Due to these conditions, the role of government in the conduct of foreign commerce 
is far more significant than it was ten years ago. Indeed, governments have in- 
truded to such an extent that it is difficult now to segregate clearly the purely eco- 
nomic from the purely political. While political factors have exerted their influ- 
ence upon foreign commerce in the past, the development now is such that one 
hears of the politico-economic factor. As a basic policy, the United States has 
shunned this admixture; but witness our contemporary Latin American trade pol- 
icy, and even the implementation of our Neutrality Act and its stepchildren. 

In face of the rapid shifts on the world economic front as intensified by the out- 
break and spread of war, the preparation of a volume such as the present proved a 
formidable task. Authors were harassed at every turn by lightning changes; their 
text one day was outmoded the next. In so far as possible, every manuscript has 
been revised up to the date of submission of proof. In spite of this care, statements 
will be found and predictions made that may now read like the prating of an idiot 
or the pronouncement of a prophet. The editor’s deep appreciation is here re- 
corded for the anguish suffered by these willing collaborators. It is fervidly hoped 
that the volume will afford a means of appreciating, if not the value, then the com- 
plexity of foreign commerce today. 

ROLAND L. KRAMER 
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Trends in United States Foreign Trade 


By Roranp L. KRAMER 
Written July 24, 1940 


T THE outset of our intellectual 

excursion in the field of foreign 
commerce, it will prove helpful in chart- 
ing our course to survey briefly the 
fundamental characteristics of the for- 
eign trade of the United States. Such 
a sketchy treatment will indicate the 
stake we have driven into the world’s 
markets—buying and selling—over the 
past four decades. 


EXPANSION OF FoREIGN TRADE 


United States foreign trade shows a 
_ general upward trend. At the turn of 
the present century exports were valued 
at $1,349,483,000, and in 1913 an ad- 
vance of 76 per cent had raised this fig- 
ure to $2,465,884,000. During the 
same period, imports of merchandise 
rose 113 per cent from $849,941,000 to 
$1,813,000,000. The war period of 
1914-18 witnessed a marked expansion 
in both exports and imports, culminat- 
ing on the wave of high prices in 1920 
in an export trade of $8,228,000,000 
and an import trade of $5,278,000,000. 
In terms of dollars these are the highest 
values ever recorded in the history of 
United States foreign trade, but values 
were inflated. Settling down to the 
twenties, our exports ranged generally 
between four billions and five billions, 
reaching $5,241,000,000 in 1929; while 
imports rose from $2,500,000,000 in 
1921 to $4,399,000,000 in 1929. 

The depression witnessed the decline 
in value of foreign trade to $1,611,- 
000,000 of exports and $1,323,000,000 
of imports in 1932. Distressing shrink- 
age in prices accounted for a portion of 
this decline, and the volume of trade 
was better sustained than the value fig- 
ures indicate. From this low point the 
value of exports and imports has in- 


creased almost steadily through 1939, 
when exports were valued at $3,177,- 
000,000 and imports at $2,318,000,000. 
While part of this gain is to be attrib- 
uted to price increase, volume of trade 
has also exhibited marked expansion. 

United States share of world trade 
tends to increase. That the foreign 
trade of the United States has grown 
more rapidly than the average of the 
world as a whole is evident from the 
share of world trade contributed by this 
country. Our exports during 1911-13 
accounted for 12.4 per cent of total 
world export trade, increasing to 15.6 
per cent in 1929. By 1932 this share 
had dropped to 12.2 per cent, and by 
1938 had risen to 13.5 per cent. How- 
ever, our export trade has not shown as 
sturdy recovery to predepression heights 
as is true of the world generally. 

On the import side, the picture is 
somewhat different. With 8.4 per cent 
of world import trade in 1911-13, we 
increased our share to 12.2 per cent in 
1929, and dropped to 9.5 per cent in 
1932 and to 8.0 per cent in 1938. We 
have retained a portion of the gain in 
our share of world exports, but the same 
cannot be stated of our participation in 
world imports. 

Exports have almost consistently rep- 
resented 10 per cent of production of 
exportable merchandise. What share of 
our production finds a world outlet? 
How dependent are we upon export 
markets? Over the past twenty-five 
years we have somewhat increased our 
participation in world export trade, and 
we have little more than held our posi- 
tion in world import trade. As far back 
as 1899, the share of our production of 
exportable goods that was exported was 
estimated to have been 12.8 per cent. 
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In 1904 the ratio had dropped to 11.2 
per cent, and in 1909 to 9.5 per cent. 
In 1914 it stood at 9.7 per cent. In 
1919 the proportion had bounded to 
15.7 per cent. In 1925 the figure was 
10.1 per cent, declining in 1929 to 9.8 
per cent, and to an estimate of 8.0 pe 
cent in 1939. 

If this share should remain at 10 per 
cent for all time, it would be incorrect 
to dismiss foreign trade as an insignifi- 
cant factor in our national economy. 
Even on a basis of a general average 
like this, 10 per cent more or less in 
producticn or in markets may spell the 
difference between profit and loss. 
However, the true economic meaning of 
foreign trade is better revealed by ex- 
amining its importance to several lines 
of activity. 


NECESSITY FOR FOREIGN TRADE 


Exports mean life or death to certain 
economic activities. Examples of the 
importance of foreign markets to a 
number of leading industries of the 
United States are set forth below. These 
ratios are the range in the share of na- 
tional production for each class that, in 
recent years, has been marketed outside 
the United States. 


Commodity Per cent 
Leaf tobacco 29 to 41 
Raw cotton 30 to 65 
Wheat 5 to18 
Apples 3 to 16 
Pears 9 to 18 
Raisins 20 to 35 
Prunes 24 to 56 
Canned fruits for salad 20 to 46 
Rosin 37 to 63 
Crude sulfur 24 to 35 
Phosphate rock 41 to Si 
Turpentine 37 to 50 
Kerosene ll to 36 
Lubricating oil 31 to 35 
Copper 32.7 to 41.6 
Mining machinery, well and 

pumping machinery 12.5 to 23 


Metal working machinery 8 to 22 
Sewing machines 25.4 to 35 
Printing machinery 12 to 38 
Office appliances 15.1 to 30 
Agricultural implements 14.5 to 29.8 
Aircraft 11.6 to 33 


The list could be expanded, but it is 
sufficient to indicate that important 
lines of economic activity—agricultural, 
manufacturing, mining—are dependent 
upon foreign trade for sizable portions 
of their market. In most instances, this 
dependence upon the export market has 
been of long standing; and it is not too 
much to assert that the continued pros- 
perous operation of these lines is predi- 
cated almost entirely upon maintenance 
of the world market. 

Imports are indispensable to our eco- 
nomic life. Many of the leading import 
commodities have long provided the 
very basis for some American industries 
—manufacturing and merchandising. 
Raw silk, crude rubber, newsprint, 
woodpulp, tin, wool, hides and skins, 
copper, tobacco, nickel, burlaps, crude 
petroleum, fertilizer, lumber, and other 
commodities provide the bases for great 
industries. These chief imports of the 
United States have for many years af- 


. forded a sole basis for the operation of 


some industries and have in other in- 
stances supplemented domestic supplies 
inadequate to meet industrial require- 
ments. 

Another group of imports—coffee, 
cane sugar, distilled liquors, fish, ba- 
nanas, cocoa, cattle, tea, and others— 
provide foodstuffs which either are un- 
available at home or are inadequate in 
economic supply; and have established 
the basis for thriving American indus- 
tries, both manufacturing and merchan- 
dising. 

Furs and diamonds are articles repre- 
sentative of a class that for many years 
have been considered to be luxuries. 
Together with all exotic works of art, 
precision, and style, they compose a 
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class of merchandise that a people of 
our high standard of living can afford 
to purchase; and wants are thereby 
satisfied. 

As long as the products of the world 
are unevenly divided among political 
entities and as long as scientists fail to 
discover adequate substitutes, commodi- 
ties of these kinds will flow in Ameri- 
can foreign trade for many years to 
come. 


COMMODITY CHARACTERISTICS 


Agricultural exports have declined; 
manufactures have increased. The most 
significant trend in the commodity char- 
acteristics of our export trade is the 
rapid relative decline of agricultural 
products and the corresponding increase 
in shipments of manufactured goods. 
At the beginning of the present century, 
farms provided 60 per cent of the value 
of commodities moving in United States 
export trade. With the tremendous 
changes unfolding in our economy at 
the beginning of this century, agricul- 
tural products rapidly lost their pre- 
dominant position in the export trade. 
By the period 1911-15, farm products 
composed about 50 per cent of total ex- 
ports. In 1916-20 the share was 42 
per cent, declining in 1929 to 32.8 per 
cent. By 1939 the figure was still fur- 
ther reduced to 21.0 per cent. The 
diminution of our great cereal crops and 
of our meat products in world markets, 
coupled with difficulties faced in the 
continued export of raw cotton, largely 
accounts for the shrinkage of agricul- 
tural products in our export trade. 

Perhaps of equal or greater impor- 
tance is the marked increase in exports 
of manufactured goods. The rapid in- 
dustrial expansion of the United States 
leads inevitably, sooner or later, to out- 
grown domestic markets and a search of 
world horizons. Composing only 35.4 
per cent of total exports in 1900, manu- 
factures, both finished and semifinished, 


rose to 48.8 per cent in 1913; 63.2 per 
cent in 1929; and the unprecedented 
figure of 73.1 per cent in 1939. This 
enormous proportion was divided be- 
tween finished goods 53.4 per cent, and 
semimanufactures 19.7 per cent. 

Leading export manufactures explain 
the importance of that group. Automo- 
biles, aircraft, machinery of all kinds, 
petroleum, iron and steel, textiles, lum- 
ber, canned fruit, wheat flour, paints 
and varnishes—all these and many oth- 
ers have grown in prominence in the 
export trade. Some of these items were 
relatively unknown twenty years ago 
(automobile exports), and aircraft has 
assumed its position as a result of the 
present war. But the world has been’ 
demanding American machinery, ve- 
hicles, and sundry articles bearing the 
stamp of American skill and ingenuity. 
These products have displaced the ce- 
reals and meats that other countries 
have since raised on their own farms 
and ranges. 

Raw materials for industry have led 
all import commodity groups. Partly 
as a corollary of the expansion in manu- 
factured exports, American import trade 
for many decades has been dominated 
by raw materials for industry. With 
only slight variations, this group of im- 
ports has comprised between 32 and 36 
per cent of total imports for the past 
four decades. Also as indicative of our 
industrial expansion, imports of semi- 
manufactured goods have shown an up- 
ward trend from nearly 16 per cent of 
total imports in 1900 to over 21 per 
cent in 1939. 

Imports of finished manufactures 
show a slow downward trend. In 1900 
this class of merchandise comprised 
nearly 24 per cent of total imports; in 
1929 the figure was 22.6 per cent; and 
in 1939 it was 19.3 per cent. In spite 
of our industrial expansion and of our 
tariff walls, the share of manufactured 
goods in our import trade has shown a 
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degree of uniformity. While one is in- 
clined to visualize as typical imported 
manufactures such articles as Irish lin- 
ens, Frerch laces, Swiss watches, Ger- 
man cameras, Japanese ceramics, and 
so forth, the facts show that our leading 
manufactured import commodity for 
years has been standard newsprint pa- 
per. Another large item is burlaps, and 
still another is art works. These prod- 
ucts, together with the flax, cotton, and 
woolen specialties of other countries, 
have long constituted important items 
in the import trade. 

Foodstuffs, both crude and manufac- 
tured, reveal a relative degree of stabil- 
ity over the past four decades. From 
27 per cent of total imports in 1900, 
foodstuffs have ranged around 21 to 30 
per cent, with a general tendency to 
seek the lower figure. 

As regards commodity characteristics, 
the import trade over the years has evi- 
denced greater fixity than is true of the 
export trade. 


Exrort MARKETS 


Europe has declined as a market com- 
pared with non-European areas. While 
American export trade flowed largely to 
Europe in the early days of the Repub- 
lic, this direction gradually changed un- 
til in 1939 our exports to Europe com- 
prised 40.5 per cent of total exports. 
This large share is to be compared with 
48.7 per cent in 1932, 44.7 per cent in 
1929, 60.0 per cent in 1913, and 74.6 
per cent in 1900. 

While Europe has declined in relative 
importance, however, that continent is 
still, by all odds, our leading export 
field. Consequently, many European 
countries are among our best export 
markets. The United Kingdom con- 
tinues to be the leading export market 
for United States merchandise. Nor- 
mally, France, Germany, Italy, and the 
Scandinavian countries are also among 
the leaders in our export trade. 


The proportionate decline of Europe 
has paralleled an increase in relative 
importance of the so-called “potential” 
markets of the world. Indeed, the word 
“potential,” used in this sense, means 
precisely “non-European” markets. Asia, 
Latin America, and British overseas do- 
minions have long been viewed as the 
most promising potential markets. Ship- 
ments to Asiatic markets comprised less 
than 5 per cent of total exports in 1900. 
By 1929 Asia was taking more than 12 
per cent of our exports, increasing to 
18.1 per cent in 1932 (depression low), 
and averaging 17 per cent during each 
of the past three years. 

The expansion in exports to Asia is 
due principally to the rapid moderniza- 
tion of Japan, the reawakening of 
China, the development of the Philip- 
pines under United States sovereignty, 
and the steady growth of trade with 
British and Dutch colonies in Asia. 

Latin American markets have re- 
sponded almost as spectacularly in our 
search for potential outlets. The twenty 
republics took only 9.3 per cent of our 
total exports in 1900, increasing to 14.0 
per cent in the prewar period 1910-14. 
By 1929 Latin American republics ac- 
counted for 18.6 per cent of our export 
trade, a proportion surpassed in 1937 
and again in 1939, when the share was 
20.0 per cent. Our chief markets in 
Latin America are, and have long been, 
Argentina, Mexico, Cuba, Brazil, Chile, 
Colombia, and Venezuela. 

The Dominion of Canada continues 
to be our second largest world market, 
taking between 12 and 16 per cent of 
total exports during most of the last two 
decades. 

The African market, principally the 
Union of South Africa, has responded to 
the gold buying program of the United 
States, causing a sharp increase in our 
sales to Africa. Like Oceania, how- 
ever, that continent has never comprised 
more than a small percentage of our ex- 
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port market, and an enormous propor- 
tionate increase is swallowed. 

It is logical to tie together the trends 
in commodity characteristics of our ex- 
port trade with regional trends. With 
the decline in exports of foodstuffs and 
raw materials, industrialized Europe 
would be expected to decline as a mar- 
ket; with a notable increase in exports 
of manufactured goods, shipments to 
nonindustrialized markets of the world 
would be expected to increase. 
the general pattern of the trends in our 
export trade, in so far as commodities 
and regions go. 


Sources oF IMPORTS 


Europe has declined as a source of 
imports compared with non-European 
areas, The regional pattern of our ex- 
port trade applies similarly to the im- 
port trade. With the decline in imports 
of manufactured goods, industrialized 
Europe would be expected to shrink in 
importance; and with the rapid growth 
of raw material imports, the non-Euro- 


pean areas of the world, with a surplus. 


of industrial raw materials, would be 
expected to expand. 

Europe has also suffered the loss of 
the “middleman” trade that she con- 
ducted for generations. World markets 
for many raw materials and colonial 
products—rubber, wool, tea, and other 
commodities—were early established in 
European centers, and it is only in re- 
cent years that such products have been 
sold in areas of production. This shift, 
resulting from a decrease in the bro- 
kerage function of European merchants 
and markets, also contributed to the de- 
cline of the European market for exports. 

In 1900 the United States obtained 
51.8 per cent of its total imports from 
Europe. By the prewar period 1910-14 
this percentage had been reduced to 
49.5 per cent; by 1929 to 30.3 per cent; 
and by 1939 to 26.6 per cent. The 
United Kingdom, France, Germany, It- 


This is. 


aly, and the Scandinavian countries 
have long been important sources in our 
import trade. 

The Dominion of Canada is our lead- 
ing country of import, supplying be- 
tween 11 and 13 per cent of the total 
during the entire postwar period, com- 
pared with 5 to 7 per cent between 1900 
and 1914. 

Asia in recent years has become the 
leading continent in the import trade of 
the United States. Comprising 17.2 per 
cent of the total in 1900, Asia accounted 
for 15.3 per cent in 1910-14. By 1929 
this share had bounded to 29.1 per cent, 
and by 1939 to 30.2 per cent. Such 
leading commodities in the import trade 
as crude rubber, tin, raw silk, burlaps, 
and so forth account for the presence of 
Japan, British Malaya, Netherland In- 
dia, British India, the Philippines, and 
China as expanding sources of supply 
of leading imports. 

Imports from Latin American coun- 
tries have not shown the increase of 
those from Asiatic countries. Latin 
America for many decades has been an 
important source of tropical foodstuffs 
and some raw materials and minerals. 
There is nothing particularly new about 
these products for consumption as there 
was in the case of Asiatic industrial ma- 
terials. In 1900 we find Latin America 
supplying 21.6 per cent of total imports. 
By 1910-14 this figure was 25.7 per 
cent, remaining substantially at that 
level to the present time, with evidence 
of a slight downward tendency in recent 
years. In 1939 the share was 23.7 per 
cent. 

Our leading Latin American sources 
of import are Cuba, Mexico, Brazil, 
Colombia, Chile, and Argentina. Some 
of the difficulties of increasing both im- 
ports from and exports to Latin Ameri- 
can countries will be discussed later in 
this volume.* 


1See the section on “Our Latin American 
Trade.” 
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Our Oceanic and African supplies are 
relatively insignificant in the entire pic- 
ture. Imports from Africa have tended 
upward, while from Oceania the trend 
has recently been downward after an 
initia] increase in importance. Actually, 
Africa is of greater importance in the 
import trade than this discussion brings 
out, because gold is a large item in our 
imports from the Union of South Af- 
rica; but gold is not included in the 
statistics of commodity trade. 


THe TRADE BALANCE 


The trade balance remains “favor- 
able.” The difference between the total 
of merchandise exports and merchandise 
imports is known as the “trade bal- 


ance.” If the figures for a given year 
show an excess of exports of merchan- 
dise over imports of merchandise, it is 
said that the (export) balance is “fa- 
vorable.” 

This balance must be paid for by 
some means or other, else the value of 
goods comprising the balance would 
constitute a donation on the part of 
American exporters. This balance is 
paid, together with a number of other 
international transactions of such na- 
ture as interest payments, tourist ex- 
penditures, and so forth. The whole 
fabric of our international financial 
transactions, composed of these separate 
threads, is known as the balance of in- 
ternational payments. This is the sub- 
ject of the next article. 
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America’s International Accounts 


By Amos E 
Written July 


HE balance of international pay- 
ments of the United States consists 
of the payments made, within a stated 
period of time, between residents of the 
United States and residents of all for- 
eign countries. In addition to merchan- 
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dise, and gold and silver exports and 
imports, the international business of 
the United States includes the purchase 
and sale of various kinds of “invisible” 
services such as shipping, travel accom- 
modations, banking and insurance serv- 











1938 


Item 


Trade and service items: 
Freight and shipping 
Travel expenditures 

Personal remittances 
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Total trade and service items. . 

Gold and silver: 
Gold exports and imports 
Gold earmarking operations (net) 


(Unrevised) 1939 (Preliminary) 





Gold movements (net) 
Silver exports and imports 


Total gold and silver movements 
(net) 
Capital items: 


Long-term capital movements....]......]. 0. 


Short-term capital movements. .. 
Paper currency and miscellaneous 
capital movements...........]..... 
Net capital movements 
Residual item 


a Largely unreported and unidentified capital transactions. 











For discussion see the 1939 


issue of the bulletin, The Balance of International Payments of the United States, published 

annually by the Finance Division of the Bureau of Foreign and Domestic Commerce. 
Source: Bureau of Foreign and Domestic Commerce, U. S. Department of Commerce. 
Taken from August Maffry and Paul D. Dickens, ‘‘The Balance of International Payments 


of the United States in 1939,” Survey of Current 
i 9 


Business, Feb. 1940. 


10 THE ANNALS OF THE AMERICAN ACADEMY 


ices, and so forth; also the international 
purchase and sale of securities and other 
evidences of indebtedness. Every sale 
of goods, services, securities, or claims 
for future payment involves the re- 
ceipt of an equivalent from foreigners, 
whether in the form of commodities, 
freight or travel service, or promise of 
payment (credit instrument or security) 
at a future time. In principle, there- 
fore, a complete itemization of all our 
dollar “receipts” on international ac- 
count during a given period of time will 
show a corresponding total of “pay- 
ments” made by residents of this coun- 
try to foreigners. Since many of the 
transactions involve amounts which 
must be estimated, it is impossible to 
determine with exactness the actual re- 
ceipts or payments. The reported sum- 
mary statement thus usually shows a 
residual item representing the net result 
of unidentified transactions, errors and 
omissions in the estimates, and so forth. 
The accompanying table illustrates this. 

The changes which occurred in the 
balance of international payments of 
the United States during the first seven 
months of the present war were less 
pronounced than those of the corre- 
sponding period of 1914-15. The rea- 
sons for this are fairly clear. Since the 
middle thirties many countries have 
been operating on a war-economy basis. 
Rearmament in Europe, actual conflict 
in the Far East, and the accumulation 
of war reserves had influenced inter- 
national trade to a degree which pre- 
vented the actual outbreak of war in 
Septembez 1939 from producing the dis- 
tinct shock of August 1914. 

The provisions of the Johnson Act of 
1934 and the Neutrality Act of 1939 
have had the twofold effect of forcing 
the British and French Governments to 
conserve their dollar assets by exchange 
and import restrictions and (in the case 
of the former) of requiring that British 
nationals give up their holdings of cer- 


tain specified American securities with 
a view to liquidation and eventual use 
in the war effort. Such steps were taken 
during the World War, but at this time 
special significance attaches to them be- 
cause of this country’s prohibitory legis- 
lation and because combined British and 
French dollar assets are considerably 
smaller than they were in 1914. 


BACKGROUND OF CURRENT TRENDS 


Before attempting an appraisal of 
current trends in the balance of inter- 
national payments, it is essential that 
we examine the nature and the signifi- 
cance of the factors which have had for 
some years the combined effect of draw- 
ing gold into the United States at a rate 
consistently higher than the rate of new 
world production, and of raising the 
country’s dollar indebtedness to the out- 
side world from approximately $5,000,- 
000,000 at the end of 1934 to nearly 
$9,000,000,000 at the outbreak of war 
in Europe in September 1939. Some of 
the influences reflected in certain inter- 
national movements of recent years can 
be traced directly to the World War, 
while others had their genesis in the 
world economic crisis of a decade ago 
and must therefore be examined against 
the background of events which cannot 
be historically dissociated from the 
struggle of 1914-18, 

Although the United States shifted 
from net debtor to net creditor during 
the World War, our sales of merchan- 
dise and services to the rest of the world 
continued to exceed by a substantial 
margin our purchases of goods and serv- 
ices. This excess continued throughout 
the twenties, while heavy foreign lend- 
ing was greatly strengthening our net 
creditor position. Merchandise exports 
remained consistently much higher than 
imports until 1936, when the export 
balance was reduced to the small total 
of $33,000,000. 

In order to trace more fully implica- 
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tions of the forces which have defined 
the terms of trade and the balance of 
payments of the United States since the 
World War, attention is briefly directed 
to developments during specific periods 
since 1919. For certain purposes, the 
period from 1919 to the end of January 
1934 may be viewed as distinct from the 
period since the latter date, which was 
inaugurated by the devaluation of the 
dollar and has been featured by an al- 
most uninterrupted inward movement of 
capital and the steady addition of im- 
ported gold to the country’s monetary 
gold stocks, which stood after revalua- 
tion at the end of January 1934 at $7,- 
438,000,000, and at the end of June 
1940 at nearly $20,000,000,000. 


From 1919 to 1924 


After the end of hostilities in 1918, 
credits established to the account of 
foreign governments by the Treasury of 
the United States provided an impor- 
tant means of financing this country’s 
extraordinarily high merchandise export 
balances during the early postwar years, 
In 1919 these credits amounted to $1,- 
781,000,000. The amounts available 
for utilization declined rapidly there- 
after, but large shipments of merchan- 
dise on open account in 1920 and a 
record net importation of $686,000,000 
in gold during 1921 provided alternative 
means of balancing the international ac- 
counts. Moreover, net long-term pri- 
vate investments made abroad, which 
aggregated $1,876,000,000 during the 
three-year period, and remittances for 
relief and other purposes, which reached 
almost the same figure in the same pe- 
riod, provided a large supply of dollars 
that made possible the excess of mer- 
chandise exports which ranged steadily 
downward from $4,016,000,000 in 1919 
to $2,509,000,000 in 1921. 

The period 1922-24 represented an 
interim between the early postwar years 
of economic confusion and the period of 


financial rehabilitation and world trade 
expansion ushered in by the Dawes Plan 
in Germany, the return to gold in Eng- 
land, and a marked rise in industrial 
activity in the United States. The 
agreement at Genoa to return to gold 
as conditions permitted; the struggle 
over reparations, dramatized by French 
entry into the Ruhr; and the subsequent 
steps to place the reparations debtor on 
a sound currency basis were not without 
some effect upon the United States econ- 
omy. Long-term lending on a large 
scale awaited the effective operation of 
the Dawes Plan. The elimination of 
highly abnormal influences from our 
merchandise export trade reduced av- 
erage annual shipments during these 
three years to $4,197,000,000, while the 
annual merchandise export balance av- 
eraged slightly less than $700,000,000. 
The net outflow of long-term capital 
averaged only $400,000,000 a year, but 
this together with net remittances and 
tourist outlays abroad, which averaged 
about $770,000,000 annually, was not 
adequate to cover net amounts due us 
on merchandise and other accounts, 
largely because of a heavy net inflow of 
short-term funds. Uniformly high net 
gold imports continued throughout the 
period and averaged $248,000,000 a 
year. 


EXPANSION OF WorLD Trane, 1925-29 


With England’s return to gold early 
in 1925 and the inauguration of steps 
to re-establish sound currencies through- 
out Europe and elsewhere, the way was 
being rapidly prepared for a rise in the 
volume of world trade generally. The 
reparations transfer problem was being 
subjected to a workable process, while 
late in 1926 Poincaré’s de facto stabi- 
lization of the franc exerted a magnetic 
pull upon previously expatriated French 
capital. In the meantime, the govern- 
ments of various so-called war debtor 
countries had assumed definite sched- 
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ules of repayment under special funding 
agreements. 

With these developments the stage 
was set for a period of world-wide eco- 
nomic and industrial expansion in which 
the United States played an important 
part. The country’s export trade was 
maintained on a steadily rising level. 
The excess of exports over imports dur- 
ing the five-year period was as low as 
$378,000,000 in 1926 and as high as 
$1,037,000,000 in 1928 and showed an 
annual everage of $724,000,000. The 
net movement of gold was also outward, 
largely because of two distinct develop- 
ments: (1) our substantial participation 
in the Dawes Loan of 1924 and the con- 
version of dollar proceeds of the loan 
into gold were reflected in gold exports 
early in 1925, and (2) the lowering of 
rediscount rates in 1927 by the Federal 
Reserve authorities was followed by net 
exports of gold during 1927 and 1928. 

The major part of payments made on 
war-debt account by foreign govern- 
ments under the funding agreements fell 
within this period.* Total annual war- 
debt receipts rose from $187,000,000 in 
1925 to $207,000,000 ‘in 1928. For an 
additiona: year the amount remained 
unchanged and then jumped to $241,- 
000,000 in 1930. Even though a rela- 
tively minor factor in the balance of 
payments as a whole, the receipts on 
war-debt account represented during 
this period one of the three important 
items which involved an appreciable net 
demand for dollars from abroad. 

Net tourist expenditures by American 
travelers abroad, which rose steadily to 
a peak of $638,000,000 in 1929, and the 
large volume of personal and institu- 
tional remittances, which averaged al- 

2 Although receipts by this country on inter- 
governmental debt account did not reach a 
peak until 1930, the decline thereafter was 
very sharp, and England’s final payment in 
December 1932 virtually terminated, with the 
exception of Finland’s account, the appearance 
of this item in the balance of payments. 


most $300,000,000 a year, constituted 
an important source of dollar funds ac- 
cumulating to the account of foreigners. 


Reason for export balance 


In the final analysis, the real impulse 
behind the large excess of merchandise 
exports over imports during this period 
was the steady flow of United States 
funds into foreign securities. Exclusive 
of refunding operations, bond discounts, 
and commissions, the underwriting in 
this country of foreign dollar bonds 
during the years 1925-29 averaged 
$970,000,000 annually. After taking 
into account the steady repatriation by 
foreigners of issues outstanding in this 
country, and other international security 
transactions, the net outward movement 
of long-term investment funds averaged 
during these years approximately $522,- 
000,000. 

In examining these figures as statis- 
tics in the balancing of international ac- 
counts it must be noted that a substan- 
tial part of this capital movement was 
offset by the inward movement of short- 
term capital. By the end of 1929 this 
class of dollar assets credited to foreign 
account aggregated approximately $3,- 
000,000,000. The steady increase in 
the volume of foreign dollar bonds out- 
standing and the corresponding need of 
dollars for periodic interest and sinking- 
fund requirements, together with the at- 
tractions of the New York call loan 
market, stimulated the maintenance of 
large foreign-owned balances and short- 
term investments which began to recede 
only after the stock market collapse of 
1929 and the commodity price and 
money rate declines of 1930. 

Coincidental with the rapid growth in 
the net creditor position of the United 
States during this period, the general 
volume of international indebtedness 
rose to levels at which liquidation ac- 
cording to schedules and contractual 
arrangements could be anticipated only 
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if world prosperity and a high level of 
international trade could be maintained. 
It was apparent long before 1929 that 
any sudden weakness in the interna- 
tional economic structure would exert 
tremendous pressure on certain items in 
the balance of payments of the United 
States. 

At the end of 1929 the total foreign 
assets of the United States amounted to 
somewhat more than $16,000,000,000. 
In addition, short-term assets abroad of 
American banks and business corpora- 
tions amounted to about $1,600,000,- 
000. Although no satisfactory data are 
available on foreign “long-term” invest- 
ments in the United States at the end 
of 1929, it is probable, on the basis of 
a detailed survey made in 1936-37 and 
applicable to the end of 1934, that they 
amounted to roughly $4,000,000,000. 
This figure, together with short-term 
dollar assets of $3,000,000,000, would 
place the total foreign interest at $7,- 
000,000,000 at the end of 1929. 


Woritp DEPRESSION AND Its IMMEDI- 
ATE EFFECTS, 1930-33 


The strong net creditor position of 
the United States by the end of 1929 
was reflected in the ratio ranging be- 
tween 2 to 1 and 3 to 1 which existed 
by the late twenties and early thirties 
between interest and dividend receipts 
on United States investments abroad 
and corresponding payments to foreign- 
ers on their investments here. In the 
face of a substantial merchandise export 
balance, the net payments on service 
account were inadequate to “finance” 
the substantial net receipts on interest 
and dividend account without continued 
foreign lending. When in 1930 the vir- 
tual cessation of foreign lending coin- 
cided with the sharp decline in the 
prices of raw materials, it became evi- 
dent that the international accounts of 
the United States would require either 
heavy gold imports, painful adjustments 


in the trade and service accounts, or the 
rapid utilization of foreign-owned dollar 
assets. The problem of adjustment was 
made all the more difficult by a com- 
bination of national policies which were 
clearly inconsistent with the implica- 
tions of the country’s international 
financial position. 

The full impact of the world depres- 
sion upon the balance of payments is 
reflected in the international movements 
of 1931. The decline in commodity 
prices was severely felt in certain debtor 
countries whose chief source of foreign 
exchange is the sale of one or more basic 
raw materials in the world markets. 
The immediate result of the pressure 
exerted upon these countries in their 
efforts to make payments abroad for 
imports and for meeting interest re- 
quirements tended to induce either 
heavy gold shipments to the United 
States or interest defaults or perhaps 
both. 

As a result of England’s suspension 
of gold payments in September 1931, 
the European central banks turned part 
of their accounts in the United States 
into gold and either returned the metal 
to their own vaults or placed it under 
earmark in this country. The gold 
movements in this country’s balance of 
payments in 1931 thus assumed an un- 
usual character. During a great part of 
the year gold entered the United States 
from a large number of countries in 
payment for United States merchandise 
and dollar exchange for interest needs 
and other purposes. Some of the ship- 
ments by Japan were associated with 
the repatriation of Japanese dollar 
bonds during 1931. Argentina and 
Canada were important exporters of the 
metal. The gold movement was largely 
inward until September, after which the 
heavy withdrawal of capital from the 
United States resulted in such heavy 
gold shipments and earmarkings that a 
net outflow of $176,000,000 resulted 
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from the year’s combined inward and 
outward movements. 

The merchandise balance during this 
period showed a steady decline from 
$782,000,000 in 1930 ta $225,000,000 
in 1933, At the same time the coun- 
try’s invisible service purchases fell with 
equal abruptness. Net tourist expendi- 
tures, for example, fell from $602,000,- 
000 to $221,000,000, Net remittances 
and contributions abrcad also fell 
sharply. On the other hand, the coun- 
try’s net receipts on interest and divi- 
dend account fell from an estimated 
total of $616,000,000 in 1930 to $384,- 
000,000 in 1933. f 

Although the year 1932 may be 
viewed as the low point of the depres- 
sion, the full impact of the year’s trans- 
actions was not reflected in the balance 
of payments until 1933. Even then, 
new elements entered the balance of 
payments after the banking crisis early 
in 1933, and trends became distinctly 
blurred. Speculative influences op- 
erated in both export and import mar- 
kets. During part of the year imports 
rose sharply because of uncertainty over 
the degree of depreciation in terms of 
gold to which the dollar might be sub- 
jected. The process of dollar deprecia- 
tion through gold purchases by the Re- 
construction Finance Corporation at a 
steadily raised price, and the attendant 
fears, gave rise to a marked flight of 
capital from the United States which 
was reflected in the year’s net outward 
gold movement of $173,000,000 and in 
a reduction of foreign-owned dollar bal- 
ances from $870,000,000 to $487,000,- 
000. 

The depreciation of the dollar in 
terms of other currencies after April 20, 
1933 was largely the result of the out- 
flow of domestic and foreign funds in 
anticipation of further depreciation of 
the dollar, rather than of any change in 
the country’s “export” balance on inter- 
national trade and service account, The 


embargo on gold shipments could not 
by itself account for the sharp decline. 
The flight of capital was in part an ex- 
patriation of domestic funds, although 
the withdrawal of foreign-owned funds, 
which had been extraordinarily heavy 
during February and early March, con- 
tinued after the banking holiday. 


Withdrawal of short-term assets 


Although foreign security underwrit- 
ing in this country remained on a rea- 
sonably high level in 1930, the real fac- 
tor in capital movements during this 
four-year period was centered in the 
withdrawal by foreigners of their short- 
term dollar assets. The strengthening 
of the country’s net creditor position 
now resulted from a decline in the gross 
debtor position rather than from a fur- 
ther increase in the gross creditor status. 

The reduction in the short-term ac- 
counts due from foreigners from $3, 
000,000,000 to less than $500,000,000 
reflected the importance of capital funds 
as a factor in financing the net move- 
ment of merchandise and service trans- 
actions. Just as long-term lending 
abroad may be said to have financed 
United States exports in 1925-29, so it 
may be said that, in effect, our mer- 
chandise shipments during the four crit- 
ical years beginning with 1930 were 
financed through the use of dollar bal- 
ances part of which represented the 
proceeds of long-term loans floated dur- 
ing the previous period. The apparent 
paradox of the suspension of gold pay- 
ments after the foreign claims on gold 
had virtually fallen to a minimum, sim- 
ply directs attention to the importance 
of dollar depreciation as a deliberate 
factor in domestic price policy. With 
the return of a new fixed gold content 
of the dollar, we are prepared to ex- 
amine the international movements dur- 
ing a period featured by unusual devel- 
opments in the balance of international 
payments. 
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INFLOW or FOREIGN CAPITAL, 1934-39 


From January 1934 to the end of 
June 1940 a net amount of more than 
$12,000,000,000 in gold was added to 
United States gold stocks from foreign 
sources. Except for several very brief 
periods, this inflow of gold from abroad 
continued without interruption after the 
inward rush of the metal which followed 
immediately upon the devaluation of 
the dollar on January 31, 1934. Until 
1938 this net movement of gold, which 
exceeded $1,000,000,000 in each of the 
five years 1934 to 1938 and reached the 
record total of $3,040,000,000 in 1939, 
was almost wholly influenced by the 
movement of foreign capital to this 
country and by the repatriation of 
American short-term funds from abroad. 

From the beginning of 1934 to the 
end of 1939 the total net inward move- 
ment of capital funds amounted to ap- 
proximately $5,300,000,000. More than 
$1,000,000,000 represented the net pur- 
chases of American securities by for- 
eigners; approximately $720,000,000 
was employed in the purchase from 
American holders of foreign securities, 
partly for redemption and sinking-fund 
purposes and partly for investment; and 
in other cases dollar bonds were pur- 
chased by issuers for purposes of debt 
reduction, usually at the low prices to 
which the issues had fallen after going 
into default. 

The largest element in the unprece- 
dented capital movement of the period 
was the net shift in international bal- 
ances, which amounted to nearly $3,- 
000,000,000. The liabilities of Ameri- 
can banks to foreign creditors rose from 
$487,000,000 at the end of 1933 to $3,- 
010,000,000 at the end of 1939, while 
foreign short-term assets of American 
banks were reduced during the same pe- 
riod from $1,082,000,000 to $541,000,- 
000. 

The international capital movements 


of this period have exerted a material 
influence on the net creditor position of 
the United States. Total foreign-owned 
dollar balances of roughly $3,000,000,- 
000 and so-called foreign long-term in- 
vestments of about $6,000,000,000 con- 
stitute a new high total of foreign-owned 
assets in this country, which accumu- 
lated in substantial part during a period 
when American long-term investments 
were being steadily reduced as a result 
of sinking-fund and redemption opera- 
tions, and corresponding short-term as- 
sets held abroad were being sharply re- 
duced partly through the liquidation of 
German Standstill Credits and partiv 
through the same causes which brought 
foreign funds into the United States. 
The net effect of these movements was 
the reduction of the country’s net cred- 
itor position from $9,000,000,000 at ths 
end of 1934 to about $2,600,000,000 at 
the end of 1939. 

In their effect upon the balance of 
international payments, these figures 
are misleading unless full account be 
taken of their composition. Fully one- 
third of foreigners’ holdings in the 
United States produced no income, 
whereas the holdings of American in- 
vestors in foreign countries had an av- 
erage yield of more than 4 per cent in 
1939 despite the fact that approxi- 
mately one-third of foreign dollar bonds 
still held in this country were in total 
or partial default. The importance of 
so-called direct investments abroad, 
which on the whole have yielded rea- 
sonably high returns, and the relative-y 
small volume of low-yielding banking 
assets abroad, reflect a much stronger 
net creditor position than would be in- 
dicated by the respective investment to- 
tals in the balance sheet of international 
indebtedness. 

In further analysis of this period, spe- 
cial attention may be called to the first 
three years of heavy capital inflow. 
The tripartite arrangement of Septem- 
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ber 1936 and the speciel attention di- 
rected to the inward gold movement as 
a factor in the accumulation of record 
excess bank reserves may be viewed as 
representing a turn in certain trends 
which had been much in evidence after 
the early part of 1934. The first three 
years of this period were years of politi- 
cal and financial difficulties in the so- 
called “gold bloc” countries. 

The Silver Purchase Act of 1934 and 
the subsequent nationalization of pri- 
vate silver holdings had temporarily 
weakened the exchange value of the 
dollar, but, except for such periodic re: 
versals, the period as a whole was fea- 
tured by a heavy demand for dollars 
the supply of which could be met only 
through constant gold shipments to this 
country. The’ purposes for which dol- 
lars were in demand varied, of course, 
from time to time. During the periodic 
political and financial uncertainties in 
France the demand was largely for dol- 
lar balances in American banks derived 
from foreign funds seeking safety. Late 
in 1935, when the Italo-Ethiopian con- 
flict threatened a general European war, 
dollar balances for foreign account rose 
sharply. At the same time, however, 
the abundant signs of business improve- 
ment in the United States attracted for- 
eign funds in substantial volume into 
our security markets. In 1935 net for- 
eign purchases of American securities 
amounted to $317,000,000, of which 
nearly half were purchased on British 
account. The high level of business ac- 
tivity in 1936 brought $6C0,000,000 net 
of foreign funds into American securi- 
ties, of which $218,000,000 represented 
British purchases. 

The sharp recession in business ac- 
tivity during the second half of 1937 
produced an immediate effect on at least 
two important items in the balance of 
payments. The sharp fall in merchan- 
dise imports after the middle of the year 
initiated a period of large export bal- 


ances which continued throughout 1938, 
a year in which the export excess of $1,- 
026,000,000 had been approximated 
only in 1928 since the early postwar 
years. The rise in the merchandise ex- 
port balance during the second half of 
1937 was also influenced by heavy ship- 
ments to Japan after the outbreak of 
the China Incident. As a result of ru- 
mors abroad that recovery would be 
sought through a further reduction in 
the gold content of the dollar, a heavy 
outward capital movement developed 
during the first half of 1938. This 
tendency was but one of various con- 
fusing factors which made difficult any 
clear-cut evaluation of apparent trends 
in the balance of payments. 

In contrast with the period 1934—36, 
the export trade balance late in 1937 
and throughout 1938 and 1939 became 
an important factor in determining the 
volume of gold inflow. Since the net 
balance of the invisible service transac- 
tions, including interest and dividend 
items, remained relatively small, the 
size of the merchandise export balance 
exerted, in effect, as direct a pull on 
foreign gold as the inward movement 
of foreign capital. 


CURRENT TRENDS 


Any effort to evaluate clearly the cur- 
rent trends in the United States balance 
of international payments would involve 
considerable prophecy on the course of 
world events. Moreover, the influences 
which during the World War carried 
this country’s merchandise to extremely 
high levels are only in part operative at 
present. Many of the raw materials 
and foodstuffs entering our export trade 
in 1914 and the war years that followed 
are now being procured within the Brit- 
ish and French Empires, which are 
much more nearly self-sufficient in such 
supplies than a quarter-century ago. 
The restrictive and prohibitory provi- 
sions of existing neutrality legislation 
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and the Johnson Act have enforced a 
policy of cautious buying in this coun- 
try, with a view to conserving existing 
dollar assets. Although British hold- 
ings here are considerably smaller than 
in 1914, the entry of World War neu- 
trals into the present Allied camp has 
undoubtedly provided new supplies of 
dollars for use in the common cause. 

On the basis of the recent trend in 
United States foreign trade, it is cer- 
tain that the export trade balance dur- 
ing the first year of the war will be 
substantially in excess of $1,000,000,- 
000.2 This would have to be viewed, 
of course, as abnormal, and is not a 
clear indicator of longer-range trends. 

The repatriation of foreign-owned 
United States securities, which has been 
initiated by the British Government and 
which will undoubtedly involve the liq- 
uidation on a large scale of other than 
British-owned American securities if the 
war continues long on an enlarged scale, 
has the immediate effect of strengthen- 
ing the net creditor position of the 
United States. 

The implications of this change, espe- 
cially since it involves the repatriation 
of many of the highest-yielding issues, 
are likely to prove somewhat disturbing 
unless some adjustments not now fore- 
seen can be made during, and especially 
after, the war. The maintenance of a 
substantial merchandise export balance 
contemporaneous with growing net re- 
ceipts on interest and dividend account 
is likely to exert a sharp pull on foreign 


2See article by Edward J. Noble, in this 
volume. 


gold at a time when United States gold 
stocks are already extraordinarily large. 
The use of foreign-owned assets in the 
financing of a substantial export surplus 
throughout the war will tend to remove 
the volume of foreign claims which dur- 
ing a period of stability and peace might 
have been converted into gold for use in 
financial rehabilitation abroad. 

The significance of the problem car. 
hardly be materially affected by pos- 
sible changes in our “invisible” trade 
items. The immediate effect on ship- 
ping receipts and payments has not had 
any marked influence on the balance of 
payments. Net tourist expenditures in 
Europe are certain to drop sharply for 
the time being, but travel by Americans 
in Canada and in Latin America will 
probably not be adversely affected, and 
may, in fact, show gains. At the same 
time, it is certain that foreign outlays 
for travel in this country will decline, 
at least for the time being. Remittances 
will probably increase because of relief 
needs in the war-stricken areas, 

The net result of service transactions 
can hardly contribute materially toward 
lessening the demand for dollars which 
the rest of our international business 
and financial operations will require. 
In order to retain a high merchandise 
export balance we must increase im- 
ports, otherwise we may have to find 
the means of future adjustment in re- 
newed foreign lending, in a continued 
heavy inflow of gold, or in a combina- 
tion of factors dependent upon political 
and other developments which cannot 
be foreseen. 


Amos E. Taylor, Ph.D., is professor of economics 
at American University Graduate School, Washington, 
D. C.; chief of the Finance Division of the Bureau of 
Foreign and Domestic Commerce of the United States; 
associate member of the Committee of Statistical Ex- 
peris, League of Nations; and author of annual reports 
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Foreign Exchange and Gold Policies 


By Jonn DONALDSON 
Written June 27, 1940 


HE foreign trade of the United 
States during the last two decades, 
and particularly since 1931, has been 
carried on in the midst of unprecedented 
alterations in the international monetary 
situation and even in concepts concern- 
ing it. These changes cannot be recited, 
much less explored, here, but a few of 
the high lights may be briefly recalled. 
According to classical theory, gold 
was “the” balancing agent in maintain- 
ing international economic equilibrium, 
and this theory provided the fundamen- 
tal justification of the international gold 
standard. Later writers suggested that 
the equilibrium would be maintained in 
the absence of gold flows, through the 
impact of commodity flows upon price 
structures, or even through shifts in 
international demand. Other students 
of money have gone further, and have 
looked upon the rigid gold standard as 
at best providing international stability 
at the expense of national economic 
autonomy. They have therefore con- 
demned it as one which permits in- 
ternational transmission of economic 
shock, and have argued for flexible 
exchanges, managed by means of stabi- 
lization operations? Meanwhile, ob- 
servers have spoken of the progressive 
demonetization of gold in recent mone- 
tary history, and while this process is 
1 Many of the fundamental changes are ob- 
jectively analyzed, and reZerences to primary 
and secondary sources are given, in John 
Donaldson, The Dollar: A Study of the 
“New” National and International Monetary 
System, New York: Oxford University Press, 
1937, 

2 See, e.g.: Gustav Cassel, The Downfall of 
the Gold Standard, Oxford Press, 1936; J. M. 
Keynes, Tke General Theory of Employment, 
Interest and Money, New York, 1936; Charles 
R. Whittlesey, International Monetary Issues, 
New York: McGraw-Hill Book Co, 1936, 
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far from complete, the phrase is sig- 
nificant. Also to be noted is the re- 
cently widespread belief that external 
currency depreciation stimulates goods 
exports. This notion has important 
limitations in both theory and practice,’ 
but it has undoubtedly accounted for 
a certain amount of so-called “competi- . 
tive depreciation,” or “currency war- 
fare.” An important point in this con- 
nection, as I have pointed out elsewhere, 
was for some time almost completely 
overlooked, namely, that external de- 
preciation may affect nonmerchandise 
items, such as capital flows, in the bal- 
ance of international payments. 


WORLD MONETARY CHANGES 


International monetary experience 
since the first World War has been al- 
most kaleidoscopic. In the major mon- 
etary disturbances of the 1920's, only 
our own currency remained as before. 
Gradually other principal countries sta- 
bilized theirs, some at old par, most of 
them at devalued levels. In this partial 
re-establishment of the old system a 
new feature was added, namely, the 
gold-exchange standard, by which a 
country could count among its reserves 
foreign-exchange holdings and balances 
on gold countries. This later proved to 
be an element of weakness in time of 
emergency; for example, it facilitated 
the rapid run on London in 1931. In 
that year the world financial crisis 
forced England “off gold,” and certain 
other countries followed. England then 

3 This question is critically and inductively 
examined in S. E. Harris, Exchange Deprecia- 
tion, Harvard Press, 1936, and in John Don- 
aldson, of. cit. 

4“Of gold” and “on gold” are arbitrary 
terms, as the gold standard has several essen- 
tial features, some of which may be discarded 
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established her exchange equalization 
account to provide for flexibly man- 
aged, rather than rigid, stabilization. 
It was essentially this system of ex- 
change stabilization that we adopted 
after our devaluation of 1933, and that 
became the basis, along co-operative 
lines, for the Tripartite Accord of 1936, 
among the United States, Great Britain, 
and France, joined also by the several 
other members of the erstwhile gold 
bloc. In contrast with this stabilization 
type of exchange intervention, the di- 
rect, rationing type of exchange con- 
trol® was adopted by many countries, 
with significant variations in Germany 
and Russia. From these in turn arose 
all manner of special exchange agree- 
ments, some of them creating essentially 
a barter regime. Meanwhile the two 
last-named systems have tended to 


merge, especially since the beginning of- 


the present war; for example, Great 
Britain had entered into exchange deals 
with exchange-control countries, and 
since the war began has maintained an 
“official” rate for certain transactions.® 
Under the impetus of war, exchange 
control marches on, and in the end may 
become almost everywhere complete. 

It goes without saying that these 
shifting concepts and these rapid trans- 
formations in the international mone- 
tary structure have greatly affected 
America’s foreign trade and other inter- 
national transactions and have helped 
to condition our own foreign-exchange 
and gold policy. 





while others are retained. For example, Eng- 
land abandoned redeemability and also a fixed 
gold content. In 1933 the United States 
abandoned the former bùt not the latter. 

5See Paul Einzig, Exchange Control, Lon- 
don: Macmillan Co., 1934, 

6 Federal Reserve Bulletin, April 1940, pp. 
277-78; T. Balogh, in “Foreign Exchange and 
Export Trade Policy,” The Economic Journal, 
Vol. L, No. 197, March 1940, pp. 1-26, pro- 
poses a still more elaborate system of exchange 
restrictions for Great Britain. 


AMERICAN EXCHANGE AND 
Gorp Poricy 


In the modern period, until 1933, 
American monetary policy underwent 
no major change. While other curren- 
cies tumbled through a variety of post- 
war and postdepression experiences, the 
dollar remained fully on gold at old par. 
But the bank crisis here in March 1933 
led to a series of proclamations and laws 
the essential features of which were: 
(1) internal banking and other meas- 
ures looking toward liberalization of 
credit and general “reflation,” with the 
1926 price level as, roughly, the objec- 
tive; (2) cessation of redeemability and 
free coinage; (3) temporary exchange 
control; (4) ultimate devaluation; (5) 
taking over of gold and control of 
international gold movements, and 
heavy subsequent gold purchases from 
abroad by the Government; (6) re- 
fusal to join in any rigid international 
stabilization (at the London conference 
in the summer of 1933); (7) setting up 
of the (flexible) stabilization fund; and 
(8) ultimate international co-operation 
in such stabilization. 

De facto devaluation was attempted, 
beginning in the fall of 1933, on the 
theory that by increasing the price paid 
for gold the internal depreciation of the 
dollar (general commodity price rise) 
could be effected. The price of gold 
was progressively increased from the old 
$20.67 per ounce to $34.45 on January 
16, 1934, and to $35.00 per ounce on 
January 31, 1934, on which date de jure 
devaluation was decreed by reducing 
the nominal gold content of the dollar 
(at a corresponding figure) to 59.06 per 
cent of its former amount, a devaluation 
of approximately 40 per cent. Meas- 
ures were also taken regarding silver, 
but, though significant, they have not 
formed a major part of the new mone- 


tary policy as such. 
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Subsequent high lights may be 
summed up as follows: (1) internal 
central banking policies generally in 
keeping with the new monetary and 
gold policy; (2) a fear for a while that 
the new policies would not sufficiently 
expand credit and prices; (3) a fear, 
later, that the large inflows of gold 
might produce such inflationary effects 
excessively, and a consequent “gold 
sterilization” measure adopted in De- 
cember 1936 but abandoned in April 
1938 (after the 1937 depression); 7 
(4) possible informal co-operation with 
the British Exchange Equalization Ac- 
count; (5) official entry, in September 
1936, into the Tripartite Accord for 
co-operation with Great Britain and 
France and shortly thereafter with the 
other former gold-bloc countries (Bel- 
gium, Switzerland, and the Nether- 
lands) which joined in; this arrange- 
ment, however, being on a day-to-day 
basis. 

To the outbreak of the present Euro- 
pean war and even to this writing (June 
1940), no other major, formal change 
has been made in our money and gold 
policy. Other foreign economic poli- 
cies, such as the trade-agreements pro- 
gram, the no-credits-to-Lelligerents as- 
pect of the neutrality legislation, and 
the control of funds of governments and 
nationals of invaded countries to pre- 
vent their expropriation by the invader 
(spring 1940),® have a bearing upon the 
problem at hand, but are beyond the 
scope of this article. 


™The experiment had proved somewhat 
costly. But the desterilized gold was shifted 
to the Federal Reserve System, and increased 
the deposits of the Federal Government and 
later the reserves of member banks. 

8 Note, June 7, 1940: It is reported that be- 
ginning today no securities can be imported 
from any country unless examined by a Fed- 
eral Reserve bank, but that if they are found 
not to be from invaded countries, they will 
be released; otherwise they will be frozen, as 
are such securities which are already here. 


Errects oF Our Poricy 


The phenomena which may be looked 
to for possible effects of our policy are 
both internal and external. Internally, 
even with the aid of vast public spend- 
ing and other measures, the new mone- 
tary policy did not bring expected re- 
sults, although the credit base expanded 
to such a point that it has provided a 
constant danger of enormous inflation 
“if the dam should ever break.” 

Externally, the dollar, after January 
1933, fluctuated differently in terms of 
different foreign currencies, in some 
cases to the extent of the devaluation 
or more; in some cases less. With re- 
gard to our foreign trade, to make a 
long story short, our goods exports in- 
creased substantially (if irregularly), 
but so did our goods imports; and our 
net balance of trade, while rising in 
1933 and 1934, fell in 1935, and was 
exceedingly small in 1936, after which 
it rose greatly. Altogether the figures 
are far from proving the assumption of 
relation of currency depreciation to ex- 
port stimulation. 

However, the most striking changes 
occurred in two other items. Omitting 
yearly details, there was an unprece- 
dented inflow of both gold and capital 
from 1934 to 1939 inclusive.® Space 
does not permit analysis of the nature 
of the capital inflow. One point, how- 
ever, must be made. While every item 
in the balance of payments may influ- 
ence every other, and one must use 
caution in seeking causal relationships 
among them, there is no doubt that 
these gold and capital movements have 
been closely associated, and that they in 

® For figures on all the items, see U. S. Dept. 
of Commerce, The Balance of International 
Payments of the United States, by Amos E. 
Taylor, yearly, and “The Balance of Inter- 
national Payments in 1939,” by August Mafiry 
and Paul D. Dickens, m Survey of Current 
Business, Feb. 1940; also Amos E. ae 
article in this volume. ` 
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turn have a relationship to our mone- 
tary and gold policy. 


THe Gortp PROBLEM 


Obviously, not the whole of the prob- 
lem here discussed is simply a gold 
problem; but much of it turns on gold, 
and to this we may give attention. 

The central facts regarding gold may 
be recapitulated. Estimated world gold 
production *° rose rapidly from $672,- 
000,000 in 1929 to $1,390,000,000 in 
1939, one of the areas of greatest in- 
crease (especially to 1936) being the 
Soviet Union, with other very substan- 
tial increases in the United States, Can- 
ada, Australia, and Latin America. The 
increase in South Africa and Rhodesia 
was proportionately somewhat less great. 
American and British ownership of 
mines in some of these countries is to 
be noted in passing. Widespread cur- 
rency devaluations have strongly influ- 
enced the rise in output. It is also esti- 
mated that such production increase, 
together with Asiatic and other dis- 
hoardings, and the automatic rise in 
monetary value resulting directly from 
the currency devaluations, brought the 
total value of the world monetary gold 
stock from about twelve billion dollars 
in 1929 to about twenty-nine billions at 
the end of 1939. Net United States 
gold imports aggregated about ten bil- 
lion dollars in 1934—39, which was 
greater than the increase in non-United 
States production during that period 
and therefore represented also absorp- 
tion of some of the reserves of other 
countries and probably of some of the 
dishoardings. This puts us in the posi- 
tion (May 1940) of holding approxi- 
mately eighteen billion dollars’ worth, 
or about 60 per cent of the world total.™ 


10 Figures based partly on those given in 
Federal Reserve Bulletin, March 1940, p. 253. 
11 Some estimates in June 1940, using a 
somewhat smaller world total, indicate a 
United States stock of more than nineteen 


Some main proposals 


The problem thus created has been 
almost endlessly discussed and alterna- 
tive solutions debated in recent years 
and months.’* A few high lights of the 
greatly varying views and proposals 
may be sketched here. Some of the 
main proposals, not all mutually ex- 
clusive, are these: (1) that the present 
policy be continued; (2) that the pres- 
ent linkage of gold and the dollar be 
continued but that we return to a full 
gold standard, by denationalizing gold 
and restoring redeemability, thus put- 
ting gold back into circulation, and by 
permitting free private imports and ex- 
ports of gold; (3) that we (i.e. the Gov- 
ernment) completely discontinue buy- 
ing gold; (4) that we substantially 
reduce the price we pay for gold, from 
$35.00 per ounce to some lower figure, 
perhaps the original $20.67; (5) that 
we increase the dollar price of gold, say 
to $41.34; (6) that we impose tariff 
duties on gold imports, perhaps on a 
graduated scale, and grant compensa- 
tory bounties on gold exports, thus es- 
tablishing a dual gold price, domestic 
and foreign; (7) that we hold our gold 
and after the war use it for foreign loans 
to rehabilitate the world; (8) that we 
hold it and (blending economic and 
other purposes) after the war buy up 
all remaining armaments in other coun- 
tries, with a view to preventing future 
wars. 

On the internal side, argument for ex- 
isting policy either denies the danger of 
an unprecedented inflation or affirms the 
sufficiency of existing devices (especially 
that of further increasing member bank 
reserve requirements in order to reduce 


bilion dollars, or 70 per cent of world stock. 
There are also some important quantities of 
gold here earmarked for foreign account, but 
these are not imports unless and until they 
are released. 

12 See bibliographical note at end of article, 
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present excess reserves). Adverse crit- 
ics regard the danger as real, and assert 
that not only the older devices (of dis- 
count control and open market opera- 
tions) but also the new reserve require- 
ment authority is inadequate to stop the 
inflation if it begins. But the external 
aspect, the chief concern of this discus- 
sion, is more complicated. 


DEFENSE oF Existine Gorp Poricy 


The official defense of the external 
policy contends that the gold inflow has 
occurred largely because of the capital 
inflow and partly because of an active 
trade balance (as in 1938), and cites 
the well-known flight from unfavorable 
conditions abroad as the chief reason for 
the capital flow. It also, however, em- 
phasizes the belief that recovery and 
stability here also count, and that these 
alleged conditions are proved by that 
inflow. In supporting the $35 price per 
ounce it asserts that within narrow lim- 
its (and translated of course into for- 
eign currencies at current exchange 
rates), substantially this same price 
prevails in other countries, and that 
slight variations in the price of gold 
would still occur if our official price 
were reduced to $10 or increased to $60. 
Getting to the heart of the matter, it 
further deals with the question whether 
“gold comes to the United States in 
large amounts because we give more 
goods and services for a dollar (or its 
monetary equivalent in foreign curren- 
cies)’ than does any other country.” 
With some qualification it asserts that 
this is not the case, and endeavors to 
prove the point by claiming: 


Were it true that an ounce of gold had a 
significantly higher purchasing power over 
American internationally traded goods than 
over foreign goods, indirect but definite 
evidence would be revealed in our trade 
figures. Our export excess would have so 
increased since 1933 that either we would 


have drained the outside world of all its 
monetary gold, or we would have forced 
other countries to adopt strict exchange or 
import controls or much higher tariff 
schedules. No such developments have 
occurred. (?!) 


Capital flows had just been men- 
tioned, but immediately the matter is 
explained in the outdated and inade- 
quate terms of goods and gold alone, as 
if they were the only items in the bal- 
ance of payments. And exchange and 
import controls have been the order of 
the day abroad. And the draining proc- 
ess continues! 

Against stoppage of our official gold 
buying, at least unilaterally (i.e. with- 
out co-operative support from others), 
it is argued that this wọuld cause the 
dollar to appreciate indefinitely on the 
exchanges, with consequent shrinkage 
of our exports, would disrupt all foreign 
exchange and bullion markets, and 
would in general lessen public conf- 
dence in gold as a medium—which 
would be particularly unfortunate for 
us since we possess so much gold. This 
last point is somewhat like admitting, 
in the vernacular, that the United States 
has a golden bear by the tail and cannot 
let go. 

The arguments against a reduction in 
our buying price are, with some modi- 
fications, of a similar order. If the 
change were small the effects might not 
be great, but capital imports might con- 
tinue or increase anyway; if there were 
foreign anticipation of further reduc- 
tion, more foreign gold might be 
“dumped” here. If the reduction were 
sharp and substantial, say to $25, there 
might be a drop in gold inflow or even 
an outflow. But the external apprecia- 
tion of the dollar would greatly hamper 
exports and induce a large inflow of 
competitive imports, and the internal 
deflation would greatly retard recovery 
—so runs the argument. And the pos- 
sible outflow of gold would probably go 
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to countries which already have a good 
deal, and not to the countries which 
most need it. Incidentally, it is added, 
gold production is important to a num- 
ber of countries, and a stoppage of or 
price reduction in our buying would 
greatly lessen their prosperity and in- 
directly ours, because they could then 
buy less of our merchandise exports. It 
is admitted that the gold drain from 
other countries is unfortunate for them 
and thus indirectly for us, but, it is 
said, this cannot be helped. The official 
arguments seldom mention the fact that 
a reduction in our gold price to its for- 
mer level would wipe out the large 
“bookkeeping” profit our Government 
made when it devalued the dollar.* 
As for the position in which we are 
placed by possessing great amounts of 
gold, it is admitted that these quantities 
are far more than enough for internal 
purposes, but the assertion has been 
noted that this can be controlled; these 
stocks are probably more than enough 
for settling international balances, 
which is the more important function, 
but this excess, it is said, need not cause 
much concern. At a time of great inter- 
national disturbances, the excess of gold 
provides protection against any “run on 
the United States.” (A significant 
point.) Nor are we in danger of get- 
ting “stuck” with our gold, because, 
whatever may be the future internal 
monetary policies of the various coun- 
tries, it is argued that gold will always 
be needed and desired for settling inter- 
national balances. Moreover, while our 
Government controls our gold flow, it 
always allows whatever imports or ex- 


18 Tt has been estimated recently that every 
dollar of reduction in gold price would cost 
the Treasury $550,000,000, and that if the 
price were cut to $25 this would wipe out the 
$1,800,000,000 ir the stabilization fund, and 
the Treasury would have to borrow $3,700,- 
000,000 of the gold certificates now held by 
the Federal Reserve banks as reserve for their 
note and deposit, liabilities. 


ports of the metal are needed for such 
commercial and financial transactions. 


Criticisms or Existrnc Gorp Poricy 


If the contentions in favor of the ex- 
ternal aspects of the present policy 
which are advanced by officials and by 
economists of the same view are some- 
what qualified but nevertheless compre- 
hensive, the attacks upon the policy are 
rather more sweeping. They usually 
begin and often end with two familiar 
pieces of ironic humor: (1) it is stupid 
to go to the trouble and expense of 
digging gold in the Transvaal and bury- 
ing it again at Fort Knox; (2) after 
“Uncle Sam” has drained the world of 
its monetary gold stock, the other na- 
tions will completely demonetize gold 
and “leave Uncle Sam holding the bag.” 
Beneath these grim jests, of course, lie 
serious analyses. Some of the facts and 
arguments on this side of the problem 
have been noted at various points above. 
Nor do the critics necessarily deny all 
the claims of the advocates. 

A representative line of reasoning 
may be traced. Our inflow of gold can- 
not be attributed to our devaluation of 
1934, especially since other countries 
were devaluing also. Nor is a difference 
in national price levels to be given as 
the cause; the proof of this is given 
more logically than by the advocates, 
by pointing out that at least prior to 
1938 our net credit on merchandise 
trade and on interest and dividends was 
declining and our net debit on account 
of services was rising; this would tend 
to cause an outflow of gold. The ex- 
planation lies in the net inflow of capi- 
tal. Moreover, the gold did not flow in 
because the capital was flowing in; the 
inflow of goid caused the inflow of capi- 
tal! 

This is a highly significant point, and 
undoubtedly true in large part; but it 
rests on the assumption that “gold is 
being sent here not to extinguish Ameri- 
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can claims on the outside world, but to 
establish foreign claims against this 
country... .” Re-examination of the 
nature of the capital movements shows 
that this has not been completely the 
case, but it has been partly so. 

It is then argued that foreign mone- 
tary authorities have discretionary au- 
thority over gold movements, and, un- 
hampered by a commitment to buy 
(and sell) gold at a predetermined price, 
can cause it to be exported to the United 
States (or not) as they wish. This of 
course hinges upon the balance of pay- 
ments, i.e., upon the willingness of the 
foreigners to buy something from us; 
but they have in fact been very willing 
to buy securities and short-term dollar 
claims, and to buy, very recently, rather 
more goods, especially war goods. 


Some significant arguments 


The familiar reasoning is presented 
that under the old gold standard these 
inflows would have been self-corrective, 
since they would have tended to depress 
commodity prices in the countries from 
which they came and to increase such 
prices here, thus stimulating imports of 
goods into, and inducing counterbal- 
ancing exports of gold out of, this coun- 
try (which was always at least good 
theory); but under present conditions 
gold is not used as money or a regu- 
lator of money in the other countries 
concerned (since they have no fixed 
content), and in this country it is so 
controlled as to have had, as yet, no 
very great tendency in fact to push 
the dollar upward on the exchanges and 
thus to reverse the old-time process."* 

This is a significant point. Even 
more significant is the contention that 
the flight of “hot” money to this coun- 
try could not have attained the pro- 


14 In recent months (ie. during the present 
war) many other leading currencies have 
fallen greatly in terms of dollars, but this 
has other, cbvious (war) causes. 


portions it has, had the United States 
not maintained its $35-an-ounce pur- 
chase policy. Perhaps at least as im- 
portant as the $35 price, one may add, 
possibly more so, in fact, has been the 
unlimited market which our Govern- 
ment has thus maintained by buying 
gold freely. Looking ahead, the coun- 
tries which have sold us the gold are 
not likely to want soon to take it back, 
since that would be inflationary and ex- 
pensive for them, although a motive for 
holding at least some of it might be a 
desire to keep the dollar high on the ex- 
changes so that American goods exports 
would be at a competitive disadvantage. 

Also significant is the argument, not 
only that almost nowhere else does gold 
any longer serve its old function as an 
internal regulator of monetary supply 
and therefore of commodity prices, but 
also that its function of adjusting inter- 
national balances is now “perverted” 
and “in process of atrophy,” while at 
the same time the United States, having 
abandoned redeemability, nevertheless 
has effected a sort of compromise 
whereby we still have a modified gold 
standard, i.e., a fixed gold content for 
our currency and a fixed gold-purchase 
policy. As a consequence, foreigners 
mostly prefer to have dollar claims in- 
stead of gold, and are likely to continue 
to do so, so that our gold dilemma in- 
creases. The benefit goes to gold pro- 
ducers (who are gaining from low gold 
production costs and the high price for 
gold made available by the United 
States), and in another and important 
sense to those who obtain dollar claims; 
and the burden is borne by the United 
States. So runs the criticism of the 
American gold policy. 


Tae OUTLOOK 
But the critics, conservative and oth- 
erwise, have frank difficulties in offering 
an acceptable solution. Our return to 
the full gold standard, with or without 
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the co-operation of other countries, un- 
der present conditions is practically in- 
conceivable; one of the many difficulties 
would be the return to the necessary in- 
ternational lending. The proposal to 
increase further our buying price for 
gold is occasionally urged on the ground 
that this would depress the dollar on the 
exchanges, stimulate our commodity ex- 
ports, and thus restore equilibrium. But 
with gold divorced from money and 
prices in most other important countries 
this is chimerical, and might even have 
the opposite effects because of foreign 
anticipation of further gold-price in- 
creases on our part. If we undertook to 
lower our gold purchase price, we would 
be in danger of suffering at least some 
of the consequences pointed out by the 
Treasury. 

If we made a serious mistake in set- 
ting up the original purchase plan, strict 
logic would indicate that we correct it 
now, by lowering the official price, or 
“turning it [gold] loose” to find its own 
level, which would probably be far be- 
low $35; but the very practical factors 
already mentioned prevent this from be- 
ing feasible. Again, to permit inflation 
here to run its course, in proportion to 
our gold holdings, would be equally im- 
practical and most unfortunate. The 
scheme to impose graduated tariffs upon 
gold imports and to grant subsidies on 
gold exports, and thus to create a two- 
price system in which gold imports 
would be checked, gold exports stimu- 
lated, and our gold holdings preserved 
at present value—this scheme is ingeni- 
ous, but scarcely workable. The very 
arguments of its advocates regarding 
foreign preference for dollars tell against 
it; the subsidy on gold exports might 
have to be very large in order to change 
this preference. 

In short, whatever elements of folly 
may, by fairly general admission, exist 
in the present policy and persistence in 
it (and it is not altogether foolish), and 


however important it may be for us and 
doubtless for world economy ir general 
to get gold back into greater use and 
better distribution, no panacea presents 
itself under present conditions. 

The outlook is clouded by unprece- 
dented economic uncertainties and by 
the highly unpredictable outcome of the 
present lightning war. During the last 
war some nations turned from prohibi- 
tion of gold exports to prohibition of 
gold imports; one cannot fight with 
gold, nor eat it. Moreover, if after the 
present struggle large economic blocs 
emerge, inter-national trade may dimin- 
ish, and, also, the trend toward barter 
may continue or increase. Even ignor- 
ing these further possible world eco- 
nomic transformations, the United 
States can dispose of its gold in a “nor- 
mal way” only by attaining very great 
net imports of goods and services or by 
making huge loans. Precisely the op- 
posite of the former is likely, and as 
for the latter, exhausted nations calling 
for rehabilitation will need goods, not 
gold. 

For the future, only some frankly 
political solution can be imagined, such 
as distributing our gold by gift among 
the American nations in order to estab- 
lish a hemisphere currency bloc—and 
any such schemes are of course highlv 
visionary. Economically we made a 
mistake, and apparently we are “stuck”; 
but in the absence of a panacea, for the 
present the only common-sense expe- 
dient is to be prepared to pocket our 
golden loss and profit by the experience 
in a rapidly changing world economic 
order. 


BIBLIOGRAPINCAL Note on THE GOLD PROBLEM 


A few of the more significant writings, in 
addition to ones previously cited, may be in- 
dicated here: (1) U S Treasury Press Release 
No. 16-83, consisting of a letter of March 14, 
1939 from Senator Robert F. Wagner, chair- 
man of the Banking and Currency Committee 
of the Senate, and a letter of reply dated 
March 22, 1939, from Secretary of the Treas- 
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ury Henry Morgenthau, Jr., the latter ex- 
tensively defending the existing governmental 
policy, (2) Fritz Lehmann, “The Gold Prob- 
lem,” Social Research, Vol. 7, No. 2 (May 
1940), pp. 125-50, largely supporting and 
elaborating the Treasury’s arguments. (3) 
Frank D. Graham and Charles R. Whittlesey, 
“Has Gold a Future?” Foreign Affairs, Vol. 
17, No. 3 (April 1939), pp. 578-98. (4) The 
same authors, Golden Avalanche (Princeton, 
1939), substantially along the lines of their 
article just cited, viewing the problem as 
serious and condemning the current policy. 
(5) E. A. Goldenweiser, “The Gold Problem 
Today,” Federal Reserve Bulletin, Jan. 1940, 
pp. 11 et seq, a concise and objective state- 
ment of the problem. (6) S. E. Harris, “Gold 
and the American Economy,” Review of Eco- 
nomic Statistics, Vol. 22 (Feb. 1940), pp. 1-12. 
(7) R. H. Brand, “Gold: A World Economic 
Problem,” International Conciliation, No. 333 
(Oct. 1937), pp. 663 et seg. For a treatment 
of the problem as it stood earlier, (8) John 
Donaldson, “Gold and International Trade,” 
Gold: A World Problem, Academy of World 


Economics, 1932. Further reference may also 
be made to (9) John Donaldson, The Dollar: 
A Study of the “New” National and Interna- 
tional Monetary System (New York: Oxford 
University Press, 1937), especially Chaps. V, 
VI, and VU; and (10) Paul Einzig, The Fu- 
ture of Gold, New York: The Macmillan Co., 
1935. In the present article above, consider- 
able emphasis has been given to the Morgen- 
thau letter on the one side, and to the Graham 
and Whittlesey arguments on the other. A 
few further current references may be given. 
(11) Discussions of the problem in current 
issues of bank bulletins, e.g., that of The Na- 
tional City Bank of New York for May 1940 
and June 1940, (12) Address of Secretary 
Morgenthau before the National Institute of 
Government, Washington, D. C., Friday, May 
3, 1940, a more popular and unqualified and 
less objective defense of present policy than 
that in his well-known letter to Senator’ Wag- 
ner cited above. (13) A letter of October 24, 
1939, from Secretary Morgenthau, replying to 
a letter of October 17, 1939, from Senator A. 
H. Vandenberg. 
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The American Farmer Looks Abroad 


By L. A. WHEELER 


Written June 22, 1940 


O A large extent the agricultural 

programs and policies of the United 
States since the end of the World War 
have been directed toward the correc- 
tion of maladjustments caused by the 
war. Basically, these maladjustments 
consisted, on the one hand, of expanded 
producing capacity and, on the other, 
of reduced effective demand resulting 
from the loss of foreign markets. 

The significance of agricultural poli- 
cies in relation to foreign trade cannot 
be understood except in the light of the 
basic relationship of American agricul- 
ture itself to foreign trade. 


RISE AND DECLINE OF AGRICULTURAL 
EXPORTS 

Beginning» with Colonial days, the 
agriculture of the United States has 
been dependent upon foreign markets. 
Tobacco from Maryland, Virginia, and 
the Carolinas was the outstanding ex- 
port product in Colonial times. Cotton 
exports started to develop in the early 
years of the nineteenth century, and 
soon cotton became the leading export 
product of the United States, a position 
it has retained practically up to the 
present time. With the opening up of 
virgin land in the Middle West and the 
development oi rail and water trans- 
portation around the middle of the nine- 
teenth century, other agricultural prod- 
ucts became important in our export 
trade. Among these may be mentioned 
such cereals as wheat, corn, and barley, 
and such livestock products as beef, 
pork, lard, cheese, and butter. 

These vast agricultural exports of the 
nineteenth century were made possible 
by a combination of factors. Of these 
the most important were the opening up 
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of new and fertile land and the intro- 
duction of cheap transportation in the 
West. However, the large exports were 
made possible by prices which often 
yielded the producer little, if any, re- 
turn. At the same time the growing 
industrialization and the expanding 
population of Western Europe called for 
quantities of foodstuffs and agricultural 
raw materials far beyond the ability of 
European agriculture to supply. Of 
all the surplus-producing countries, the 
United States was in the best position 
to satisfy this growing European de- 
mand, and the liberalization of Euro- 
pean commercial policy cleared the way 
for the flow of American agricultural 
exports. 

Another important fact should be 
noted. In the early years of our na- 
tional life it was necessary to obtain 
capital to develop the potentially vast 
resources of industry, mining, and agri- 
culture. This capital could be obtained 
only by borrowing abroad, and this bor- 
rowing was possible largely because of 
the potential producing capacity of 
American agriculture. The large active 
(export) balance of trade which devel- 
oped in the last quarter of the nine- 
teenth century and paid the interest and 
principal on the accumulated debt, con- 
sisted mainly of huge exports of agri- 
cultural products. 

Around 1900, agricultural exports 
from the United States tended down- 
ward. This downward trend was due 
primarily to the fact that the require- 
ments of our increasing population for 
certain agricultural products, notably 
livestock products, was expanding more 
rapidly than production; and, second, 
to the emergence of greatly increased 
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competition from other surplus-produc- 
ing countries, notably Canada, Argen- 
tina, and Australia. The result was 
that at the outbreak of the World War 
in 1914 the quantity of our agricultural 
exports was substantially lower than in 
1900. 


EFFECTS OF THE WorLD WAR AND 
THE DEPRESSION 


The World War brought far-reaching 
changes. After a year or two of uncer- 
tainty and hesitation, prices of agricul- 
tural products showed a marked rise, 
and these increased prices stimulated an 
expansion in our agricultural] plant, 
especially for the production of wheat. 
After the United States entered the 
World War agricultural production was 
stimulated still further, partly in re- 
sponse to appeals to increase supplies 
both for domestic use and for our Allies. 
An indication of the extent of this agri- 
cultural expansion is found in the in- 
crease of 70 per cent in the total acreage 
devoted to wheat in the United States, 
from 52,000,000 acres in 1913 to 74,- 
000,000 acres in 1919. 

The second outstanding development 
affecting our agricultural export situa- 
tion, brought about by the war, was the 
shift of the United States from one of 
the leading debtor countries of the 
world to one of the leading creditor 
countries. The significance of this de- 
velopment, which was largely over- 
looked at the time, lay, of course, in the 
fact that a passive (import) balance of 
trade was now called for. In order to 
continue large agricultural exports (and 
increasing industrial exports) and also 
receive payment on the debts owing to 
us from abroad, it was essential that 
imports be greatly increased. 

Actually, imports were discouraged 
rather than encouraged; but exports of 
agricultural products continued large 
during the 1920's, largely because we 


made huge additional loans which gave 
European countries the necessary pur- 
chasing power. 

In the meantime, however, Europe 
was restoring its agricultural plant. By 
1930 the crop acreage in Europe, ex- 
cluding Russia which had declined forty 
million acres during the war, had been 
restored to the prewar level, and pro- 
duction went beyond prewar levels be- 
cause of increased yields resulting from 
the introduction of more intensive meth- 
ods and improved varieties. 

In 1929, with the onset of the world 
depression, the loans from the United 
States ceased and the main prop for 
the agricultural export trade of the 
United States was abruptly removed. 
On the other side of the picture, un- 
precedentedly high trade barriers were 
introduced in European countries, and 
they took the new and more effective 
form of quotas and other quantitative 
limitations on imports. Supplemented 
by barter and exchange clearing agree- 
ments, these developments were carried 
farthest in the totalitarian states. They 
resulted in the practical exclusion of 
United States farm products during the 
thirties from what had been their sec- 
ond largest foreign market—Germany. 

Another serious blow to the farm 
export trade of the United States was 
the extension of British Empire prefer- 
ence in the Ottawa Agreements of 1932. 
These agreements gave the British Do- 
minions a preferential status in the 
world’s largest market for agricultural 
products—the United Kingdom. 

As a result of these and other factors, 
agricultural exports from the United 
States fell from a total value of $1,693,- 
000,000 in 1929 to a value of $662,000,- 
000 in 1932, a decline of more than 60 
per cent. Roughly, this decline in ex- 
ports represented a loss of markets 
equivalent to the production of from 
ten million to fifteen million acres of 
farm land, 
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AGRICULTURAL PoLIcres SINCE 1933 


This was the situation confronting 
American agriculture in 1933, when the 
agricultural policies with which this pa- 
per is concerned were put into effect. 

It will not be possible within the 
scope of the present paper to describe 
the evolution of these programs and 
policies in detail. We can only indicate 
briefly those at present in existence 
which have the most direct bearing on 
foreign trade. As a matter of con- 
venience these may be grouped under 
three headings: acreage adjustment, 
commodity loans, and surplus removal 
operations. Finally, reference will be 
made to the reciprocal trade agreements 
program as it bears on agriculture. 


ACREAGE ADJUSTMENT 


The first Agricultural Adjustment Act 
of 1933 provided for definite acreage al- 
locations for the principal export crops, 
namely, cotton, wheat, tobacco, corn, 
and rice, and for payments to producers 
who kept within such acreage alloca- 
tions. This feature has continued in 
the succeeding legislation and is the 
basic element in the current Soil Con- 
servation and Domestic Allotment Act 
of 1935. The philosophy back of this 
legislation was simply that there was no 
use to continue to produce large quanti- 
ties of the great export crops for mar- 
kets that no longer existed, and that the 
only way to keep acreage down was 
through positive action by the Federal 
Government. The extremely low prices, 
in some cases the lowest on record, dur- 
ing the first years of the world depres- 
sion had not led to a contraction of 
acreage. Neither had the pleas of the 
Federal Farm Board for a reduction in 
wheat acreage had any practical results. 

The major difference between the cur- 
rent agricultural adjustment legislation 
and the original act of 1933 is that the 


earlier act contained a provision for 
processing taxes on each of the basic 
commodities, the funds from which were 
used in making payments to farmers for 
keeping within acreage allocations; 
while in the current legislation the 
funds are obtained by direct appropri- 
ation, amounting to approximately 
$500,000,000 a year. Another differ- 
ence is that the current legislation gives 
special emphasis to the objective of soil 
conservation in connection with acreage 
reduction. 

It is not possible to measure precisely 
the effect of this legislation on the pro- 
duction of the major export crops. Some 
idea as to its significance may be seen 
from the fact that the acreage of cotton 
has been reduced from over 40,000,000 
acres in the early 1930’s to less than 
30,000,000 acres in the last few years. 
The harvested wheat acreage has fluctu- 
ated greatly, but in 1939 was about 
10,000,000 acres less than in 1930. The 
corn acreage declined from 110,000,000 
acres in 1932 to 89,000,000 acres in 
1939. On the other hand, the acreage 
devoted to flue-cured tobacco, the prin- 
cipal export type, showed an increase 
between 1932 and 1939 of approxi- 
mately 600,000 acres, or almost 100 per 
cent, and the acreage devoted to rice 
showed a slight increase during the 
1930's. 

On the whole, therefore, there has 
been a substantial reduction in the acre- 
age of the major export crops. But 
production has not declined in a corre- 
sponding manner. In fact, in the case 
of cotton, increased yields per acre, and 
especially the extraordinarily high yield 
in 1937, have largely offset acreage re- 
duction, In that year cotton production 
in the United States was the largest on 
record. Similarly in the case of corn, 
increased yields per acre have more cr 
less offset acreage reduction. 

In short, while the agricultural ad- 
justment program has resulted in some 
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reduction in the acreage devoted to the 
export crops, ample supplies for all 
available export outlets continue to be 
produced. As a matter of fact, in plan- 
ning acreage adjustment, continuation 
of exports has always been contem- 
plated. 


COMMODITY LOANS 


In 1933 the Commodity Credit Cor- 
poration was established for the purpose 
oi making loans to agricultural produc- 
ers. The purpose of these loans is to 
provide farmers with the alternative of 
selling their crops at the going market 
price or of holding them off the market 
by securing loans thereon. If the loan 
rate is above the market price, the tend- 
ency is, of course, for farmers to place 
some or all of their output under loan 
rather than to sell it on the market. 

It is apparent that the commodity 
loan program may have a significant 
bearing on export trade. This depends 
primarily on the relation between the 
loan rate and the open market price for 
a particular product. If the loan rate 
is significantly above the world market 
price, United States exports will tend to 
decline—to the advantage of other ex- 
porting countries in the world market. 
If the rate is equal to or below the world 
market price or if the market price ad- 
vances while the loan is in effect, ex- 
ports will continue to be made. 

Commodity loans have been in effect 
at one time or another on cotton, wheat, 
corn, and tobacco, among the leading 
export crops. As far as exports are con- 
cerned, the loan on cotton has had much 
the greatest significance. This is due 
partly to the fact that exports have rep- 
resented in the past approximately one- 
half the total production, and partly to 
the fact that the loans in certain years 
have been above the price that import- 
ing countries were prepared to pay, with 
a consequent restricting effect on the ex- 
port movement. This effect was par- 


ticularly noticeable during the 1938-39 
marketing season. 


Cotton 


In 1937, in the face of a total pro- 
duction of 19,000,000 bales, a loan rate 
on cotton of approximately 9 cents a 
pound was established. About 5,500,- 
000 bales of cotton from the 1937 crop 
were put under loan, but because of the 
extremely large supply there was still 
enough cotton outside the loan stocks to 
satisfy reasonably well the domestic and 
foreign demand. In 1938 the United 
States cotton crop totaled almost 12,- 
000,000 bales, which, together with the 
carry-over of 11,500,000 bales on Au- 
gust 1, 1938, made a total supply of 
American cotton during that season of 
about 23,500,000 bales, whereas normal 
world consumption of American cotton 
rarely exceeds 12,000,000 or 13,000,000 
bales. 

In view of this huge supply and 
prospective low prices resulting there- 
from, it was decided to continue a cot- 
ton loan program. The rate established 
in the 1938-39 marketing season also 
was approximately 9 cents per pound. 
This rate proved to be above the price 
that foreign consumers were prepared to 
pay for American cotton during that 
year, and, largely because of that fact, 
United States cotton exports of 1938-39 
amounted to only 3,500,000 bales—the 
smallest in about fifty years. On the 
other hand, the exports of cotton from 
most other surplus-producing countries 
were larger than usual. 

As a result of the very small exports 
and less than average domestic con- 
sumption, the carry-over of American 
cotton in the United States as of August 
1, 1939 reached the extraordinarily 
large total of about 13,000,000 bales, of 
which 10,000,000 bales were under Gov- 
ernment loan. The existence of these 
tremendous stocks, amounting to a full 
year’s normal production, made some 
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kind of action by the Federal Govern- 
ment essential. 

Actually, the alternatives available 
were few. Under Section 281(c) of the 
Agricultural Adjustment Act, the Com- 
modity Credit Corporation is inhibited 
from disposing of loan stocks of cotton 
at a rate less than the actual loan plus 
carrying charges. Incidentally, cotton 
is the only product to which this provi- 
sion applies. It was thus not possible 
for the Commodity Credit Corporation 
to dispose of the loan stocks simply by 
selling at a loss. It was therefore de- 
cided to adopt a direct export subsidy 
program under which the Government 
would pay 1% cents per pound on cot- 
ton exports. The principal objective 
was to assure against a further addition 
to the loan stocks out of the 1939 crop. 
As a matter of fact, while a loan of 9 
cents a pound was offered on the 1939 
crop, practically no cotton from that 
crop went into the loan. Moreover, 
some 2,000,000 bales of cotton of earlier 
crops were taken out of the loan and 
sold either in the United States or in 
export markets, 


Tobacco 


One of the most effective programs of 
the Commodity Credit Corporation re- 
lates to tobacco. In this case the op- 
eration consisted of an outright pur- 
chase rather than a loan. As a result of 
the European war, the British Govern- 
ment in September 1939 decided not to 
make dollar exchange available to pay 
for American tobacco. ‘This decision 
disrupted the flue-cured tobacco mar- 
kets in Virginia and the Carolinas, since 
over a fourth of the total United States 
production of this type and an even 
larger proportion of the highest quality 
leaf had been sold in the British market. 
In view of the situation, the Commodity 
Credit Corporation worked out an 
agreement. with the British tobacco-buy- 
ing companies under which the Corpora- 


tion bought the amount and qualities of 
tobacco which the companies otherwise 
would have bought, and gave them an 
option to purchase the tobacco at any 
time up to July 1941. This permitted 
the tobacco auctions to reopen and the 
marketing of the 1939 crop to proceed 
in an orderly fashion. 


SURPLUS REMOVAL OPERATIONS 


Of the various agricultural programs, 
the surplus removal operations of the 
Surplus Marketing Administration have 
the most bearing on foreign trade. Of 
these operations, those which involve 
export subsidies are of the most direct 
interest from the point of view of the 
present discussion. 

Export subsidies are authorized by 
Section 32 of the Agricultural Adjust- 
ment Act of 1935.1 This section pro- 
vides for the allocation of 30 per cent 
of the customs revenue of the United 
States for the diversion of surpluses into 
foreign markets and into other than 
usual domestic channels. Up to the 
present time, a larger part of the funds 
expended has been used for domestic 
surplus removal than for export sub- 
sidies. 

In the introduction of export pro- 
grams by the Department of Agricul- 
ture, the following general principles 
have been kept in mind: first, that ex- 
port subsidies are undesirable as a gen- 
eral principle and should be confined to 
emergency situations; second, that ex- 
port subsidies are not to be used to ob- 
tain foreign outlets for products not 
customarily exported from the United 
States; and, third, with respect to the 
regularly exported products, that export 
subsidies should not be used to gain for 
the United States more than its fair 
share of the existing foreign import de- 
mand. Every effort has been made to 
achieve the objectives envisaged through* 


1 Public No. 320, 74th Cong., approved Aug. 
24, 1935. 


; 
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international agreement, rather than 
through export subsidies. The principal 
commodities on which export subsidy 
programs have been in effect are wheat 
and cotton. 


Wheat 


In the case of wheat, on which export 
subsidies have been in effect at one time 
or another since 1933, the general ob- 
jective has been to bring United States 
wheat exports up to 100,000,000 bush- 
els a year. This quantity represented 
somewhat less than 20 per cent of the 
existing world import demand for 
wheat, or about the same percentage 
supplied by the United States during 
the 1920's and also during the years im- 
mediately preceding the World War. 
In the marketing years 1937-38 and 
1938-39, this objective was achieved. 
In the current year, 1939-40, the ex- 
ports will probably be less than 50,000,- 
000 bushels, due partly to the fact that 
unfavorable weather conditions have re- 
duced the prospects for wheat produc- 
tion in 1940 and have correspondingly 
reduced the need for the usual volume 
of exports. 


Cotton 


A cotton export program was intro- 
duced in July 1939 following exception- 
ally low exports during the marketing 
year 1938-39. In that year, as has al- 
ready been pointed out, exports of cot- 
ton from the United States were the 
lowest in almost fifty years, amounting 
to only ‘3,500,000 bales, compared with 
the usual annual exports of around 
6,000,000 bales. The exports of cotton 
during the current marketing year, 
1939-40, approximate 6,000,000 bales. 
The extent to which the export subsidy 
program contributed to this expansion 

-in cotton exports during 1939-40 can- 
not be measured statistically. Other in- 
fluences played a significant role. Most 
foreign countries, notably the United 


Kingdom, were low on stocks of Ameri- 
can cotton and needed to build up their 
stock position. Furthermore, there was 
a general fear that shipping costs would 
rise. Nevertheless, it seems clear that 
the export subsidy, amounting in the 
beginning to 1%4 cents per pound, was 
a leading cause of the increased export 
movement. The cost of the subsidy 
program, which covered cotton manu- 
factures as well as raw cotton, will be 
in the neighborhood of $40,000,000. 


Corn and other crops 


In May 1940 an export program was 
adopted with respect to corn. Under 
this program a sale of more than 20,- 
000,000 bushels of corn was made to 
the United Kingdom. The corn that 
is being sold under this program comes 
from stocks of the Commodity Credit 
Corporation, and in this respect the pro- 
gram differs from those on wheat and 
cotton, where direct subsidies are put on 
exports of these products from the regu- 
lar commercial supply. 

Other export subsidy programs have 
covered a few specialty crops, such as 
walnuts, pecans, winter pears, and dried 
prunes. In the cases of walnuts and 
pecans the general principle of restrict- 
ing export subsidies to products for- 
merly exported in large volume was not 
followed. But in the case of walnuts 
considerably larger funds were used for 
diversion into domestic channels than 
for export, and in the case of pecans 
the major objective was to develop a 
foreign outlet for a product which is 
produced almost exclusively in the 
United States. 


AGRICULTURAL PROGRAMS AND 
TRADE AGREEMENTS 


There has been considerable criticism 
in the past of the agricultural programs 
affecting foreign trade in their relation 
to the reciprocal trade agreements pro- 
gram which has been in effect since 
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June 1934. This criticism usually takes 
one of two forms. First, it is argued 
that the agricultural programs tend to 
restrict production and to increase 
prices, and thus interfere with one of 
the major objectives of the trade agree- 
ments program, which is to expand ex- 
port outlets for agricultural products. 
The second criticism relates to the so- 
called inconsistency of an agricultural 
program on the one hand, which re- 
stricts production and raises prices, and 
a trade agreements program on the 
other, which, through the reduction of 
import duties, increases the imports of 
competitive agricultural products into 
the United States. 

A reasonably plausible theoretical 
case could be made as regards the first 
of these two criticisms, if a large volume 
of exports regardless of farm prices and 
income were the only objective. It goes 
without saying that a laissez faire policy 
with respect to agriculture would result 
in lower prices and thus in larger ex- 
ports. In fact, such low prices would 
probably have been more effective in 
expanding the quantity of agricultural 
exports than any reductions in foreign 
trade barriers that could be obtained 
through trade agreements. But it is 
hardly conceivable that the United 
States Government would be in a posi- 
tion to pursue such a course in the face 
of the widespread distress among farm- 
ers existing in the early thirties, espe- 
cially when it is considered that vir- 
tually every government in the world 
was actively promoting price-lifting 
measures for agriculture. 

No case at all can be made for the 
second criticism, for the simple reason 
that our own tariff concessions in trade 
agreements have been so arranged as 
not to permit an expansion of imports 
of agricultural products on which do- 
mestic agricultural programs have been 
in effect. The technique followed to 
achieve this end has been either a selec- 


tion of particular qualities of foreign 
products which are not directly com- 
petitive, the selection of particular sea- 
sons of the year when imports are not 
significantly competitive, or the restric- 
tion of import concessions to a stated 
quantity of imports. In the last-named 
case, the quantity is selected in the 
light of the particular situation with re- 
spect to that product in the United 
States. 


Complementary programs 


As a matter of fact, the reciprocal 
trade agreements program and the agri- 
cultural programs as they have actually 
been developed have been complemen- 
tary. From the agricultural standpoint 
it was deemed necessary to employ a 
program which would safeguard income 
to producers particularly of those crops 
which had suffered from severe losses 
in export outlets. On the other hand, 
the trade agreements program was de- 
signed to rebuild such outlets on the 
only conceivably sound basis, that of 
making possible larger imports from 
abroad to pay for our exports, and at 
the same time securing reductions in 
foreign import restrictions on American 
goods. 

The relationship between the two 
programs has probably never been bet- 
ter set forth than in a statement of the 
Secretary of Agriculture before the Sen- 
ate Finance Committee in February 
1937 in supporting the first renewal of 
the Trade Agreements Act: 


. .. the Department of Agriculture does 
not consider the trade agreements program 
a cure-all for our agricultural problem or a 
substitute for other farm programs. We 
do consider it an important and highly de- 
sirable supplementary program. With a 
return of ordinary weather American agri- 
culture is going to be faced once more with 
the basic problem of exportable surpluses. 
We cannot get away from the fundamental 
fact that our agricultural plant, as it exists 
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today, will in years of ordinary weather 
produce more than can be consumed at fair 
prices within the United States. We be- 
lieve that it is extremely important to 
maintain, on a sound basis, as large a for- 
eign outlet for our export products as pos- 
sible, consistent with sound soil ccnserva- 
tion practices. We believe that this can 
only be dene through permitting larger im- 
ports of goods and services from abroad to 
pay for our larger exports and through se- 
curing reductions in extremely high foreign 
trade barriers. The trade agreements pro- 
gram is making definite progress along this 
line. 


TEE PRESENT SITUATION 


Unfortunately, it has not been pos- 
sible in the face of world conditions 
that have developed for reciprocal trade 
agreements to open up the needed ex- 
port outlets. Not only that, but the 
European war has greatly reduced the 
foreign markets for American agricul- 
tural products. It is possible, of course, 


that war devastation may call for con- 
siderable quantities of the excess food, 
feed, and fiber supplies of this country. 
In that event, adequate supplies are 
available. For example, at the begin- 
ning of the respective marketing seasons 
for the 1940 crops it is estimated that 
there will be on hand carry-over stocks 
amounting to approximately 11,000,000 
bales of cotton, or about twice the nor- 
mal quantity; over 600,000,000 bushels 
of corn, or three times the normal quan- 
tity; and nearly 300,000,000 bushels of 
wheat, or over twice the usual carry- 
over in the 1920's. 

To sum up, the outstanding charac- 
teristic of the agricultural policy of the 
1930’s, with which should be included 
the reciprocal trade agreements pro- 
gram, has been its flexibility. This flex- 
ibility augurs well for any new tasks 
that agricultural policy may be called 
upon to perform in the years imme- 
diately ahead. 


L. A. Wheeler ts director of Foreign Agricultural 
Relations of the United States Department of Agri- 
culture, Washington, D.C. He has been employed in 
foreign trade work in the Federal Government since 
1923. He was a delegate to the World Economic 
Conference and to the World Wheat Conference, both 
held in London in 1933, and a delegate to the General 
Assemblies of the International Institute of Agricul- 
ture at Rome in 1936 and 1938. He has represented 
the Department of Agriculture on the interdepart- 
mental Trade Agreements Committee since the in- 
auguration of the trade agreements program. 


Export-Import Bank Operations 


By Warren LEE PIERSON 
Written July 15, 1940 


HE Export-Import Bank of Wash- 

ington was established as an agency 
of the United States in order to assist 
in financing foreign trade. In 1933 the 
Congress had enacted broad legislation 
by means of the Agricultural Adjust- 
ment Act and the National Industrial 
Recovery Act to promote the economic 
rehabilitation of agriculture and indus- 
try. In addition, the powers of the Re- 
construction Finance Corporation had 
been extended for the purpose of facili- 
tating the operations of various types of 
financial institutions. Although these 
powers included authority to finance the 
sale of surplus agricultural commodities 
in foreign markets, there was no gen- 
eral power in any agency of the Govern- 
ment to make foreign loans or loans 


upon the security of foreign collateral. 


HISTORICAL 


Early in 1934 the United States rec- 
ognized the Union of Soviet Socialist 
Republics, and an immediate and sub- 
stantial increase in trade between the 
two countries was expected to follow. 
To facilitate such trade, the President, 
by Executive Order No. 6581, issued on 
February 2, 1934, authorized the crea- 
tion of the Export-Import Bank of 
Washington under the laws of the Dis- 
trict of Columbia. Pursuant thereto 
the Bank was established on February 
12, 1934, with an authorized capital 
stock of $11,000,000 consisting of $1,- 
000,000 of common stock and $10,000,- 
000 of preferred stock. The Secretary 
of State and the Secretary of Commerce 
were authorized to subscribe to the com- 
mon stock of the Bank with funds ob- 
tained from the appropriations made by 
the Fourth Deficiency Act, approved 
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June 16, 1933.1. The preferred stock in 
the Bank was purchased by the, Recon- 
struction Finance Corporation. 

Shortly after its creation the Board 
of Trustees of the Bank took the posi- 
tion that trade with the Soviet Union 
should not be financed in the absence of 
the settlement of the debts and claims 
between the latter country and the 
United States upon a basis satisfactory 
to the President. Pending such an ar- 
rangement and as evidence of good 
faith, the credit facilities of the Bank 
for over a year were reserved solely for 
the anticipated Soviet trade. 

To permit the extension of credits to 
the Republic of Cuba, the Second Ex- 
port-Import Bank of Washington, D. C. 
was likewise created under the laws of 
the District of Columbia, on March 12, 
1934, pursuant to Executive Order No. 
6638, dated March 9, 1934. It was 
soon apparent, however, that similar 
credit facilities were needed to finance 
desirable foreign trade with other coun- 
tries. As a consequence, the Second 
Bank expanded its activities to include 
all nations except the Soviet Union. 

Congress took formal cognizance of 
the Banks on January 31, 1935, and 
authorized their continuance as Govern- 
mental agencies until June 16, 1937, or 
such earlier date as might be fixed by 
the President by Executive Order. At 
the same time the usefulness of the two 
institutions was promoted by the addi- 
tion of certain powers, such as the right 
to discount obligations, which were not 
permitted by the banking laws of the 
District.2 Subsequent legislation has 


1 Public No. 77, 73d Congress. 
2Public No. 1, 74th Congress, approved 
January 31, 1935. 
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extended the original Bank as an agency 
of the United States to June 30, 1941.3 

Following the breakdown of the So- 
viet debt negotiations early in 1935, the 
trustees authorized the gradual with- 
drawal from business of the Second 
Export-Import Bank of Washington, 
D. C. and the transfer of its commit- 
ments and loans to the Export-Import 
Bank of Washington. All preferred 
stock of the Second Bank, in the 
amount of $2,500,000, was retired on 
July 29, 1935. Dividends thereon were 
paid from earnings. The Bank was 
fully liquidated and went out of exist- 
ence on June 30, 1936, and the full 
amount of the original common capital, 
to wit, $250,000, was returned to the 
United States Treasury. 


STATUS AND STRUCTURE 


At the present time the Bank func- 
tions as a banking corporation under 
The Code of the District of Columbia, 
and is also authorized to act as an 
agency of the United States through 
June 30, 1941. By reason of its or- 
ganization as a banking corporation, it 
is subject to the supervision of the 
Comptroller of the Currency in the 
same manner as other District banking 
corporations. The Bank has not ac- 
cepted any deposits, a factor which has 
obviated the need for following certain 
banking practices, such as the mainte- 
Jesse H. Jones 


R. Walton Moore 
Edward J Noble 


nance of reserves. It has not engaged 
in the outright insurance of export cred- 
its, but, by means of purchasing or dis- 
counting foreign obligations on a “non- 
recourse” basis, it has assisted American 
exporters in much the same manner as 
foreign exporters are aided under credit 
insurance plans of their respective gov- 
ernments. Because of its limited re- 
sources, however, this form of financing 
has been restricted to selected projects 
and has not encompassed “run of the 
mill” exports. 

In addition to periodic examinations 
by the Office of the Comptroller of the 
Currency, the Bank as a Governmental 
agency is also under the control of the 
Bureau of the Budget and its transac- 
tions are audited by the General Ac- 
counting Office. Administrative ex- 
penses are allocated from its capital 
funds each year by an Act of Congress. 
Earnings of the Bank have been more 
than sufficient to cover these outlays as 
well as the payment of dividends upon 
preferred stock. The personnel of the 
Bank is now under Civil Service with 
the exception of the officers in policy- 
determining positions and certain ex- 
perts. By reason of Reorganization 
Plan No. 1, issued on April 25, 1939, 
the Bank is a part of the Federal Loan 
Agency. However, this reorganization 
has not changed the operations of the 
Bank. At the present time the Board 
of Trustees is made up as follows: 


Administrator, Federal Loan Agency 
Counselor, Department of State 

Under Secretary of Commerce 

Chairman, Reconstruction Finarce Corporation 


Emil Schram 
Warren Lee Pierson President, Export-Import Bank 
Harry D White 


Carrell B Merriam 
Russell L. Snodgrass 
H. A. Mulligan 

W. J. Johnson 
Leslie A. Wheeler 


2 Public No 2, 75th Congress, approved 
January 26, 1937, and Public No. 3, 76th 
Congress, approved March 4, 1939. 


Director, Monetary Research, Treasury Department 

Director, Reconstruction Finance Corporation 

Assistant General Counsel, Reconstruction Finance Corporation 
Treasurer, Reconstruction Finance Corporation 

Assistant Chief, Examining Division, Reconstruction Finance Corporation 
Director, Foreign Agricultural Relations, Department of Agriculture 


All interested Departments of the 
Government have representation on the 
Board of Trustees and are thus afforded 
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ample opportunity to review the Bank’s 
operations. The first six members of 
the Board act as an Executive Commit- 
tee and handle many of the Bank’s ac- 
tivities. 


Basis AND TERMS OF LOANS 


In the early days of the Bank, loans 
were made to American exporters 
largely on a “full recourse” basis. 
Later the requirements of the Bank 
were modified to permit the outright 
purchase from American exporters of a 
certain percentage of foreign obligations 
received in payment for capital goods 
or heavy machinery. This participation 
was originally fixed at approximately 50 
per cent of the credit extended to the 
foreign purchaser, provided the last ma- 
turities were retained by the American 
exporter. This modification of the 
Bank’s requirements greatly assisted 
American exporters in meeting foreign 
competition, although it was later found 
that the amount of the “without re- 
course” participation had to be in- 
creased somewhat in order to enable 
American manufacturers to compete 
successfully for some types of business. 
The current practice of the Bank is to 
underwrite from 50 per cent to 75 per 
cent of the credit in carefully selected 
cases. 

The exporter is ordinarily required to 
obtain notes or other obligations pay- 
able in United States currency and to 
have such notes indorsed or guaranteed 
by a responsible bank, preferably the 
bank of issue, in the foreign country. 
The interest rate on loans has ranged 
from 4% per cent to 6 per cent, depend- 
ing on the maturities, and, in addition, 
the Bank has imposed a small charge 
payable solely by the American ex- 
porter, oa the amount of the Bank’s 
participation. Recently the interest 
rate has been fixed at 4 per cent for 
medium-term obligations issued or guar- 
anteed by the government of the foreign 


purchaser and/or the central bank 
thereof. At first the Bank did not favor 
the extension of credits running longer 
than two or three years; but this period 
has been gradually extended, partly to 
enable exporters to meet increasingly 
stiff competition, and partiy in recog- 
nition of the fact that such periods were 
too short to permit the capital goods 
so financed to produce the desired bene- 
ficial effect on the economy of the pur- 
chasing country. 

Since the sale of agricultural com- 
modities involves small profits, the 
American shippers are unwilling to 
carry any considerable percentage of 
the risk. As a consequence, the Bank 
has increased its participation to around 
80 per cent of the c.i.f. value of those 
products. With few exceptions, such 
credits have not exceeded twelve 
months. Because of the tremendous 
volume of exports of American agricul- 
tural commodities, particularly cotton, 
the Bank has moved cautiously in order 
to avoid disturbing well-established 
trade practices. Credits have been au- 
thorized under circumstances which it 
was believed would result in maintain- 
ing or extending traditional markets 
without upsetting the customary meth- 
ods of repayment. Such credits have 
been confined largely to the exportation 
of cotton and tobacco, and have in- 
volved shipments to Italy, Poland, Fin- 
land, Spain, Sweden, Czechoslovakia, 
Norway, Latvia, Hungary, and Aus- 
tralia. Total cotton credits have been 
utilized in the amount of $29,671,- 
168.49 as of June 30, 1941. The pres- 
ent war has forced the Bank to suspend 
some of its commitments. 


SPECIAL TRANSACTIONS 
In addition to the two broad classi- 
fications of loans to finance the exporta- 
tion of agricultural and industrial prod- 
ucts, the Bank has entered into a num- 
ber of special transactions. The first 
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and most important of these transac- 
tions consisted of financing the purchase 
and coinage of silver bullion for the Re- 
public of Cuba. Five different loans 
were made for this purpose, aggregating 
$27,318,152.89, all of which have been 
repaid in full. 

The second class of special transac- 
tions relates to credits extended to the 
central banks of Argentina, Brazil, Co- 
lombia, Nicaragua, Paraguay, Peru, and 
Sweden, in order to provide dollar ex- 
change between export seasons or to 
meet emergency situations. The indi- 
rect effect of loans of this type is to 
stabilize the foreign currency position of 
the foreign bank or government. They 
relieve the strain of any shortage in for- 
eign exchange and assist the foreign 
bank or government to maintain the 
value of its currencies. The loans to 
Colombia and to the Scandinavian 
countries are largely of this character, 
as were two loans made by the Bank to 
assist in the liquidation of blocked ex- 
change in Brazil. 

The third class of special loans con- 
sists of those made to finance the cost 
of construction projects in foreign coun- 
tries. For example, the Bank has made 
loans to American contractors in Haiti 
and Paraguay covering the cost of con- 
structing vitally needed highways and 
public works projects. A substantial 
part of these loans has been used to 
purchase American machinery, equip- 
ment, and supplies, and to defray the 
cost of engineering services. The usual 
practice of the Bank is to seek the ad- 
vice and assistance of the United States 
Bureau of Public Roads when providing 
credits of this character. 

In addition to the foregoing, the 
Bank has taken over and is liquidating 
certain foreign loans previously held by 
other Governmental agencies. This re- 
sults in one agency’s handling all active 
foreign commercial loans of the Govern- 
ment. 


The capital-goods or heavy-machin- 
ery credits previously mentioned are 
usually negotiated by American export- 
ers as a means of expediting the sale of 
their manufactured products. Occa- 
sionally loans are authorized to corpora- 
tions whose obligations are guaranteed 
by a foreign government or central 
bank. Examples are the Universal 
Trading Corporation and the Finnish- 
American ‘Trading Corporation—two 
New York companies acting on behalf 
of the Governments of China and Fin- 
land, respectively; and Corporacion de 
Fomento de la Produccion set up under 
Chilean law by the Chilean Govern- 
ment. 

The extent of participation by Amer- 
ican exporters in the granting of credits 
to finance purchases by such agencies is 
determined in negotiations carried on 
directly between the interested parties. 
Funds are disbursed only against the 
exportation of American products. 

Occasionally the formal guaranties by 
foreign governments or banks are ac- 
companied by provisions for the impor- 
tation of strategic materials, the pro- 
ceeds from the sale of which are applied 
to the liquidation of the loan. The ad- 
vances to the Universal Trading Cor- 
poration, for example, are being repaid 
from proceeds of imports of tung oil and 
tin. Notwithstanding the immense dif- 
ficulties which have confronted war-torn 
China, substantial quantities of the two 
named commodities have been exported 
from that country. Furthermore, the 
credits extended to Universal Trading 
Corporation, aggregating $45,000,000, 
have enabled American products to con- 
tinue to flow to one of the world’s great- 
est potential markets. 


Business FEATURES 
Every effort is made by the Bank to 
utilize to the fullest possible extent the 
services of American commercial insti- 
tutions. Whenever feasible, the private 
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Year Authorizations 
1934 $11,466,136.69 
1935 45,658,010.00 
1936 55,603 866.99 
1937 21,327,824.06 
1938 74,820,091 .89 
1939 74,731,827.14 
Jan. 1 to June 30, 1940 153,276,362.96 





Totals 


$436,884,119.73 





Advances Repayments 
$ 3,774,864.11 $ 3,774,724.93 
10,255,164.09 5,983,875.79 
21,113,216.30 7,812,014.87 
7,690,316.23 7,891,789.50 
18,602,974.01 9,772,939.96 
§3,743,086.99 14,701 ,039.57 
44,863 ,612.43 11,588 ,673.09 





$160,043 ,234.16 


$61,525,057.71 





* Undisbursed commitments are in excess of $100,000,000. 


banks are authorized to handle docu- 
ments and advance funds on behalf of 
the Export-Import Bank. In practice, 
the commercial bank acts in accordance 
with an agency agreement whereby the 
Export-Import Bank undertakes to re- 
imburse it in full at any time in the 
amounts advanced. This has proved 
advantageous to both parties. The 
commercial bank is enabled to retain 
valuable connections with American ex- 
porters and foreign importers, and to 
maintain existing machinery for han- 
dling foreign business. The Export- 
Import Bank, at the same time, has not 
been required to employ and train per- 
sonnel for the purpose of handling op- 
erations of a routine nature. Interest 
payments are divided between the Ex- 
port-Import Bank and the interested 
“commercial institutions upon a mutually 
satisfactory basis. 

Originally the only limitation upon 
the amount of money which the Bank 
might Jend was the aggregate amount of 
preferred stock which the Reconstruc- 
tion Finance Corporation would pur- 
chase “at the request of the Secretary of 
the Treasury with the approval of the 
President.” In 1939, however, Congress 
limited to $100,000,000 the total loans 
which might be outstanding at any one 
time, which amount was recently raised 
to $200,000,000.* 

4On July 22, 1940 President Roosevelt re- 
quested Congress to increase the capital and 


The business of the Bank has showr 
a steady upward trend, as is illustratec 
by the accompanying table. ` 

Many factors, some of which do noz 
ordinarily concern private institutions, 
must be considered in acting upon ap- 
plications for Export-Import Bank 
loans. Among the questions the re- 
sponsible officers of the Bank must ask 
themselves are the following: What ef- 
fect will the proposed transaction have 
upon the domestic economy of the 
United States? Will the loan, if made, 
contribute to friendly relations with the 
foreign country concerned? Will ths 
accommodation result in stimulating de- 
sirable export business in a “natural? 
trade sphere? How will the interests 
of private United States creditors of 
the foreign country be affected? 

In addition to such considerations, 
the usual inquiries must be made re 
garding the credit value of the foreign 
security to be received, and the method 
and source of repayment, including the 
availability of dollar exchange at mz- 
turity dates, 

Requests to finance the sale of mun:- 
tions are frequently received, but by 
law the Bank is prohibited from mak- 
ing any loan in connection with the sale 
of articles (except aircraft exclusively 





lending authority of the Export-Import Bark 
by $500,000,000 for financing and orderly 
marketing of pan-American surpluses,—En- 
ITOR, 
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for commercial purposes) listed as arms, 
ammunition, or implements of war by 
the President of the United States pur- 
suant to the Neutrality Act of 1939. 
The same act likewise prohibits the 
Bank from making loans to any gov- 
ernment which on April 13, 1934 was 
in default in the payment of its obliga- 
tions or any part thereof to the Gov- 
ernment of the United States. While 
this removes the authority of the Bank 
to provide financing in behalf of de- 
` faulting nations as permitted under the 
so-called Johnson Act, the limitation 
has had no practical effect upon the 
Bank’s operations, inasmuch as commit- 
ments of this character have neither 
been made nor considered. 

Only a small part of the Bank’s busi- 
ness has consisted of financing the im- 
portation of foreign products. This is 
primarily due to the fact that the Amer- 
ican importer is normally able to obtain 
adequate financing for imports from 
private American banking institutions. 
As a rule, the commercial bank is in a 
position to obtain a pledge covering the 
imported products at the time of mak- 
ing its advances, so that the transaction 
has all the attributes of a domestic 
credit and there is little need for the 
intervention of the Export-Import 
Bank. In the few cases where the Bank 
kas undertaken to finance selected im- 
“ports, its purpose has been to assist the 
economy of the producing country by 
increasing the amount of dollar ex- 
change available to such country and 
at the same time developing a market 
for useful products which are not in 
competition with those of which the 
United States already has a surplus. 


NEED FOR THE BANK 


The Export-Import Bank was set up 
to meet an emergency situation grow- 
ing out of the depression, and has pro- 
ceeded with the thought that with the 
return of the world to more nearly nor- 
mal conditions its activities would be 
taken over by commercial banks. The 
outbreak of the present war, however, 
has been followed by a further disinte- 
gration of international trade, and one 
would have to be more than an optimist 
to believe that the situation can be ex- 
pected to improve within the near fu- 
ture. 

Undoubtedly for some time to come, 
the foreign trade of many countries 
will be under the direct and possibly the 
exclusive control of their respective gov- 
ernments. To deal competitively with 
such highly organized entities, the 
United States exporter mand perhaps 
also the importer—must seek increasing 
assistance from his own Government. 
The problems will be many and serious, 
but perhaps not insoluble provided there 
is recognition of the importance of pro- 
tecting in all possible directions the 
fundamental conception of individual 
enterprise. While conscious of the mod- 
est part the Export-Import Bank~ has 
played to date with respect to the enor- 
mous foreign trade of the United States, 
I feel that it has served, and is serving, 
a useful purpose. The need for a gov- 
ernmental agency of this type is greater 
today than ever, and it is to be hoped, 
therefore, that the Congress will enact 
legislation which will permit the Bank 
adequately to meet its increasing re- 
sponsibilities, both to industry and to 
agriculture. 


‘Warren Lee Pierson, A.B., LL.B., has been president 
of the Export-Import Bank of Washington since 1936. 
He was formerly general counsel and trustee of the 
Bank, and counsel for the Reconstruction Finance 


Corporation. 


Building an American Merchant Marine 


By Emory S. LAND 
Written May 8, 1940 


O BUILD an American merchant 

marine’ is to apply practically the 
frequently diverging requirements of 
commercial self-interest, patriotism, mil- 
itary and naval preparedness, concern 
for the workingman, concern for the 
owner of property, and concern for the 
consumer—in this instance, not only the 
vast American public which travels, but 
the even vaster American public which 
imports and exports or consumes the 
imports and produces the exports of our 
Nation. Even the most exacting lab- 
oratory scrutiny of the merchant marine 
requires its consideration as a complex 
of many influences and factors, and each 
component must be considered in its re- 
lation to the others. 


BEGINNING OF AMERICAN SHIPPING 


In the days before the United States 
was even a glint in the eye of the most 
rabid and revolutionary colonist, the 
shipping industry had its start. In 
1607, on the banks of the Kennebec 
River in what is now Maine, a pinnace 
named the “Virginia” was built and 
launched. This interest in shipping was 
a natural economic development for a 
province poor in natural resources and 
lacking in means of communication. 
When that province became a nation, 
the possession of a strong shipping in- 
dustry, and consequently of a strong 
shipbuilding industry, was imperative. 
One of the first Acts of the new United 
States Congress extended Government 
assistance to shipbuilding. Typical of 
the understanding of the merchant ma- 
rine problem among the leaders in the 
founding of the Republic was that ex- 
hibited by Thomas Jefferson. As Sec- 
retary of State in 1791, he replied to a 
House Resolution explaining clearly and 


cogently the value of shipping for com- 
merce and for national defense. He 
said: 


Its value, [shipping] as a branch of in- 
dustry, is enhanced by the dependence of 
so many other branches on it. In times of 
general peace it multiplies competitors for 
employment in transportation, and so keeps 
that at its proper level; and in times of 
war, that is to say, when those nations whe 
may be our principal carriers, shall be at 
war with each other, if we have not within 
ourselves the means of transportation, our 
produce must be exported in belligerent 
vessels at the increased expense of war- 
freight and insurance, and the articles 
which will not bear that must perish in ouz 
hands. 

But it is as a resource for defense that 
our navigation will admit neither neglect 
nor forbearance. 


STATUS OF AMERICAN SHIPPING 

Since Colonial times the shipping in- 
dustry has had years of great cargo 
prosperity and honor, and also years of 
ignominy, poverty, and disrepute. Be- 
fore the Civil War we were the greatest 
freight carrying nation in the world. 
Not since then have we attained ade- 
quate maritime distinction. With the 
large fleet built during and just after 


“the first World War, a spider web of 
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steamship lines was established. This 
atrophied in the 1920’s and the early 
1930’s. The 1936 Merchant Marine 
Act has begun the work of restoring 
American flag steamship services, not 
to the supremacy of pre-Civil War days 
or to the numerical superiority of post- 
World War days, but to a sensible, 
modest position which will promote and 
protect our national interest. 

In 1937 a survey of the American 
merchant marine showed a surprising 
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and dangerous degree of obsolescence. 
Taking into account the high cost of 
ship construction and the available fa- 
cilities, the Maritime Commission in- 
augurated, in 1938, a modest replace- 
ment program calling for fifty ships a 
year for ten years—1938 to 1948. 


Way AND WHERE Do WE NEED SHIPS? 


The first obvious question is, Why 
does this country need five hundred new 
ships? The question indicates its own 
answer. Our present merchant ships 
were built at one time. They grew up 
simultanzously, grew old simultane- 
ously, and are now all happily pottering 
about in the same old folks’ home. Un- 
til the present ship-fertility campaign 
got unde: way, there were no youngsters 
being trained to carry on the family tra- 
ditions. More than 80 per cent of the 
American vessels now engaged in inter- 
national trade will be obsolete in 1942. 
Yet the replacement program will be 
less than one-half finished at that time. 
The answer to the question, do we need 
ships, simmers down to this: If we need 
a merchant fleet at all, we need to build 
ships; otherwise, we will have no fleet. 
It may also be observed that when the 
ten-year program is completed, all five 
hundred will not be new. A merchant 
vessel has an economic life of but 
twenty years. When the construction 
program is over, some of the vessels will 
be almost middle-aged. 

The next obvious question is, Where 
do we need the ships? This is a sensible 
inquiry. It would be poor business 
judgment to shoot out a fleet of ships 
to land, like Longfellow’s arrow, “I 
know not where.” By surveying the 
commercial needs of the United States, 
the Maritime Commission determines 
what trade routes should be maintained 
for the American economy. Some 
twenty-six essential trade routes have 
been laid out and now have vessels 
operating on them under subsidies. 


New construction is under way for each 
of these routes. Typical of the essential 
trade routes are these: North Atlantic 
ports to India, South Atlantic ports to 
United Kingdom and Continent, and 
Gulf to Orient. 

On these trade routes Amean ships 
guarantee the introduction of essential 
raw materials. For instance, the Aus- 
tralian service provides necessary wool; 
the South American services provide’ 
coffee; the East Indian services, rubber. 
They likewise guarantee American 
farmers and manufacturers protection 
in their export trade, such as the ship- 
ment of cotton from the Gulf to Europe, 
or of automobiles and agricultural ma- 
chinery from the Middle West and the 
Northeast to all the world. 

In answering the question as to where 
we need ships, we have almost answered 
the companion question, What do we 
need ships for? ‘There are several al- 
leged reasons for the support of a mer- 
chant marine, but the ones that survive 
the most penetrating analysis are these: 

1. The possession of an American 
merchant fleet guarantees that this 
country will be able to serve its industry 
and agriculture in the protection of its 
vital export market, and to provide it- 
self with the essential materials which 
it does not produce. 

2. The national defense requires it. 

Here I wish to clear up a slight mis- 
apprehension. The value of a merchant 
fleet for national defense is not that 
every cargo vessel becomes a miniature 
gunboat. The chief value is that each 
merchant ship can be used to bring the 
materials and the products necessary to 
the intense industrial effort involved in 
a modern war. Tin, chromium, man- 
ganese, and rubber are all needed for 
the defense of the nation against mili- 
tary or naval aggression. In addition to 
this, a merchant fleet refuels and sup- 
plies the naval fleet. Smaller vessels 
can be used for patrol duty; larger ones 
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for tenders, 
ships. 


transports, and hospital 
It is hardly necessary to say that 
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a war can arise. From the time a ship 
is planned until it enters service is sel- 


a ship cannot be produced as quickly as dom less than a year, and with the 


} 
ALLOCATION OF NEw CONSTRUCTION 








Trade Route 





New York to ambag via Chan- 
nel ports.. : 


New York to London... .. 

North Atlantic to Holland and 
Belgium....... 

North Atlantic ports to west coast, 
South America.. ; 

Atlantic ports to east coast, South 
America........ 0 .2e ae 

North Atlantic ports to Mediter- 
ranean and Black Sea. seat 

North Atlantic ports to India... 

North Atlantic ports to Scan- 
dinavian, Baltic Sea ports, and 
US S.:Si Rore stank eects 

New York to Mexico.. . 

North Atlantic and Gulf ports to 
Australia and Orient 

North Atlantic ports to South and 
East Africa . .... 

North Atlantic ports to West 
Coast, Africa. 

North Atlantic ports to United 
Kingdom and Continent... 


South Atlantic ports to United 
Kingdom and Continent. .. 
Gulf to east coast, South America 
Gulf to United mania and Con- 
tinent. . 


Gulf to Mediterranean .. 
Gulf to Orient 

Gulf to West Indies. ae 
Round-the-world cargo service. 


Round-the-world combination 
service 


Pacific coast to United Kingdom 
and Continent. 


Puget Sound to Orient. 








.| MC 129, 130, 131 





Hull Numbers 


Number and Type of Vessel 








MC-1 

MC 106, 107, 108, 109 . .. 
MC 14, 15, 16,17 . ... 
MC 26, 27, 28, 29, 128.... 


MC 44, 45, 46, 47.. . 
MC 59, 60, 61, 62 


MC 34, 35, 36, 37. .... 
MC 102, 103, 104, 105.. . 


MC 18, 19, 20, 21. 30, 31 . 
MC 140, 141 ie 


MC 22, 23, 24, 25, 32, 33 . 


MC 72, 73, 74, 99, 100, 101, 
111, 112, 113, 114 .. . 


MC 94, 95, 96, 97, 98.. . 


MC 115, 116, 117, 118, 124, 
125, 126, 127..... A 


MC 48, 49, 50. 


MC 67, 68, 69, 70, 71, 79, 
80, 81, 82, 83..... 

MC 84, 85, 86, 87, 88 

MC 132, 133, 134, 135 .. 

MC 138, 139. . Eaa 

MC 38, 39, 40, 41, 42, 43, 
51, 52 : : 


.| MC 53, 54, 55, 56, 57, 58, 


TIO eeaeee tee bas 
MC 75, 76,77, 78 .. 
MC 63, 64, 65, 66, 136, 137 


MC 119, 120, 121, 122, 123 








1 express passenger (S.S. 
AMERICA) 
4 C-3 passenger ` 


4 C-2 


5 C-2 


| 4 C-3 
.| 4 C-3 passenger 


4 export type 
4 export type 


10 modified C-2 
5 C-1 


8 C-2 
5 C-1 


3 combination 


.| 7 C-3 passenger 
.| 4 C-1 


6 C-3 


3 C-2 
5 C-1 
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larger and more complex vessels it is 
sometimes over two years. If you add 
to this the facts that shipbuilding facili- 
ties are limited and that only a certain 
number of skilled workmen are avail- 
able, it becomes more than ever neces- 
sary to have merchant ships built and 
in service at the time of national neces- 


sity. 
VESSELS BEING SUPPLIED 


If this argument in favor of building 
an American merchant marine has been 
developed logically, then the next ques- 
tion to be asked is, What is this country 
doing to satisfy this need for ships? 

More than a hundred and fiity ships 
have been ordered of the types found 
necessary for the commercial and mili- 
tary needs of the country. This is al- 
most a third of the ships to be built in 
the ten-year program inaugurated by 
the Maritime Commission in 1938. The 
following types of vessels have been 
ordered in substantial numbers, except 
the passenger liner: 

The “America.” This is a 26,000 
gross ton passenger liner built at New- 
port News, Virginia. The largest mer- 
chant ship ever constructed in the 
United States yard, it has been assigned 
to transatlantic service. 

The National Defense Tankers. One 
of the early projects of the Commission 
was the construction of twelve high- 
speed twin screw tankers which would 
be valuable to the Navy. Ordered by 
the Standard Oil Company of New Jer- 
sey with the Commission paying the 
cost of national defense features, they 
have already demonstrated their com- 
mercial efficiency, and at least one op- 
erator runs them at their full speed of 
18 knots. The Navy bought three. 
Eleven single screw tankers with na- 
tional defense features are now being 
built. 

The C-1 Cargo Vessel. This is a 
small, 14-knot freighter designed to fit 


the minimum requirement on American 
trade routes of the world. Thirty-eight 
of these have been ordered. 

The C-2 Cargo Vessel. A 15%-knot 
vessel, this was the Commission’s orig- 
inal design intended to provide the most 
urgently needed replacement in the 
American commercial fleet. These ships 
have already proved themselves the 
most efficient of their type in the world. 
Sixteen are already in operation. Forty 
were ordered. 

The C-3 Cargo Vessel. Somewhat 
larger and faster—16%4 knots—the C-3 
freighter will serve trade routes requir- 
ing rapid carriage of goods. Some are 
already in service on the American Re- 
publics Line to South America. Eight- 
een were ordered. 

With the same hull design as the C-3 
cargo vessel, a combination passenger 
and cargo ship is being constructed 
which will permit passenger travel on 
similar trade routes. Fifteen of these 
have been ordered, of which seven are 
intended for the round-the-world serv- 
ice. 
The Seas Shipping Company, op- 
erators of the Robin Line to South Af- 
rica, the Mississippi Shipping Company, 
operators of the Delta Line from the 
Gulf to the east coast of South America, 
and the American Export Line, which 
operates into the Mediterranean and to 
India, are all building vessels of their 
own design with the help of the Com- 
mission. They will replace aging ves- 
sels of the fleets of these companies. 
Seventeen were ordered. 

In addition to these, the Maritime 
Commission plans to build two fast pas- 
senger liners for the Pacific trade even 
larger than the “America.” They will 
be about 30,000 tons with an over-all 
length of 760 feet and with engines 
capable of more than 24 knots. They 
will be convertible in a short period into 
fully equipped aircraft carriers. With 
stacks on the starboard side, an unob- 
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structed flight deck can be quickly 
erected. 

With all this emphasis on the activi- 
ties of the Government, it is necessary 
to point out that the merchant marine 
is still a private industry. While be- 
cause of its national importance it is 
receiving extensive support, financial 
and otherwise, from the Government, it 
is nevertheless still part of our private 
profit system. The ship operators in 
many cases own their own ships, and if 
they do not, they charter them from 
the Government on a bareboat basis, 
just as one would rent an unfurnished 
house. The Government has at long 
last quit the business of operating ships, 
a business from which it has been trying 
to retire since 1920. 


SHouLD We Have NATIONAL 
MERCHANT MARINE? 


There are many arguments against 
the establishment of a national mer- 
chant marine by the American people. 
Some of them are good. First, it is 
expensive. Second, there are other na- 
tions which want so badly to carry our 
goods over the ocean that they will do 
it at a considerably lower cost than we 
can. This they can do by maintaining 
working conditions and wages of a lower 
standard than we do, both in operation 
and in construction. Third, the United 
States finds difficulty in selling its prod- 
ucts because of its favorable trade bal- 
ance, which in a world of rigidly con- 
trolled foreign trade provides insuff- 
cient dollar exchange. If we were to 
rely wholly on foreign carriers, we 
would be buying foreign services for 
which we could pay with our manufac- 
tured goods. 

But let us put some weights in the 
opposite scale. Granted that it is ex- 
pensive to build a merchant fleet, it is, 
on the other hand, much less expensive 
to build it in an orderly, planned man- 
ner than to indulge in a shipbuilding 


orgy, with its necessary concomitants of 
waste end excessive cost. Granted that 
other nations would like to carry our 
goods for us, should we be trusting 
enough to let them own all the delivery 
wagons for our commerce? Even at 
some additional cost, should we not 
guarantee that we can carry a substan- 
tial portion of our own imports and 
exports? Then, too, the limitations on 
our trade do not come from the lack of 
the slight additional dollar exchange 
which would be available should we 
abandon our national shipping. Our 
foreign trade disabilities are inflicted by 
much heavier weapons than our ship- 
ping. Ownership of a national mer- 
chant fleet will be found almost to bal- 
ance the possible trade loss by providing 
regular service for vital American ex- 
ports and imports—a matter in which 
other nations can only be secondarily 
interested. 

The American merchant marine in- 
cludes all the commercial vessels en- 
gaged in deep sea trades. It is chiefly 
considered of importance in carrying 
commodities and persons from one 
country or place to another where such 
transportation is available only by wa- 
ter. The overwhelmingly important lo- 
cal maritime trades, such as coastwise 
and intercoastal shipping of the United 
States, are less generally considered, 
since most of their functions could, if 
necessary, be fulfilled by land trans- 
portation. Until recently, oceangoing 
vessels have had no competition in the 
transcceanic transport of freight and 
passengers. Now the airplane is rapidly 
movirg into a competitive position, 
especially in the carriage of passengers, 
While the airplane may appropriate 
more and more of the first-class pas- 
senge? trade, it does not appear likely 
that it will interfere with freight car- 
riage on the high seas. 

Ths only legitimate argument against 
the Commission’s construction program 
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would be that its ships are not needed— 
that when the current war is over they 
will glut the market because we shall 
suffer a world-wide decline in foreign 
trade. Of course, it is possible that 
foreign trade may so decline; yet no 
government with the welfare of its own 
people or the people of the world in 
mind could permit itself deliberately to 
plan for a reduction in world trade. No 
calamity could be greater than the elim- 
ination of ocean commerce and the ma- 
terial and cultural benefits which stem 
from the exchange of goods and ideas. 

Again, the Commission has been care- 
ful to build for need and need only. 
More than a hundred of the vessels now 
ordered have definitely been committed 
for sale or charter to private operators. 
The Commission has no doubt that the 
remainder will likewise find profitable 
use. The wartime losses in merchant 
tonnage to the other countries of the 
world have been great and are con- 
stantly growing. This futile destruction 
of valuable productive property and em- 
ployment opportunities is nowhere more 
regretted than by the Maritime Com- 
mission. However, to consider the mat- 
ter pragmatically, we cannot, by limit- 
ing our construction program, limit ship 
losses of other nations. We can, by 
continuing our construction program, 
make sure that our importers and ex- 
porters will have available bottoms for 
their commerce, and it is strongly pos- 
sible that we can, when the war is over, 
assume a more nearly adequate share in 
the carriage of our own foreign trade. 
When the war began, we were trans- 
porting less than 30 per cent of our own 
foreign commerce. If we can raise this 
figure only 10 or 15 per cent, we will 
give work to all our ships and many 
more, and will guarantee adequate serv- 
ice to our foreign trade. 


RESULTS OF CONSTRUCTION PROGRAM 
The results of this construction pro- 


gram even at this early stage have been 
extremely gratifying to the Commission. 
The C-2 type vessel, which at one time 
was criticized on the ground that a 
standard one-design merchant vessel 
would not satisfy the varying needs of 
ship operators, has proved so successful ` 
that the Commission has more requests 
for this type than it is able to fill. Sev- 
eral of these vessels have set a world’s 
record for economy, and in general their 
efficiency has made them an extraordi- 
narily good investment for the average 
ship operator. 

The first steam-propelled vessel of 
this design, the S.S. “Challenge,” has 
half again as much speed as the average 
freighter in the American fleet which 
was built during or immediately after 
the first World War. It consumes fuel 
at less than half the rate of the old 
ships. In technical terms, the wartime 
Hog Island freighter made 10,600 ton 
miles per barrel of fuel at 10% knots, 
while the Commission’s C-2 ships make 
15,450 ton miles per barrel of fuel at 
15% knots. The C-2 vessel has 34 per 
cent higher efficiency in ton miles and 
yet is 47.6 per cent faster. To the op- 
erator this means an average annual 
saving of about $35,000 per ship, and 
over the twenty-year economic life of 
a ship, amounts to a saving of between 
35 and 40 per cent of the entire con- 
struction cost of the vessel. 

To give another illustration of the 
commercial value of these ships, one of 
them sailed from New York for India a 
month after the sailing of a wartime, 
Hog Island-built ship. With the same 
route and on the same service, the two 
vessels arrived in New York at the end 
of the round trip on the same day, less 
than an hour apart. With greater cargo 
capacity, greater speed, and more effi- 
cient cargo-handling equipment, it is 
probable that one of the new C-2’s is 
practically the equivalent of two of the 
older vessels. By the end of 1940 it is 
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expected that the Commission will have 
ordered close to two hundred vessels, of 
which approximately fifty will be al- 
ready in operation. 

The ship construction program has 
had an indirect result very nearly as 
important as its direct result in the pro- 
vision of new vessels. Because of the 
approximately hundred and fifty vessels 
ordered during the first two and a half 
years of the program, it is estimated 
that shipyard labor on the Atlantic, the 
Gulf, and the Pacific received approxi- 
mately $148,000,000, while industries 
located in nearly every state in the 
Union received approximately $185,- 
000,000 worth of orders. It is esti- 
mated that 50 per cent of the total cost 
of the building program goes for mate- 
rials and equipment; 40 per cent for 
shipyard labor; and the remaining 10 
per cent for such miscellaneous items 
as taxes, insurance, plant depreciation, 
transportation, administrative costs, and 
profits. For the whole five-hundred- 
ship program, it is estimated that ship- 
yards will buy materials and equipment 
at a cost of more than $618,000,000 and 
will pay out wages of more than $494,- 
000,000. Among the equipment which 
goes into a merchant ship are: steel; 
machinery, including turbines, boilers, 
Diesel engines, pumps, heaters, evap- 
orators, oil coolers, and separators; 
electrical apparatus, generators, motors, 
switchboards, electrical wire conduit, 
and fittings; furniture; deck coverings; 
navigation instruments; and lifesaving 
equipment. 

Still another result of the current 
building effort is the distribution of ship 
construction over the various regions of 
the country. Eighteen vessels are being 
built on the Gulf of Mexico and twenty- 
three on the Pacific coast. This is ex- 
pected to lead to development of a 
strong shipbuilding industry on each of 
the three coast lines of the United 
States—a desirable development from 


both a commercial and a national de- 
fense standpoint. 


EMPLOYMENT CONDITIONS 

On this shipbuilding program alone, 
about forty-four thousand men are em- 
ployed at good wages and reasonable 
hours. During the first nine months of 
1939 the workmen in the shipbuilding 
industry received average wages of more 
than $31 a week, about $6 a week more 
than the average for manufacturing in- 
dustries surveyed by the Bureau of La- 
bor Statistics and close to the weekly 
pay in the relatively high-wage auto- 
mobile manufacturing industry. 

In the deep sea trades, with which the 
Maritime Commission is particularly 
concerned, the shipping industry em- 
ploys about fifty-one thousand men un- 
der similar favorable conditions. The 
men aboard ship receive an average 
monthly pay of more than $90. For 
steadily employed seamen this is a 
higher real income than it would be in 
other industries, since they have few 
shipboard expenses. Working and liv- 
ing conditions on ships have improved 
materially in the past three years. New 
vessels have recreation rooms and ample 
crew quarters with seldom more than 
two or three toa room. About $1,500,- 
000 has been spent in the last two years 
in improving crew quarters in older 
ships. 

In addition, the employees in the in- 
dustry have established collective bar- 
gaining and give promise of the estab- 
lishment of a strong, self-disciplined 
union which will be of material benefit 
to the industry in bringing about stable 
labor relations. 


PUBLIC SUPPORT oF PROGRAM 


In a program of this kind the support 
and co-operation received from public 
and private sources can be of decisive 
importance. The Maritime Commission 
has been fortunate in the fact that its 
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program was supervised in Congress by 
House and Senate Committees well 
versed in the merchant marine problem 
and including legislators strongly and 
unselfishly interested in the develop- 
ment of a sound American merchant 
marine. The support from the public 
has in general been excellent. The pro- 
gram has been fully described by the 
newspaper and periodical press and edi- 
torially supported. Private authorities, 
such as professors of transportation, 
naval architects, and other experts, have 
likewise supported and assisted the pro- 
gram. Shipbuilding companies, which 
stand to benefit materially from this 
program, have co-operated to a high de- 
gree in accepting the construction re- 
quirements of the Maritime Commission 


and in assisting in the design and prep- 
aration of ship plans. As a result of 
competitive bidding, the Commission 
has secured as low prices as were ob- 
tainable in the United States. 

A modern merchant fleet for the 
United States, of crucial importance to 
foreign trade and to national defense, 
is a thing of the future and will always 
remain a thing of the future. No mat- 
ter what the degree of current accom- 
plishment—and a great deal of progress 
has been made—that accomplishment 
will always be a prelude to further prog- 
ress. The function of a merchant ma- 
rine is to look forward and to be ready 
for the needs of our commercial econ- 
omy and the protection of our national 
interests. 


Rear Admiral Emory S. Land, U.S.N. (retired), is 
chairman of the United States Maritime Commission, 
Washington, D. C. During the World War he was 
on duty in the Bureau of Construction and Repair, 
Navy Department, and was awarded the Navy Cross 


for distinguished service. 


In 1919 he served with the 


Alied Naval Armistice Commission, and in 1920 as 
Assistant Naval Attaché at the American Embassy, 


London. 


From 1921 to 1937 he served in various 


capacities in the Navy Department, the last four years 
as Chief Constructor of the Navy. 


Foreign Trade Under the Reciprocal 


Trade Agreements Program 











United States total trade in 1939 with countries within the scope of the 
Trade Agreements program, showing effective dates of agreements..... 
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American Trade Faces Barriers Abroad 


By PERRY J. STEVENSON 


Written July 20, 1940 


S PERSPECTIVE for the changes 

that have taken place in the past 
three decades in the field of foreign tar- 
iffs and trade restrictions, a glance 
through an old economics textbook writ- 
ten before the World War is recom- 
mended. In the third edition of his 
Introduction to Economics, published 
in 1908, Professor Henry Rogers Seager, 
then professor of political economy at 
Columbia University, devoted Chapter 
XX to “Foreign Exchange and the Tar- 
iff Question.” In its twenty-three 
pages, this chapter discussed foreign 
exchange, the principles of international 
trade and its peculiarities, American 
tariff policy from its inception in 1789, 
the standard protection and free trade 
arguments, the trade policy of the 
United Kingdom and the leading Euro- 
pean states, and the future outlook of 
tariff development. 

By way of contrast, at the peak of 
the flood of foreign trade control meas- 
ures resulting from the present war. 
twenty-four pages were necessary for a 
summary of the developments reported 
in the single week that ended October 
2, 1939. While the value of such a 
quantitative measurement of one week’s 
changes, reported from the hundred and 
seventy-odd autonomous tariff areas by 
the foreign representatives of the De- 
partment of State via radio, telegraph, 
and mail and gleaned from the official 
gazettes regularly reviewed by the spe- 
cialists of the Division of Foreign Tar- 
iffs, is limited, it is of some significance 
to the present survey as an indication 
of the increases and changes in barriers 
that now confront American foreign 
commerce. 
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CAUSES OF TRADE CONTROLS 


The World War and the subsequent 
peace remolded the political and eco- 
nomic maps and ushered in a period of 
strong nationalism, marked by extremely 
high tariffs and a maze of trade restric- 
tions. As the world found a measure of 
trade stability and equilibrium in the 
middle and latter part of the twenties, 
this drive gave indications of abatement, 
only zo gather increased momentum 
from zhe world depression. Although 
trade controls are the source of changes 
which can seldom be measured with any 
degree of scientific accuracy, it must al- 
ways be borne in mind that they are the 
result of national and international 
forces Further, foreign tariffs and 
trade zestrictions are promulgated in the 
exercise of national sovereignties. With 
the exception of the infringement of 
commercial treaties or other interna- 
tional obligations, such measures are 
essentially matters of domestic policy. 
They are the result of the political phi- 
losophy of the government in power and 
a reflection of the views of their na- 
tionals as a composite or compromise of 
considerations of fiscal aims, trade de- 
velopment and defense, or political or 
military policies. 

It is also evident that the predomi- 
nant trend in recent years has been 
toward the use of the newer forms of 
trade controls, such as quantitative 
quotas, as being more certain and ef- 
fective in their operation than tradi- 
tional customs tariffs. In fact, during 
the current war period it has been note- 
worthy that customs duty increases 
have been very largely confined to 
liquor and tobacco as sources of war 
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revenue or as deterrents to the importa- 
tion of luxuries or dispensable goods. 
Further, there is an increasing inter- 
relation between internal trade meas- 
ures, foreign trade controls, and ex- 
change restrictions. 


BARRIERS IN DEMOCRACIES 


South Africa and the United King- 
dom are examples of increasing trade 
barriers within a democratic regime. 
The Union of South Africa provides, it 
is believed, a broad case study of the 
recent trends in commercial policy. 
Since 1920, when the Union adopted a 
protective tariff, this policy has been 
consistently, but moderately, followed. 
Soon after the World War, the Govern- 
ment attempted to solve the difficulties 
of the wine farmers and the wine indus- 
try by centralized control of the distil- 
lation of wine in the co-operative wine 
federation. By the payment of sub- 
sidies on the exports of raisins, the dis- 
tribution of surplus wine, the production 
of methylated spirits, and legislation di- 
rected against new acreaze, the price of 
wine was supported. After the passage 
of an enabling act in 1925, compulsory 
marketing of tobacco through one co- 
operative organization was inaugurated. 
This forced marketing has been work- 
able, as the control has held both ex- 
pansion of production and prices within 
bounds, while the poorer grades have 
been exported. In spite of the success 
with tobacco, the Union has not at- 
tempted to extend the principle of com- 
pulsory marketing. 

Another form of internal trade con- 
trol was adopted for the sugar farmers 
of Natal and Zululand. Following 1925 
the duty on sugar was successively 
raised from four shillings six pence per 
one hundred pounds to eight shillings, 
to twelve shillings, and finally to sixteen 
stillings in 1932, with concurrent pro- 
tection from “dumping.” Meanwhile, 


under government aegis, prices were 
fixed by agreements between the sugar 
mills and the producers. The internal 
price of sugar for domestic consumption 
has been fixed by the Government, with 
differentials for local industrial require- 
ments. ‘The surplus, which is usually 
more than half of the annual crop, is 
exported, almost exclusively to the Brit- 
ish market, at a price which represents 
about two-thirds of the domestic whole- 
sale price. While acreage is restricted 
by control, production is increasing as 
a result of the higher sucrose content of 
new varieties of cane and improvements 
in extraction. 

Wheat, corn, chicory, meat, livestock, 
dairy products, and citrus and decidu- 
ous fruits have all been brought under 
some form of control, with government 
supervision of grading and marketing. 

South Africa has since 1934 engaged 
in barter trade with Germany on an in- 
creasing scale, but the Government has 
resisted a strong demand for the adop- 
tion of a policy of bilateral trade bal- 
ancing, which would have been directed 
primarily against Japan and the United 
States. The bargaining or three-column 
tariff, enacted in 1935, has been used 
only to a limited extent, either to secure 
concessions for South African exports or 
to place at a disadvantage imports from 
those countries which are not large buy- 
ers of Union products. The Union has, 
however, been one of the few important 
markets where exporters have not been 
confronted with either import or ex- 
change restrictions; even during the 
present war period the Dominion has 
not followed the Empire pattern in re- 
spect to the control of imports, while the 
exchange regulations have not interfered 
with normal trade transactions. 

The United Kingdom abandoned in 
1932 its long-established revenue tariff, 
with which was combined protection of 
“key” industries, for a protective tariff 
against foreign imports and, with some 
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exceptions, exemption from duty on 
goods from Empire sources. The Ot- 
tawa Conference followed shortly and 
it resulted in an increased measure of 
Empire trade integration through a net- 
work of preferential tariffs. In 1933 
the United Kingdom embarked on a 
policy of trade agreements which were 
aimed at trade expansion on a multi- 
lateral basis under the most-favored- 
nation principle, although these agree- 
ments also had some of the features of 
trade diversion. After an initial start 
in Europe, especially in Scandinavia, 
and an agreement with Argentina, the 
British Government turned more and 
more to clearing and payment agree- 
ments, with the exception, of course, of 
the reciprocal trade agreement signed 
with the United States in 1938. 

An interesting feature of British trade 
policy has been the developing trend 
which was exemplified by the agreement 
in 1935 between the British Iron and 
Steel Federation and the Continental 
Steel Cartel, which dealt with the divi- 
sion of both import and export markets 
and prices. After its negotiation by the 
commercial interests involved, the Gov- 
ernment undertook its enforcement. Of 
the same general character was the com- 
mercial appeasement policy with Ger- 
man industry which was attempted in 
the early part of 1939, but was dropped 
after Munich. 


BARRIERS IN TOTALITARIAN STATES 


Another type of trade barrier is found 
in those countries which have adopted 
the various forms of state control. As 
with other phases of their economy, in- 
ternational commerce is either under 
absolute governmental regulation or, as 
in Russia, it is carried on by government 
monopoly. Of most direct interest to 
American trade is Germany, where the 
changes since 1933 in the economic sys- 
tem under the National Socialist regime 
have been radical in character. The 


foundation for these new departures 
was, however, laid in 1931 with the 
establishment of exchange control and 
a decrease in imports. In the follow- 
ing year a punitive column tariff was 
adopted for non-treaty countries, and 
an international clearing goods company 
was organized. At first this was com- 
posed of exporters and importers, but 
by 1934 these activities were in the 
hands of large-scale official monopolies. 
Under Dr. Schacht’s “New Plan” of 
September 1934, the Government was 
given absolute control over all imports. 
Supervisory offices for different com- 
modities were established, and every 
transaction was made subject to official 
approval. 

While the methods adopted by Ger- 
many to achieve her objectives were not 
classical, it is clear that in part her 
trade policy was directed by classical 
international trade theory, to secure 
from other nations as much as possible 
of what Germany needed and at the 
least cost. On the other hand, the pol- 
icy of self-sufficiency or autarchy was 
of an entirely different category; the 
heavy duty on natural rubber the reve- 
nue from which financed the develop- 
ment of the synthetic rubber industry 
and the domestic control measures 
which stimulated the use of staple fiber 
are perhaps two of the outstanding ex- 
amples of this other aspect of recent 
German industrial planning. The pri- 
mary aim, however, has been the 
procurement of such raw materials, 
foodstuffs, and manufactures as were 
indispensable or were needed to supple- 
ment what could be produced within 
her own borders; otherwise, they were 
bought for political or strategic reasons. 
Basically, the same objective, with 
varying techniques, has been followed 
by Russia, Italy, Spain, and Japan, and, 
since the war, by the other belligerents. 

Because of the widespread deficiency 
in foreign exchange resources and its 
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i GERMAN AGRICULTURAL CONTROL! 
German imports of specified farm products from the United States, 1929-1938 
























Lard 


Period Cotton, Raw* Apples? 
(1,000 bales) | (1,000 pounds) | (1,000 boxes) 

1929........ 1,411 186,680 3,357 
1930... 2.0... 1,271 140,368 2,946 
1931... 0... 1,092 125,766 3,979 
1932....... 1,365 173,459 3,103 
1933 scsi 4 owes 1,444 124,783 3,183 
1934 ....... 875 49,116 3,140 
1935........ 345 3,150 638 
326 4,325 457 


110 185 





* Excludes cotton linters. 

b Converted into boxes of 44 pounds. 

c Figures for 1932 to date include plums of all kinds. 
2 Not separately reported for the United States. 


own shortage, the Reich reverted to the 
use of barter, a system which under nor- 
mal circumstances is less flexible and 
less satisfactory than a generally ac- 
cepted medium of exchange. The wide- 
spread accumulation of surpluses as a 
result af the world depression con- 
tributed to make possible the use of 
this device. In the currency field, new 
Marks (Aski Marks) were sold abroad 
at rates below the international ex- 
change value of the Reichsmark, to 
be used solely for the purchase of speci- 
fied classes of German goods, while 
even gift remittances to Germany were 
subject to different rates, as were travel 
expenditures. Further, funds for export 
bounties were collected from domestic 
producers, thus making German manu- 
factures available in outside markets 
at highly competitive prices. This re- 
sulted in March 1939 in the imposition 
of countervailing duties by the Ameri- 
can Treasury on bounty-fed German 
imports after April 23. In addition, 


1 Harry L. Franklin, “Wartime Agricultural 
and Food Control in Germany,” Foreign Agri- 
culture, U. S. Department of Agriculture, April 
1940. Statistics from official German trade 
sources, 









the Reich embarked on a wide series 
of clearing agreements, which in prac- 
tice sought to establish bilateral inter- 
national ledger accounts between Ger- 
many and the agreement countries. 

A basic policy of self-sufficiency plus 
a refusal to issue import permits except 
for essential materials contributed to 
the restriction of commerce between the 
United States and Germany, gince the 
American Government refused to nego- 
tiate on the basis of bilateral clearing 
arrangements. In spite of a continuous 
downward trend, in keeping with the 
course of world trade, Germany’s share 
in our exports actually rose from 7.8 per 
cent in 1929 to 8.3 per cent in 1932. 
Concurrently, American imports from 
Germany declined only fractionally, 
from 5.8 of total imports in 1929 to 
5.6 per cent in 1932. In 1937—the last 
year in which statistics are comparable, 
due to territorial changes in 1938 and 
1939—-3.8 per cent of American exports 
were for German account, while imports 
from Germany likewise dropped to 3 
per cent. 

German statistics reveal a similar 
trend. The American share of total 
German imports decreased from 11.5. 
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per cent in 1933 to 5 per cent in 1937. 
Further, it must be remembered that 
this curtailment followed a relatively 
long period, from the latter part of the 
nineteenth century through 1934, in 
which the United States was the largest 
source of Germany’s imports. 

Of special interest is the impact of 
Germany’s trade policies on the exporta- 
tion of various important American 
farm products. The accompanying ta- 
ble shows German imports of six staples 
from the United States during the pe- 
riod 1929-37. 


THe War AND NEW TRADE BARRIERS 


The economies of Germany and Italy 
having been organized on a war basis, 
no new or important measures of trade 
control were necessary after the out- 
break of hostilities. In the United 
Kingdom, it was necessary to give the 
Government by Parliamentary action 
wide emergency powers, including con- 
trol of imports and exports. In the 
main, the dominant consideration has 
been the conservation of foreign ex- 
change, especially of dollar resources, 
with imports being gradually limited to 
military requirements and civilian ne- 
cessities. On the side of exports, the 
British Government has endeavored to 
maintain or even expand sales in Em- 
pire and foreign markets in so far as 
compatible with war needs and supplies 
of essential materials. Priority has 
been given to domestic sources of sup- 
ply, followed by Empire, Allied, and 
foreign sources. At the same time, do- 
mestic trade has been increasingly made 
subject to governmental control of 
prices and distribution. With the in- 
creased tempo of the war these meas- 
ures have undergone intensification, 
culminating on May 22, 1940 in the 
granting to the Government of complete 
control over trade, labor, transportation, 
and capital. 

In varying degrees, the rest of the 


Empire bas followed the pattern of the 
United Kingdom. Up to the present, 
Americaa products are entering such 
important markets as Canada and the 
Union of South Africa without inter- 
ference, while in British India restric- 
tions have been confined largely to the 
so-callec luxury classifications and to 
some goods which can be supplied by 
domestic industries. 


TEMPORARY OR LONG-RANGE? 


Since the effect of the war on Ameri- 
can trade is the special province of Sec- 
tion Three of this issue of THE ANNAZS, 
no attempt will be made here to analyze 
our trace figures from the special stand- 
point of war controls and restrictions. 
On the other hand, attention may well 
be called to the temporary and emer- 
gency character of these measures. In 
an official release of the Department of 
State of April 27, 1940, it was stated 
that 


the restzictive measures rendered necessary 
by the war were of an entirely temporary 
character and that at the earliest possible 
moment the French and British Govern- 
ments would return to liberal commercial 
policies based on the principle of the pro- 
gressive reduction of trade barriers con- 
ducted on a multilateral basis. . . . the 
British representatives renewed the assur- 
ance given by Prime Minister Chamberlain 
in a speech of January 31, 1940, to the ef- 
fect that the British Government had no 
intention of using restrictions which it had 
been impelled to impose upon imports from 
the United States for the purpose of alter- 
ing permanent channels of trade. . 


In view of the confusing crosscurrents 
and tke many unknowns in the equa- 
tion, including political and military 
factors, which are outside the authors 
province, it does not seem necessary to 
attempt to outline the possible long- 
range 2ffects upon our commerce of the 
present maze of wartime measures. It 
may be sufficient to comment that sta- 
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tistical sampling, by countries and com- 
modities, has generally given surprising 
results. In many instances the expected 
results did not materialize because of 
exceptions from the restrictive meas- 
ures. Such exceptions may have been 
due to the fact that goods had been un- 
der order, or letters of credit had been 
established, or shipments had been de- 
layed by lack of shipping space. On 
the other hand, they may have been due 
to the fact that the control measures 
were put into operation as a precaution 
or, as in some cases, because the United 
States had proved to be the only avail- 
able source of supply under present con- 
ditions. 


EUROPE AS A MARKET 


Europe has always been the chief 
market for American products. Even 
the extreme policies of economic na- 
tionalism and self-sufficiency of recent 
years have not materially altered this 
relative position. The trend over a 
number of years has, however, been 
downward because of various factors, 
including increased food production and 
the expansion of domestic industries. 

In recent months the status of Eu- 
rope has been radically changed. The 
general pattern of trade controls after 
territorial occupations may be evident 
from whet has previously occurred in 
Austria, Czechoslovakia, and Memel. 
As the Chief of the Division of Foreign 
Tariffs, Mr. Henry Chalmers, pointed 
out in his annual review, “Foreign Tar- 
iffs and Commercial Policies in 1939,” ? 
these military occupations by Germany 
resulted in the disappearance of the cus- 
toms regimes of Austria, the Sudeten 
area, and Memel. Trade with those 
areas became subject to the same con- 
ditions as trade with Germany, to which 
were transferred the existing commer- 
cial treaty commitments with neighbor- 


2 Commerce Reports, Bureau of Foreign and 
Domestic Commerce, Feb. 3, 1940. 


ing countries. On the other hand, 
Bohemia-Moravia and Slovakia, under 
German control, have retained some 
features of the Czechoslovak tariff sys- 
tem. Similarly, Albania was incorpo- 
rated into the Italian economy through 
a customs union. 


THE IMMEDIATE FUTURE 


It is obvious that the present wars in 
Europe, Africa, and Asia will vitally 
affect the immediate future course of 
world economy. In view of the well- 
rounded discussions of all phases of 
Latin American commerce and finance, 
no attempt has been made to discuss 
trade barriers in that area. It will, it 
is believed, be sufficient to point out 
that in many instances restrictions fall 
primarily in the field of finance or fol- 
low the traditional customs patterns. 
Already, in the United States, new poli- 
cies and trade controls are emerging. 
Under the Sheppard-May Act, the Pres- 
ident of the United States has appointed 
an Administrator of Export Control, 
and strategic war materials and other 
essentials have been made subject to 
export license by the Division of Con- 
trols of the Department of State. At 
Present it seems likely, as has been 
pointed out by ranking officials of our 
Government, that after wars have 
ceased, the world will be divided into 
large groups or blocs. Within these 
various spheres, present tariffs and trade 
restrictions may be lessened or modi- 
fied very materially. The status of 
the most-favored-nation principle under 
such circumstances is, of course, not 
clear. 

But as one writes amid the fast- 
changing world scene, there is a grow- 
ing awareness that what American in- 
dustry and commerce are facing in the 
near future may already be further re- 
moved from even the immediate past 
than the world of Professor Seager’s day 
was from the prewar events of 1939 and 
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1940. In the present fluid world, it is words appear in print, they may be as 
unnecessary to attempt to look too far out of date as Professor Seager’s Chap- 
into the future. By the time these ter XX! 


Perry J. Stevenson ts assistant chicf of the Division 
of Foreign Tariffs of the Bureau of Foreign and Do- 
mestic Commerce, Washington, D. C. From 1913 to 
1929 he was on the staff of that Bureau in the District 
Office Service in Chicago, New York, and Philadel- 
phia, and in the Washington head office. He has also 
served as Trade Commissioner in cAarge of the Bu- 
reau’s office in Johannesburg, and as manager of the 
African Division of the White Motor Company, at 
Johannesburg. He was a member of the faculty of 
the Foreign Service School of Georgetown University, 
1919-20, 


Reciprocal Agreements for Trade Expansion 
By Henry F. Grapy 


Written May 24, 1940 


N JUNE 12, 1934 the President 

signed an Act of Congress which 
represented a most significant forward 
step in American commercial policy, ex- 
ceeding in importance the adoption by 
the United States in 1923 of .the un- 
conditional form of the most-favored- 
nation policy, which was continued un- 
der the new act. 

The measure adopted in 1934 was the 
Reciprocal Trade Agreements Act, in 
form an amendment of the Tariff Act 
of 1930 by the incorporation of a new 
section, Section 350, which authorized 
the President during a three-year period 
to negotiate trade agreements with for- 
eign countries and to proclaim limited 
adjustments in our import duties in con- 
nection therewith, for the purpose of 
restoring foreign markets for American 
goods as a contribution to the restora- 
tion of our economic activity and em- 
ployment. 

This authority has been renewed, 
without amendment, for successive 
three-year periods in 1937 and 1940, 
to June 12, 1943. Each agreement 
negotiated under this authority provides 
for the right to terminate following an 
initial period of not more than three 
years, after which it must be terminable 
on notice of not more than six months. 

Twenty-two trade agreements and 
two supplemental agreements have been 
negotiated under this authority since 
1934; trade agreements are in effect 
today with twenty countries which ac- 
counted in 1939 for 60 per cent of our 
foreign trade. These agreements have 
provided for slightly more than a thou- 
sand reductions in our rates of import 
duty and for a still larger number of 
concessions from foreign countries for 
the benefit of our export trade. 
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BACKGROUND OF TRADE AGREEMENTS 
ACT 


The World War left in its wake pro- 
found maladjustments and dislocations. 
For sound reconstruction as a basis for 
economic progress and stable peace, the 
world needed the fullest possible utiliza- 
tion of its economic resources. This re- 
quired the establishment of a vigorous 
foreign trade growing on a firm base of 
sound economic policies. But the ef- 
forts to establish such policies were lack- 
ing in effectiveness. 

Our own policy was particularly ill- 
adapted to our national circumstances 
and interests. The changes in our eco- 
nomic position brought about by the 
Great War, including our shift to a 
creditor position on international ac- 
count, and our reliance on foreign mar- 
kets for the disposal of our agricultural 
and industrial surpluses, made a mod- 
erate import tariff policy essential. In- 
stead, we enacted the increased tariff 
schedules of 1921 and 1922, and 
crowned the error with the ill-starred 
upward tariff revision of 1930, raising 
many rates to record levels at a time 
when our real national interest called 
for the opposite course. 

This error, and the vicious spiral of 
retaliation and counter-retaliation which 
it helped to start, became severe ele- 
ments in the ensuing years of economic 
and financial crisis and depression. Our 
export trade became the victim of the 
formidable array of economic armament 
created by other nations, just aS the 
export trade of other nations was the 
victim of our Smoot-Hawley tariff. 
Countries sought in greater and greater 
degree to produce within their own 
borders all the commodities they needed, 
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regardless of cost. The effects upon in- 
ternational trade were disastrous. From 
1929 to 1934 world trade shrank to 
about a third of its former value. 

These exaggerated forms of economic 
nationalism were not due to a studied 
and conscious effort to build up a better 
system of trade relationships, but de- 
veloped rather as defensive mechanisms 
to ward off threatened financial or eco- 
nomic breakdown. With the sharp drop 
in commodity prices which marked the 
depression throughout the world—espe- 
cially in the prices of those raw mate- 
rials which preponderate in world trade 
—exporting countries experienced, early 
in the depression, great difficulty in 
meeting their obligations abroad. To 
avoid a debit balance in their interna- 
tional accounts, they found it necessary 
either to increase their exports or to 
curtail their imports. 

The increase of sales abroad, particu- 
larly during a time of depression and 
at a moment when other nations are 
taking measures to restrict their im- 
ports, is obviously most difficult. On 
the other hand, imports can be curtailed 
with apparent ease by the mere imposi- 
tion of legal restrictions; and such ac- 
tion finds strong support in the groups 
interested in securing protection for 
privileged domestic producers. Hence 
came, first, heightened tariffs; subse- 
quently, direct limitation of imports by 
exchange control, quotas, import li- 
censes, and government monopolies. 
The resultant stimulus to domestic pro- 
duction at higher cost was in many 
cases further encouraged by subsidies. 
Thus the efforts of each nation to main- 
tain its national solvency resulted in a 
competitive stampede toward economic 
self-sufficiency, with disastrous conse- 
quences to world trade. 


AN OUTSTANDING Move 


It was in these circumstances that the 
Trade Agreements Act was passed in 


1934. The adoption of this program by 
the United States constituted the first 
major effort by any government to halt 
and reverse the strong tide of excessive 
economic nationalism by direct action 
toward restoring favorable conditions 
for expansion of international trade. 
Its provisions were directed at the roots 
of the problem. By providing authority 
for import tariff concessions in return 
for reciprocal concessions by foreign 
governments, the act set up a method 
of direct action to reduce excessive trade 
barriers. Unconditional most-favored- 
nation treatment was maintained in the 
provision of the act which states that 
the duties proclaimed by the President 
in connection with trade agreements ne- 
gotiated under its authority “shall apply 
to articles the growth, produce, or man- 
ufacture of all foreign countries,” but 
which authorizes the President to sus- 
pend the application of such rates to the 
products “of any country because of its 
discriminatory treatment of American 
commerce or because of other acts or 
policies which in his opinion tend tc 
defeat the purposes set forth” in the act. 
There was thus established a means of 
combating the discriminations, clearing 
and compensation procedures, and other 
manifestations of narrow bilateralism in 
favor of the restoration of international 
trade on a sound and widespread basis 
of multilateral exchange and benefit. 


SoME PROVISIONS oF THE AcT 


Negotiations with respect to our im- 
port and export trade, and particularly 
negotiations involving the exercise oi 
Presidential authority to adjust rates oi 
import duty, have a special characte: 
in that they have a direct and importan= 
bearing on an intricate complexity oi 
domestic business interests, including 
particularly the domestic producer foz 
export, the domestic producer who re- 
lies upon protection against lower-priced 
foreign competition, and the domestic 
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consumer. The satisfactory negotiation 
of trade agreements with foreign coun- 
tries must rest upon an accurate knowl- 
edge and analysis of the factors affecting 
these American interests. The Trade 
Agreements Act contains, in Section 4, 
provisions which form the basis for the 
two essential features of the system of 
organization by which the fullest and 
most accurate information and analysis 
available are drawn upon. ‘These fea- 
tures are (1) the provision for receipt 
and consideration of the views of pri- 
vate interests, and (2) the interdepart- 
mental character of the trade agree- 
ments organization. Section 4 of the 
Act reads as follows: 


SEC. 4. Before any foreign trade agree- 
ment is concluded with any foreign govern- 
ment or instrumentality thereof under the 
provisions of this Act, reasonable public 
notice of the intention to negotiate an 
agreement with such government or instru- 
mentality shall be given in order that any 
interested person may have an opportunity 
to present his views to the President, or 
to such agency as the President may desig- 
nate, under such rules and regulations as 
the President may prescribe; and before 
concluding such agreement the President 
shall seek information and advice with re- 
spect thereto from the United States Tariff 
Commission, the Departments of State, 
Agriculture, and Commerce and from such 
other sources as he may deem appropriate. 


These provisions have been carried 
out, not only to the letter but in the 
fullest and most faithful implementation 
of their spirit and intent, in some direc- 
tions going beyond the letter of the 
law’s requirements in voluntary observ- 
ance of its spirit. 


STRUCTURE OF ORGANIZATION 
Trade Agreements Committee 
The key to the structure of the 
interdepartmental trade agreements or- 
ganization is the Trade Agreements 
Committee, which formulates detailed 


recommendations for the negotiation of 
trade agreements and other aspects of 
the administration of the trade agree- 
ments program. This committee con- 
sists of representatives of the De- 
partments of State, Agriculture, and 
Commerce, the Treasury, and the Tariff 
Commission, all of them agencies which 
have had extended experience in dealing 
with problems of foreign trade and com- 
mercial policy. Thus the committee is 
constituted of experts with a long record 
of experience in the subject matter, and 
possessing direct access to the extensive 
resources available in these agencies. 


Committee for Reciprocity Information 

While separately established by Ex- 
ecutive Order, this committee has a very 
close relationship to the Trade Agree- 
ments Committee, for its membership is 
drawn almost entirely from the mem- 
bership of the latter. Its chairman is 
the vice-chairman of the Tariff Commis- 
sion, and its executive secretary is ac- 
tively associated with the Trade Agree- 
ments Committee’s work. 

The Committee for Reciprocity In- 
formation was established to receive 
both written and oral statements of 
interested persons. It conducts public 
hearings following each announcement 
of intention to negotiate a trade agree- 
ment, and maintains contact with in- 
terested persons on specific aspects of 
any part of the trade agreements pro- 
gram, whether relating to agreements 
under negotiation, the adjustment of 
agreements in effect, or the prospects of 
possible future negotiations. Such con- 
tacts may be by correspondence or by 
informal conference with the chairman 
or secretary of the committee, or, on 
appropriate occasion, with the entire 
committee. The dual purpose has been 
that of providing the most ready and 
convenient access of private interests to 
the interdepartmental trade agreements 
organization, and of insuring the prompt 
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and complete dissemination of the in- 
formation thus received throughout the 
entire trade agreements organization. 
This does not prevent interested persons 
from going direct to the individual gov- 
ernment agencies in the customary man- 
ner in which access may be had to these 
agencies; but the convenience and the 
usefulness of a single official point of 
contact with the entire interdepartmen- 
tal organization, spread as it is over a 
number of separate major agencies of 
the Government, must be so obvious as 
to require no comment. 


Subcommittees 


The Trade Agreements Committee 
performs its essential functions through 
a system of subcommittees, through 
which it draws upon the resources of 
the Government agencies associated in 
the administration of this program, and 
of other agencies which may from time 
to time be in a position to contribute 
information on specific matters. 

These subcommittees, which in mem- 
bership are not restricted to the Trade 
Agreements Committee itself but are 
drawn from the appropriate offices in 
the Departments and other agencies of 
the Federal Government, are of three 
general classes: (1) country commit- 
tees, (2) commodity committees, and 
(3) committees on special problems. 

Of these three, the most important is 
the group of country committees, since 
they constitute the most essential factor 
in the work of preparing for and nego- 
tiating trade agreements with individual 
countries, observing their results, and 
dealing with problems arising in the 
subsequent operation of such agree- 
ments. The membership of these com- 
mittees is drawn from the agencies rep- 
resented on the Trade Agreements 
Committee. In these country commit- 
tees, the experts of the Tariff Commis- 
sion are chiefly responsible for studies 
relating to concessions in our import 


duties which may be considered. The 
Department of Commerce concentrates 
on the concessions which may be re- 
quested from foreign countries. The 
experts of the Department of Agricul- 
ture prepare information on possible 
agricultural concessions, both export 
and import. The Treasury Depart- 
ment’s representatives give advice with 
respect to customs administration, tariff 
classification, and related matters. 

The other groups of subcommittees 
are, as their names imply, established 
from time to time to consider in greater 
detail certain key commodities or spe- 
cial problems involved in the negotia- 
tion and administration of trade agree- 
ments, and they provide a means, 
through their membership, of drawing 
broadly upon the pertinent resources 
and assistance of any agency of the 
Federaz]l Government. 


Division of Trade Agreements ! 


Thts an extensive and expert inter- 
departmental organization has been es- 
tablished to administer this major pro- 
gram of international commercial policy 
through the long-established agencies of 
the Government, without the setting-up 
of any new major agency. In the De- 
partment of State, which is primarily 
responsible for the co-ordination of this 
program, there was established a new 
division, the Division of Trade Agree- 
ments, which is charged, under the Sec- 
retary of State and the Assistant Secre- 
tary in charge of economic and trade 
questions, with responsibility for all 
trade agreement matters within the De- 
partment of State, and acts as the co- 
ordinating agency for all the activities 
of the interdepartmental trade agree- 
ments organization. The chief of this 


1 As of July 1, 1940, the Division of Trade 
Agreements was abolished and its functions 
and staff transferred to a new Division of 
Commercial Treaties and Agreements. 
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division is the chairman of the Trade 
Agreements Committee. 


PROCEDURE OF NEGOTIATING TRADE 
AGREEMENTS 


The procedure in the making of trade 
agreements has been developed and im- 
proved as experience has dictated. 
From all available information it has 
become clear that no other country has 
a system for negotiating trade agree- 
ments as efficient, as thorough, or as 
considerate of individual private inter- 
ests, as our own. A brief review of the 
procedure followed in connection with 
the negotiation of a trade agreement 
may help to make clear the scrupulous 
care and thoroughness with which the 
trade agreements program is admin- 

' istered. 


Exploration work 


The first step in the making of a 
trade agreement is the exploratory work 
which is set in motion by the Trade 
Agreements Committee. If the explora- 
tory studies indicate the desirability and 
feasibility of making a trade agreement 
with the country in question and the 
other government shows appropriate 
interest, the possibilities are then dis- 
cussed with that government’s repre- 
sentatives through the regular diplo- 
matic channels. In these discussions 
attention is directed in a general way to 
all phases of the trade relations between 
the two countries and to any problems 
existing in connection with these rela- 
tions which may complicate or other- 
wise be concerned in the conclusion of 
an agreement. If the discussions indi- 
cate that there are no insurmountable 
difficulties, the way is clear to open for- 
mal negotiations. 


Notice of intention to negotiate 


Before negotiations are actually be- 
gun, however, the Secretary of State is- 
sues a formal notice of “intention to 


negotiate,” together with a “list of prod- 
ucts on which the United States will 
consider granting concessions.” The 
publication of this list is not required 
by law, but the practice of issuing it 
has been followed for the purpose of 
providing definite notification to private 
interests as to whether the possibility 
of change in the particular rates of im- 
port duty of concern to them will be 
considered in connection with the pros- 
pective negotiations. Supplementary 
lists of products on which the United 
States will consider granting concessions 
may be issued, but no concessions are 
made on products not so published; on 
the other hand, not all products on the 
published lists are necessarily or ordi- 
narily included in the agreement. 


Public hearings 


A stenographic report is made of the 
public hearings before the Committee 
for Reciprocity Information, and sum- 
maries of this and of all briefs submit- 
ted and all correspondence received per- 
tinent to the subject are circulated 
among all the interdepartmental com- 
mittees concerned and other Govern- 
ment officials. The full transcript of 
the hearings and all original briefs and 
letters are made available to those who 
are actively engaged in preparing for 
the negotiation of the agreement. All 
correspondence received by the commit- 
tee is also carefully summarized and 
circulated to the trade agreements or- 
ganization. Thus every oral statement 
presented, every brief filed, and every 
letter received by the committee is 
widely circulated throughout the inter- 
departmental trade agreements organ- 
ization and comes promptly to the at- 
tention of those directly concerned with 
its subject matter. 


i 
Committee studies 


The procedure followed by the Tariff 
Commission in preparing data for coun- 
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try committees is indicative of the thor- 
oughness which characterizes all the re- 
search work of the trade agreements 
organization. A digest of information is 
prepared for each individual product to 
be considered for trade agreement nego- 
tiations. One of the commission’s econ- 
omists, with the assistance of a com- 
modity expert, prepares the digest in 
the first place. After review by other 
experts and finally by a subcommittee 
of the Tariff Commission, the digest is 
submitted by the representative of the 
Tariff Commission to the particular 
country committee for consideration 
and preliminary recommendation. The 
position of the Tariff Commission as an 
independent, nonpartisan, fact-finding 
and fact-reporting agency insures that 
all the data prepared by it will be ob- 
jective and unbiased in presentation. 

All the available data, including the 
special studies and tariff digests pre- 
pared by commodity experts and econ- 
omists, and the information received 
through the Committee for Reciprocity 
Information, are carefully reviewed by 
the country committee and utilized in 
drawing up its report, which embodies 
a summary of the economic background, 
information concerning the trade restric- 
tions of the other government which 
should be the subject of requests by the 
United States, and detailed economic 
information concerning each commodity 
on which the country committee feels a 
concession might be granted to or should 
be requested from the other country. 

If negotiations are initiated, it then 
becomes the rule for the country com- 
mittee to make further studies and 
analyses of the subject, including ques- 
tions and problems which arise in the 
course of negotiations. 

The country committee’s work does 
not end with the conclusion of an agree- 
ment, however. The committee contin- 
ues in existence to watch developments 
under the agreement or affecting it, and 


to make recommendations to the Trade 
Agreements Committee concerning any 
problems which may arise. 


Trade Agreements Commiitee recom- 
mendations 


The report of the country committee 
is considered by the Trade Agreements 
Committee, which formulates its own 
recommendations. After review by the 
Secretery of State and the President, 
these become the basis of negotiations. 

The close relationship between the 
Trade Agreements Committee and the 
Commz:ttee for Reciprocity Information 
assures, in addition to the regular dis- 
tribution by the latter of the informa- 
tion ard views received from private in- 
terests_ the timely consideration of such 
views Dy the former committee, which, 
as has been stated, is the key committee 
of the entire organization. 


Negotiations 

In the subsequent negotiations with 
representatives of the foreign govern- 
ment, members of the Trade Agree- 
ments Committee and the country com- 
mittee regularly participate. Frequently 
it is necessary in the course of negotia- 
tions to have further studies made by 
commodity experts and country com- 
mittees in connection with questions 
arising from requests made by the for- 
eign negotiators or with unforeseen 
problems which arise during the negoti- 
ations. These studies go through the 
same careful process of committee in- 
vestigetion and approval as do the orig- 
inal studies. These negotiations are of 
course carried on under the direction of 
the Secretary of State. 

When the negotiations are completed, 
the resulting proposed agreement is sub- 
mitted to the President for his approval 
and kis authorization for signing it. 
After it is signed (by the Secretary of 
State if the negotiations have taken 
place :n Washington), the agreement is 
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put into effect by proclamation of the 
President, in accordance with the terms 
of the agreement. 


An EXPERT METHOD 


This brief review of the procedure of 
the trade agreements program should 
serve to indicate that the United States 
now has a more careful and more expert 
method of dealing with foreign trade 
problems than it has ever had in the 
past, and that consideration of tariff 
matters has never before been so free 
of sectional, political, or logrolling influ- 
ences. The decisions made by the trade 
agreements organization, always reached 
only after a great deal of study and de- 
liberation, sometimes necessarily repre- 
sent compromises of conflicting views, 
but no decision is ever made without 
consideration of the general public’s in- 
terest or without carefully evaluating 
the economic consequences of each ac- 
tion. In other words, a new tariff tech- 
nique has been evolved in the United 


States, operating on the basis of a well- 
trained, professional personnel; scien- 
tific methods; adequate checks and bal- 
ances; a keen regard for the general 
public interest as well as the interests of 
American manufacturers, farmers, and 
industrial workers; a common-sense 
method of approach; and a constantly 
improving procedure. 

While at present the hostilities which 
again have broken out in Europe are 
the center of everyone’s attention, it 
must not be forgotten that ultimately 
the world, if it is to escape complete de- 
struction of its civilization, will return 
to conditions in which the peaceful arts 
of reciprocal and mutually beneficial 
commerce can again receive their requi- 
site attention in international relations. 
Then as never before we will need to' 
rely upon the aid of such policies and 
procedures as have been developed in 
the formulation and administration of 
the Reciprocal Trade Agreements Pro- 
gram of the United States. 
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Fundamental Aspects of the Trade Agreements 
Program 


By Henry J. Tasca 


Wnitten June 21, 1949 


HE trade agreements program was 

launched in 1934 in an endeavor to 
break down trade barriers and to extend 
the principle of equality of trading op- 
portunity. Agreements have been con- 
cluded with twenty-one countries, cover- 
ing 60 per cent of the aggregate foreign 
trade of the United States. While nec- 
essarily differing in detail, these trade 
pacts follow the same broad pattern. 
There are general provisions and sched- 
ules of concessions on specific commodi- 
ties included in each agreement. The 
general provisions relate chiefly to trade 
discrimination and the safeguarding of 
the detailed reciprocal concessions writ- 
ten into the schedules. These parts of 
trade agreements are analyzed below 
with a focus on certain fundamental 
aspects of policy significance. 


TRADE DISCRIMINATION 
Tariffs 


The principal forms of trade discrim- 
ination are reflected in the uniform em- 
phasis of the general provisions upon 
certain types of trade controls. In all 
the agreements there is the customary 
application of the most-favored-nation 
clause to tariffs, customs formalities, 
and laws or regulations affecting sale, 
taxation, or use of imported goods. 
This is an important assurance, par- 
ticularly in countries relying mainly 
upon tariffs as instruments of trade con- 
trol. In the first trade agreement with 
Canada, for example, the grant of most- 
favored-nation treatment alone meant 
lower duties on some 597 items, ac- 
counting for 20 per cent of total imports 
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and 31 per cent of total dutiable imports 
into Canada in 1935.3 

The rise of new methods of trade con- 
trol Eas, however, greatly lessened the 
relative importance of tariffs in many 
countries. The most effective and 
widely used instruments of discrimina- 
tion row consist of quotas, licensing ar- 
rangements, rationing of foreign ex- 
change, multiple exchange rates, barter 
agreements, and so forth. A large num- 
ber of countries, including many of 
those with which agreements have 
been signed, had adopted such controls 
before the outbreak of the present Eu- 
ropean war. As a weapon against 
discrimination, the trade agreements 
program has encountered formidable 
difficulties in this field. Whatever else 
may be said, the general provisions have 
offered an outstanding attempt to apply 
the most-favored-nation principle of 
equality of treatment to such controls. 


Quantitative controls 

Quantitative controls rigidly limit im- 
ports of individual commodities. The 
important question, therefore, is the 
share of such imports accruing to the 
United States. The basic or “repre- 
sentative” period formula is the key 
principle devised by the United States 
to calculate such shares. This formula 
requires the allotment of national shares 
on the basis of the proportion supplied 

1U. S. House of Representatives, Extension 
of Reciprocal Trade Agreements Act, Hearings 
before the Committee on Ways and Means, 
76th Congress, 3rd Session, On H. J. Res. 407, 
Washington, 1940, p. 628, U. S. Tariff Com- 
mission, Trade Agreement with Canada, Re- 
port No, 111, Second Series, Washington, 1937, 
p. 83 


66 THE ANNALS oF THE AMERICAN ACADEMY 


by the United States in some previous 
period. Experience has shown, how- 
ever, that it cannot provide nondiscrim- 
inatory treatment in the accepted sense 
of the term.1* Aside from the technical 
difficulties involved in applying the for- 
mula, the definition of what constitutes 
a “representative” period for each com- 
modity is obviously a matter of opinion, 
leading to widely varying results accord- 
ing to the interpretation of the officials 
concerned. 

But there is a more sericus deficiency. 
Even ‘if precise calculation were pos- 
sible, no allowance would be made for 
shifts in the competitive positions of 
producers in different countries. Thus 
the situation leads to ar uneconomic 
canalization of trade, constituting in 
fact a serious discrimination against a 
country in the process of improving its 
competitive position. Moreover, this 
discrimination increases as the period 
during which such restrictions are main- 
tained lengthens. The concept of any 
“representative” period as a formula of 
equality of treatment then becomes 
rather meaningless and illusory. 

Mainly for these reasons, the more 
recent trade agreements provide also for 
the consideration of “special factors” af- 
fecting trade in the articles concerned. 
Since the very nature of quantitative re- 
strictions prevents the operation of mar- 
ket forces from showing the true com- 
petitive position of different national 
producers, it is hardly possible to regard 
this change as of basic importance. 

Attempts have also been made to ap- 
ply the most-favored-nation principle to 
purchases of import monopolies, govern- 
ment contracts, and purchases of public 
supplies. In these cases the difficulties 
of detecting violations appear very diffi- 
cult indeed. For all practical purposes, 
reliance must be placed almost entirely 


1a Íe., the shares which result from the op- 
eration of competitive market forces in the 
absence of any quantitative restrictions, 


upon the good will of the government 
concerned.? There is here, however, as 
in the case of the formula discussed 
above and subsequently, an admirable 
effort to revitalize the principle of equal- 
ity of treatment. The difficulties must 
be attributed not to the instruments em- 
ployed, but to the impossibility of ade- 
quately reconciling discordant elements 
in international trade. 


Exchange controls 


In the great majority of the earlier 
trade agreements the representative pe- 
riod formula was also used to assure 
equality of treatment in the operation 
of exchange controls. Foreign exchange 
available for commercial transactions 
was not to be “less than the share em- 
ployed in a previous representative pe- 
riod prior to the establishment of any 
exchange control.”* The formula was 
deficient here also. Specific trade con- 
cessions could be seriously jeopardized 
through the accumulation of frozen 
commercial payments. There was, in 
addition, discrimination in fact, since 
exporters in other countries were able 
to secure prompt payment, for example, 
through clearing arrangements. Then 
there were all the various technical diffi- 
culties arising from the use of a base 
period to determine present exchange 
allotments. Finally, no provision was 
made against the application of dis- 
criminatory, differential rates of ex- 
change to the disadvantage of American 
exports. Differential exchange rates 
have been a powerful weapon of dis- 
crimination and trade diversion. 


2 There are also other quantitative provi- 
sions in the trade agreements. For these and 
for greater details on the subjects discussed 
above, see H J. Tasca, World Trading Sys- 
tems, Paris: International Institute of Intellec- 
tual Co-operation, League of Nations, 1939. 

8U. S. Government Printing Office, “Re- 
ciprocal Trade Agreement between the United 
States and Costa Rica,” Executive Agreement 
Series, No 102, Washington, 1937, Article TX. 
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New foreign exchange provisions, de- 
vised to meet these defects, forbid any 
restriction on the transfer of payments, 
and require the use of rates of exchange 
no less favorable than those applied for 
payments to any other foreign country. 
While an improvement in some respects, 
these provisions raise other problems. 
For example, to protect its currency po- 
sition, the foreign government is per- 
mitted under the terms of the agreement 
to impose or extend quantitative re- 
strictions upon imports. Thus there is 
the possibility that the trade agreement 
provisions will encourage the extension 
of quotas or lead to their revival.‘ 
More important, the shift of emphasis 
to quantitative controls brings back all 
the difficulties discussed earlier. 

State intervention, in the form of 
quotas and exchange control, is clearly 
incompatible with the principle of equal- 
ity of treatment. The two are antithet- 
ical in nature. 


OTHER GENERAL PROVISIONS 


The general provisions also consoli- 
date the customs regime established by 
the agreements. Tariffs cannot be 
raised on items included in the sched- 
ules of specific commodity concessions. 
Nor may tariff concessions, in the form 
of reductions or binding, be impaired by 
recourse to quantitative restrictions. 
This assurance is of particular value for 
countries not, employing such restric- 
tions extensively, since their freedom of 
action is curtailed, once an agreement 
is signed. 

Quantitative restrictions are, however, 
permitted in connection with internal 
production, marketing, and price con- 
trols, and measures operating to in- 
crease labor costs of domestic pro- 
duction. These exceptions reveal an 


*The significance of this has lessened with 
the tendency abroad to unify exchange and 
quantitative restrictions into single systems of 
control. 


interesting aspect of the conflict between 
state intervention and the Hull pro- 
gram. Production, marketing, and 
price controls generally tend to isolaze 
part of the national economy from 
world market forces. They are də- 
signed essentially to maintain and pro- 
tect given branches of industry and 
particularly agriculture. Quantitative 
restrictions are. imposed to make this 
effective. Since such controls are wide- 
spread, extensive quantitative restric- 
tions beyond the reach of the progran 
are possible. The fact is that such 
measures are inconsistent with the un- 
derlying philosophy of the trade agre2- 
ments program, which has endeavored 
to restore competitive market forces 
under private enterprise." 

The agreements also deal with admin- 
istrative or indirect protection. There 
are assurances, among others, on valua- 
tion for customs purposes, classification, 
prompt publication of tariff changes, 
and retroactive application of duty 
changes.° Administrative protectionism 
has greatly expanded in recent years, 
concomitantly with the growth of state 
control over foreign trade relations. 
This has so increased the area of ad- 
ministrative control that a vast field 
for concealed protectionism and discrim- 
ination has been created. No provisions 
can effectively reach these controls, the 
only safeguard being good will on the 
part cf the government concerned. 


SPECIFIC COMMODITY CONCESSIONS 


Every trade agreement contains 

5 Given the political and economic milieu in 
which the program has had to work, the 
avoidance of this conflict would have bezn 
asking too much of American officials admin- 
istering the program. 

®See H. J. Tasca, The Reciprocal Trade 
Policy of the United States (Philadelphia: 
University of Pennsylvania Press, 1938), Chap. 
XII; P. W. Bidwell, The Invisthle Tarif (New 
York: Council on Foreign Relations, 1939), 
pp. 131-32, 251-53, 
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schedules of specific commodity con- 
cessions. ‘These provide the basic at- 
tack upon specific trade barriers. One 
schedule lists the tariff concessions made 
by the United States. Then, there are 
one or more schedules comprising the 
concessions granted on particular Amer- 
ican products by the foreign country 
concerned. In both instances, conces- 
sions are ordinarily confined to articles 
of which each is the principal supplier. 
Another article in this issue examines 
in some detail the nature and the scope 
of American tariff reductions. 

The concessions obtained for Ameri- 
can exports vary considerably from one 
agreement to another. ‘These differ- 
ences may be attributed chiefly to the 
character of the two-way trade involved, 
the bargaining position of the United 

- States, and the particular kinds of trade 
controls employed by the foreign coun- 
try concerned. The principal types of 
concessions obtained include reduction 
or removal of duties; tariff and free list 
binding; various quota concessions, such 
as quota increases and minimum and 
supplemental quotas; reduction or bind- 
ing of tax treatment or other charges; 
and, finally, purchase guarantees. In 
‚addition, in the United Kingdom agree- 

- ment margins of preference, nearly all 

on products imported into British col- 
onies, have been reduced, abolished, or 
bound on a large number of items.” 

A thoroughgoing accurate estimate of 
the significance of these various conces- 
sions would involve the practically im- 
possible task of untangling all the vari- 
ous factors which determine the volume 
and the channels of international trade. 
This means, in effect, that one cannot 
accurately determine kow much trade 
barriers have been affected. It need not 


TSee U S. House of Representatives, op. 
cit., p. 624, for the number of concessions in 
these categories. For a detailed list, including 
every item in all agreements and the conces- 
sions obtained, see ibid, pp. 179—431. 


be emphasized, on the other hand, that 
no proof is required concerning the ben- 
eficial effects of such concessions upon 
trade. If trade restrictions are miti- 
gated, trade must flow more easily and, 
other factors not interfering, in greater 
volume. The trade agreements program 
has unquestionably made progress in 
this respect. 

The accompanying table gives the 
reader some idea of the volume of 
American exports covered by specific 
commodity concessions. 


Per Cent or TOTAL UNITED STATES Exports 
on Waca Concessions Have BEEN 
OBTAINED ON Basis oF 1937 DATA & 




















' Agi- Nonagri- All 
cultural | cultural | Prod- 
Products | Products ucts 
Reductions in 
duty and other 
mitigations of 
trade barriers. 12.9 14.4 14.0 
Bindings at exist- 
ing levels. ... 34.0 9.9 15.8 
Total concessions | 469 24.3 29.8 


OBSTACLES TO SUCCESS 


The foregoing discussion has been 
restricted to the more important provi- 
sions and principles of the American 
trade agreements. Emphasis has been 
placed upon fundamental principles 
rather than details. An adequate per- 
spective of these agreements, however, 
requires a consideration of the princi- 
ples and provisions against the back- 
ground of the general problem of inter- 
national commercial policies which the 
program has had to face. 

The promotion of the principle of 
equality of treatment has been the key- 
stone of the whole program. Full suc- 
cess in this field would have implied the 
restoration of the international trading 


8 Source: U. S. Department of State. The 
table excludes certain data which would not 
noticeably alter the statistics presented. 
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system, accompanied by the demobiliza- 
tion of a larger part of the tremendous 
superstructure of trade barriers erected 
since the Great War of 1914-18. 

But the fact cannot be escaped that 
the trade agreements program has not 
been sufficient for decisive progress in 
this direction, very largely because of 
forces external to the program. As to 
the trade agreements themselves, the 
formulae devised to apply the most- 
favored-nation principle to non-tariff 
trade controls do not afford equality of 
treatment in any accepted sense of the 
word. They approached this norm 
more nearly when such trade restric- 
tions had not been in effect for any 
considerable period. With the passage 
of time they have become wholly arbi- 
trary from the view of equality of treat- 
ment. 

The employment and conception of 
such formulae suffers, moreover, from 
the implication that quantitative and 
exchange controls, for example, remain 
strictly temporary and emergency meas- 
ures in competitive market economies. 
This was undoubtedly true during the 
early history of such depression con- 
trols; but for several years prior to the 
outbreak of the present European war, 
the tendency to regard such controls as 
temporary was clearly on the decline in 
many countries. Of even more impor- 
tance, a strong tendency developed to- 
wards the integration of these controls 
into systems of external economic regu- 
lation inseparably linked with internal 
economic controls. Comprehensive sys- 
tems of national economic regulation re- 
sulted. The application of such formu- 
lae to these national systems and the 
commercial policy blocs which devel- 
oped concomitantly, was clearly bound 
to fail unless drastic measures were 
taken simultaneously with the Hull pro- 
gram to remove the underpinnings of 
the newer commercial policy tendencies. 

Thus it becomes clearer, in part at 


least, why so little was accomplished by 
the program in concluding trade agree- 
ments with countries maintaining wide 
and highly centralized state control over 
trade. The one important case, Turkey, 
did not involve any change in that 
country’s basic policy. The trade 
agreement was possible only because of 
the “favorable” balance of trade whica 
that country enjoyed with the United 
States. This enabled the United States 
to fit its policy into a state-regulated 
system—not the reverse. The bilateral- 
balance-of-trade criterion is the antithe- 
sis of the American program, yet esser- 
tially that was the basis of the Turkish 
agreement. 

Moreover, the commercial policies of 
countries with which trade agreements 
were not signed, tended to move away 
from the Hull principles. Bilateral bal- 
ancing of trade, instead of gradually 
disappearing as a commercial policy 
aim, became more firmly entrenched. 
Such democratic countries as Argentina, 
New Zealand, and Denmark, to say 
nothing of Japan, Italy, and Germany 
with its economic satellites in Central 
and Southeastern Europe, consolidated 
their discriminatory trade policies.® 
Even though the benefits of American 
tariff reductions were extended to all 
these countries except Germany, under 
the most-favored-nation principle, the 
United States was unable to obtain non- 
discriminatory treatment even in terms 
of the formulae discussed earlier. 

Further, both agreement and non- 
agreement countries made narrow ti- 
lateral agreements which, through more 
ample payments facilities, preferential 
quantitative concessions, and the like, 

2 This is, of course, admitted by officials 
responsible for the administration of the pro- 
gram. Eg, U. S. Senate, Extension of Re- 
ciprocal Trade Agreements Act, Hearings ke- 
fore the Committee on Fimance, 76th Con- 
gress, 3rd Session, Washington, 1940, p. 21 et 
seg.; U. S House of Representatives, op. at, 
pp. 730, 880, 892. 
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either discriminated directly against the 
United States or forced other countries 
to give their exports preferential treat- 
ment at the expense of the United 
States. Great Britain, for example, 
prior to the present war obtained pref- 
erential exchange treatment from Ar- 
gentina and preferential trade treatment 
from the Baltic countries, Denmark, 
and Poland. In addition, Great Britain 
concluded trade diverting payments, 
and clearing agreements with Italy, 
Germany, Rumania, Hungary, and 
Turkey.*° 

As to the second major objective of 
the program, the reduction of trade bar- 
riers, somewhat different observations 
are in order. Definite and important 
concessions have been secured for Amer- 
ican exports. Moreover, significant 
progress appears to have been made in 
the downward revision of the American 
tariff. Only those intimately familiar 
with the operation of the program can 
fully realize how difficult this has been 
in the face of powerfully organized mi- 
nority vested interests. Trade agree- 
ment officials have had to compromise 
between saving the program from Con- 
gressional annihilation owing to the ef- 
forts of pressure groups, and reducing 
the unconscionable Hawley-Smoot tariff 
to levels more in accord with the eco- 
nomic requirements of this country. 
Viewed in this setting, the American 
tariff reductions appear considerably 
more impressive than might otherwise 
be the case. 


FUTURE OF THE PROGRAM 


The trade agreements program repre- 
sents an outstanding contribution to the 
improvement of economic relations be- 
tween nations. For the promotion of 

10 See Tasca, World Trading Systems, op. 
cit., Part II, for a fuller discussion of the re- 
strictive character of British trede policy be- 
fore the outbreak of the present war. It 
sharply contrasted and conflicted with Ameri- 
can trade policy. 


economic welfare, it is difficult if not 
impossible to conceive of any com- 
pletely acceptable alternative program. 
Moreover, it is admirably suited to the 
international economic and financial 
position of this country. A permanent 
abandonment of the Hull principles 
would mean real standards of living 
considerably lower than might otherwise 
be possible. While it may be true that 
the program has not achieved the de- 
gree of success which some may have 
anticipated, it is equally true that this 
cannot be attributed to the program it- 
self in any decisive degree. 

Recent developments have conclu- 
sively demonstrated that the objectives 
of the trade agreements program can be 
fully attained only if certain desiderata 
are realized. First, it is essential that 
the forces of economic liberalism tri- 
umph over the doctrines of extensive 
state regulation of economic life. The 
Hull program is vitally dependent upon 
the existence of private enterprise and 
a market economy. American expe- 
rience with the formulae discussed 
above shows the essential incompatibil- 
ity of mixed systems on any broad scale. 

Closely related is the second condi- 
tion that other phases of national eco- 
nomic policy support the Hull princi- 
ples. This means that agricultural, 
industrial, and monetary policies must 
be consistent with the requirements of 
economic liberalism. 

In the third place, democracy must 
be permitted to function on the basis of 
the interests of the country as a whole 
through the capable machinery of the 
trade agreements organization. ‘This is 
clearly possible if the people are defi- 
nitely awakened to their economic stake 
in the program. Considerable progress 
in this direction has been achieved by 
Washington officials in collaboration 
with other interested groups.** 


11 The question of whether governmental 
agencies should engage in this type of work 
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Finally, international political condi- 
tions must be such that economic au- 
tarchy and the constitution of economic 
blocs can have no military or political 
significance. The goal must be the im- 
provement of standards of living, and 
not the construction of insuperable mili- 
tary organizations. Much of the growth 
of trade discrimination, uneconomic bi- 
lateralism, and the drive for self-suffi- 
ciency can be traced to the absence of 
political equilibrium. A large part of 
the various difficulties the Hull program 
has had to face arise out of conditions 
of international political insecurity. 
This is why a fair appraisal of the op- 
eration of the Hull program on eco- 
nomic grounds alone is not possible. 
Its life has covered a period of intense 
political disturbances, in which strategic 
preparation for war soon completely 
is left to the political scientists, From the 


viewpoint of the economics of the problem, 
the position seems clear. 


eclipsed any considerations of economic 
welfare. 

If these desiderata appear fantastic in 
the light of recent trends and events, 
this eloquently stresses the difficulties 
besetting the future of the Hull pro- 
gram. In the postwar world, whenever 
that may come, these conditions will 
have to be met if the trade agreements 
program in its present form is to have 
a real chance of success. In the mean- 
while, the Hull principles are well worth 
keeping alive. Whether they will even- 
tually become the basis of world com- 
mercial relations may well hinge upon 
the ouicome of the tremendous struggle 
now in process.’? 


12 For an important contribution on tke 
various problems discussed in this article, and 
others of a relevant nature, see the forthcom- 
ing book by Professor J. B. Condliffe entitled 
Economic Policy and Peace. See also E, 
Staley, The World Economy in Transition, 
New York: Council on Foreign Relations, 
1939. 
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Has the Trade Agreements Program Succeeded ? 


By EucENE P. THOMAS 
Written July 5, 1940 


T IS difficult to review calmly the 

trade results of America’s foreign 
commercial program, in a period which 
has been blotted out by the ravages of 
a war which has isolated the United 
States from her leading markets. 


CONTRACTION OF AMERICAN TRADE 


The area of the world in which Amer- 
ican trade is practicable has been nar- 
rowed as country after country has be- 
come involved in hostilities and forcibly 
drawn into the economic orbit of Ger- 
many. The invasion and conquest at 
time of writing, as France capitulates, 
of eleven European nations—Austria, 
Czechoslovakia, Poland, Denmark, Nor- 
way, Netherlands, Belgium, Finland, 
Latvia, Estonia, and France—and the 
loss of these markets force the United 
States to concentrate its attention on 
markets with which trade is still pos- 
sible. 

The eleven European markets from 
which America has been shut out by the 
war involve a total trade of approxi- 
mately $760,000,000, of which $458,- 
000,000 represents exports. As all Eu- 
rope and the British Empire are in- 
volved in the wartime restrictions on 
the normal trade of the United States, 
we reach a grand total of approximately 
$2,600,000,000 of trade no longer avail- 
able except on a basis of cash-and-carry 
by countries no longer free or willing to 
buy American peacetime commodities. 
Of the European trade, exports repre- 
sent 40 per cent of total American ex- 
ports, and imports represent 27 per cent 
of our total purchases abroad. British 
Dominions and Crown colonies also 
must be added to the areas in which 
American trade enterprise is drastically 
restricted. The British colonial empire 
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alone accounts for a total trade with 
the United States amounting to about 
$500,000,000, of which $200,000,000 
represents exports. 

The problem is one of such colossal 
proportions that our trade agreements 
program no longer exists except as a 
monument to American effort to find a 
solution of the world’s economic ills. 
The tremendous pressure upon our do- 
mestic economy, resulting from events 
in war-stricken Europe, constitutes a 
national problem which is a challenge 
to the genius and the resources of both 
government and business. 

In dealing with the subject allotted to 
me I find it necessary, therefore, to treat 
of the results of the trade agreements 
program as a constructive experiment to 
be examined in the light of relatively 
normal world conditions; and, secondly, 
as a landmark in American economic 
history, the survival of which after the 
vicissitudes of war is a matter of deep 
concern to our Nation and people. 

Much study and thought are being 
given in American business circles to 
the policy which must be pursued in the 
face of conditions in international trade 
which give little hope of an early change 
favorable to the recovery of our lost 
markets. On the outcome of the pres- 
ent phase of the war will depend the 
course to be charted. .Triumph not only 
for the military might of Germany and 
Italy but for totalitarian principles and 
methods of trade would mean greater 
economic isolation of the American 
Hemisphere and would project pan- 
America into an era of both military 
and economic defense of a character 
unparalleled in our history. 

It should not be forgotten, in these 
days of recrimination as to the causes 
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of the present war, that the United 
States was lavish in its aid to countries 
seeking to rise from the ruins of a pre- 
vious devastating war. Our mistake 
was a too credulous reliance on the 
chastening effects of that war in bring- 
ing about political and economic ap- 
peasement in Europe. The distorted 
policies engendered by a revival of mili- 
tarism and the transition by some lead- 
ing countries to a wartime economy cli- 
maxed the disrupting trends which 
made recovery from depression a com- 
plex problem of major proportions. 

While the situation in Europe which 
led up to the present war is becoming 
increasingly disadvantageous to Ameri- 
can trade and to the spread of freer 
commercial intercourse among the na- 
tions by extension of the trade agree- 
ments program, thé previous conclusion 
of twenty-one agreements (two of these, 
with Canada and Cuba, being revisions) 
had effected results which gave most 
favorable promise of continuing success 
in breaking down excessive trade bar- 
riers and basing trade more uniformly 
on equality of treatment. 


VoLUME OF TRADE AND PRODUCTION 


In normal times American export per- 
centage, by value, is about one-sixth of 
agricultural production and about one- 
tenth of total manufactures. A number 
of important classifications run much 
higher. In 1925, for example, a nor- 
mal year, about 30 per cent of wheat 
was shipped abroad; 58 per cent of cot- 
ton; 35 per cent of tobacco; 48 per cent 
of copper; and 20 per cent of machin- 
ery. In agricultural exports, variable as 
to supply, and in heavily capitalized 
manufactures with considerable finan- 
cial overhead, a small percentage in- 
crease in exports may make all the dif- 
ference between profit and loss. 

The combination of adverse condi- 
tions that impeded trade recovery in the 
United States after the great depression 


of 1930 turned the minds of our states- 
men and business leaders to considera- 
tion of a foreign commercial policy 
which would gradually bring about a 
lowering of trade barriers and, through 
the consequent momentum towards an 
increase in total world trade, would aid 
all countries in overcoming the causes 
that lay behind the trend toward self- 
sufficiency. 

The nationalistic movement in the 
direction of autarchy which followed 
the previous war caused such a marked 
decline in world trade that by 1932 the 
total volume was but 74.5 per cent of 
that of 1929. Manufactures suffered 
the largest decline-—-59 per cent of the 
1929 volume. During the period 1929- 
32, world industrial activity dropped to 
68.7 per cent and raw materials to 71.4 
per cent of the 1929 levels. 

By 1938, world production was above 
the 1929 level. That much of this re- 
covery was due to rearmament policies 
and the transition to war economies is 
beyond doubt. This diversion of in- 
dustry to war equipment had its effect 
also in disrupting the normal channels 
of trade by the pressure exerted by the 
totalitarian countries to place their for- 
eign trade on a barter basis. This re- 
sulted in exchange difficulties, compen- 
sation agreements, fewer opportunities 
for multilateral trade, and, in conse- 
quence, the reduction of the volume of 
world trade in 1938 to 89 per cent of 
that of 1929. The persistence of the 
trend towards national self-sufficiency 
remained as an obstacle to the complete 
success of America’s trade agreements 
program. 


PURPOSE AND RESULTS OF TRADE 
AGREEMENTS 
The Reciprocal Trade Agreements 
Act of 1934 was the result of the grow- 
ing opposition to a tariff policy uni- 
lateral and negative in character in a 
period that called for leadership in 
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bringing about a revival of international 
co-operation. Seeking relief from the 
accumulated evils of postwar maladjust- 
ments and falling prices, the debtor na- 
tions restricted the flow of foreign trade 
by dumping goods on the international 
markets and reducing their imports to 
the lowest possible level. The maldis- 
tribution of gold and the restricted cred- 
its and investments added to the diffi- 
culties of a situation which led many 
nations to depart from the orthodox 
principles and rules that govern inter- 
national commerce. 

As a prime factor in the effort to re- 
store our foreign trade to the 1929 level 
—-the largest foreign trade of any single 
area in the world—the trade agreements 
program realized in large measure the 
expectations of those who supported this 
change in our foreign commercial pol- 
icy. A comparison of the rates of in- 
crease respectively with agreement and 
nonagreement countries proves conclu- 
sively that the operations under the Re- 
ciprocal Trade Agreements Act were 
conducive to an increase in the total of 
world trade and to greater stability in 
trade relationships. Our 1937 exports 
increased over 1934 by 54.5 per cent. 
Droughts, the increasing obstacles to 
trade by countries pursuing barter 
transactions, and the gaining momen- 
tum in war preparedness in Europe, 
while reducing our exports in 1938 by 
$200,000,000, left an export balance of 
over a billion dollars. The growing de- 
mand for war materials had begun to 
create an artificial stimulus to manu- 
factured exports, while reducing our ex- 
ports of agricultural products. 

Examining the results of the trade 
agreements program of the United 
States, it should be noted that the act 
did not become effective until 1935, 
when totalitarian war-preparedness trade 
transactions were making aggressive in- 
roads in European and Latin American 
markets. Despite all the difficulties 


that surrounded the operations of the 
trade agreements program, in 1934 and 
1935 exports from the United States 
averaged $2,200,000,000. In 1937 and 
1938, with seventeen agreements in 
effect for most of the period, exports 
averaged $3,200,000,000. During the 
period 1937—38 exports from the United 
States to countries with which reciprocal 
trade agreements were in operation 
showed an increase of 61.2 per cent 
against an increase of 37.9 per cent in 
exports to nonagreement countries. It 
is significant not only that exports to 
the trade agreement countries have 
gained relatively more than exports to 
nonagreement countries, but also that 
the agreement countries generally have 
increased their imports of American 
products more than they have increased 
their imports of the products of other 
countries. 

While it is true that previous to the 
operation of the trade agreements pro- 
gram our exports had made substantial 
advances from the 1932 level, and that 
no miraculous powers are ascribed to 
our trade policy, nevertheless it is ap- 
parent that the Reciprocal Trade Agree- 
ments Act has proved to be a marked 
stimulus to that trade. 

The most important results of our 
trade agreements policy were the re- 
moval of vexatious import regulations, 
particularly as to value of the goods 
for assessment to duties, and the general 
simplification of customs procedure. 
What the American exporter com- 
plained of was not so much tariff level 
as the additional imposts camouflaged 
by a complicated system of import regu- 
lations, and discriminating quotas, H- 
censes, and exchange controls. What 
business fears most in international 
trade is the uncertainty and instability 
due to unilateral action by the import- 
ing country. The trade agreements suc- 
ceeded in removing many of these irri- 
tating obstacles. 
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The necessity for a change in our 
tariff policy and in tariff-making proce- 
dure was brought home to the Congress 
by the reactions abroad following the 
1930 Tariff Act. Formal protests were 
received at Washington from thirty- 
three trading nations. The Hawley- 
Smoot tariff was born of the fears cre- 
ated by the depression. Instead of real- 
izing the expectations of its authors as 
a defensive measure, it aroused consid- 
erable opposition abroad which took the 
form of reprisals. Spain, Italy, France, 
and the British Empire, to take but a 
few examples, instituted tariff changes 
that made more difficult the recovery 
of the United States from the depres- 
sion. 

Our trade with France, Canada, and 
Great Britain was seriously impaired by 
changes in their tariff policies which dis- 
criminated against American goods. The 
trade agreements with Canada, the 
United Kingdom, and France smoothed 
out the differences that had arisen and 
once more opened the door to a freer 
flow of trade. 


LOOKING AHEAD 


Present conditions in international af- 
fairs—with diversion of our European 
trade into wartime emergency channels 
to the virtual exclusion of American 
peacetime commodities—compel serious 


consideration of America’s future for- 
eign commercial policy. Closer pan- 
American consolidation of economic 
interests has the support of all the 
Americas and of Canada. Whatever 
the outcome of the latest tragic phase 
of the European war, the Americas will 
probably be confronted with a Euro- 
pean economic bloc with which it will 
be necessary to bargain. There are in- 
dications in some quarters of the United 
States cf a tendency to regard the trade 
agreements program as outmoded as a 
solvent of trade problems after this war. 
The unconditional principle of the most- 
favored-nation clause is meeting with 
criticism as not adaptable to the 
changed conditions which the return of 
peace will bring. 

It is impossible at this stage to do 
more than determine what principles 
should guide the United States in seek- 
ing to re-establish its trade relations 
with the countries now isolated by the 
war. In seeking a formula by which 
this country may be guided in charting 
its future course in world commerce, it 


. is of primary concern that the principle 


of nondiscrimination and equality of 
treatment shall survive the present war 
and be incorporated in any future inter- 
national agreement as indispensable to 
the rehabilitation of impoverished Eu- 
rope and the advancement of world 
commercial peace. 
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Lowering Our Tariff Wall by Trade Agreements 


By Raymond B. STEVENS 
Whitten May 14, 1940 


HE objective of the present foreign 

_trade policy of the United States is 
set forth plainly in the language of the 
Trade Agreements Act itself. This leg- 
islation, which takes the form of an 
amendment to the Tariff Act of 1930, 
authorizes the conclusion of trade agree- 
ments with foreign governments “for 
the purpose of expanding foreign mar- 
kets for the products of the United 


States,” making available outlets abroad 


for those branches of American produc- 
tion’ which require them, in exchange for 
“corresponding market opportunities for 
foreign products in the United States.” 

Recognizing that the Congress itself 
could neither undertake the long and 
involved studies of trade barriers, both 
our own and foreign, necessary to imple- 
ment such a policy, nor conduct the ac- 
tual negotiations with foreign govern- 
ments, the legislators delegated to the 
Chief Executive the task of carrying out 
this policy, and in so doing, established 
certain economic standards to be fol- 
lowed by him. The trade barriers to be 
removed were to be those found “un- 
duly burdening or restricting the foreign 
trade of the United States.” The ad- 
mission of foreign goods into the United 
States was to be regulated “in accord- 
ance with the characteristics and needs 
of various branches of American pro- 
duction. . . .” 

The application of these standards is 
limited in that ‘‘no proclamation shall 
be made increasing or decreasing by 
more than 50 per centum any existing 
rate of duty or transferring any article 
between the dutiable and free lists.” 

Actual reductions in our tariff repre- 
sent, therefore, only one side of a bar- 
gaining transaction. A comprehensive 
study is made of the American products 
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for which increased opportunities may 
be obtained in a given country. Our 
Government studies most carefully the 
concessions it will seek abroad, then 
considers the reductions it can offer in 
exchange without serious damage to 
mining, manufacturing, or farm indus- 
tries in the United States. There is no 
alteration of United States import du- 
ties without the most careful weighing 
of the compensatory advantages to be 
obtained for American producers. 

Since the broader aspects of the trade 
agreements are discussed fully in otber 
articles in this symposium, the scope of 
this paper is limited to a consideration 
of the procedure used in selecting the 
commodities on which duties may be re- 
duced, the facts considered in determin- 
ing the extent to which the rates should 
be lowered, and the degree to which the 
trade agreements have lowered our tariff 
duties. 


PROCEDURE USED AND FACTS 
CONSIDERED 1 


The inauguration of the trade agree- 
ments program in 1934 represented a 
new departure in United States tariff- 
making policy, and new agencies had to 
be established and new methods devel- 
oped to effectuate it. The task was 
complicated by the fact that the trade 
agreements program was initiated at a 
time when United States business was 
just beginning to recover from the worst 


1In this section extensive use has been 
made of the testimony of Commissioner A. 
Manuel Fox of the United States Tariff Com- 
mission at the Hearings (January 1940) be- 
fore the Committee on Ways and Means, 
House of Representatives, on the Joint Res- 
olution to extend the Trade Agreements Act, 
The complete text of Mr. Fox’s statement will 
be found on pp. 491-712 of those Hearings. 
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depression in its history, when the dam- 
age resulting from improvident reduc- 
tions in the tariff would have created 
domestic difficulties outweighing any 
benefits obtained for our exports in 
foreign markets. To effect any signifi- 
cant modification of trade barriers by 
foreign countries the United States had 
to reduce some of its tariffs, but could 
not afford to reduce them indiscrim- 
inately. 

The agencies set up to carry out 
the trade agreements program, and the 
administrative procedure which they 
adopted, made it possible to obtain ad- 
vantages for United States products in 
foreign markets without sacrificing the 
interests of American producers or en- 
dangering the living standards of Ameri- 
can workers. That the agencies set up 
might work to these ends, it was neces- 
sary to provide: (1) facilities for ob- 
taining basic economic information; 
(2) a highly specialized organization 
for studying and carefully weighing the 
facts; (3) full opportunity for all par- 
ties concerned to present their case; 
and (4) adequate checks and balances 
to insure that all the facts be obtained 
and examined and that consideration be 
given to all the interests affected. It is 
only by such precautions that adequate 
—without excessive—protection can be 
insured. 

Final recommendations to the Presi- 
dent and the Secretary of State are 
made by the Interdepartmental Com- 
mittee on Trade Agreements, a commit- 
tee composed of representatives of the 
Departments of State, Agriculture, Com- 
merce, and Treasury, and of the United 
States Tariff Commission. To carry on 
its work this committee has organized 
special study groups, such as the coun- 
try committees, commodity committees, 
and special subcommittees on specific 
problems, such as exchange controls. 

The Tariff Commission is represented 
on each of these committees, and its 


represertatives supply information con- 
cerning import items on which conces- 
sions are to be considered in the nego- 
tiations with each country. The data 
are given to the committees in the form 
of digests of information, which are 
carefully prepared economic analyses of 
the problems occasioned by imports of 
each product of which that country is 
an important supplier. Throughout, 
the emphasis is upon the competitive 
impact between imports and the prod- 
ucts of domestic industry. The scope 
of the digests is best indicated by the 
following check list of information that 
is used in their preparation. 


Product A 


Concessions sought by country M 
Representations made through Committee 
for Reciprocity Information: 
Opposing a reduction in duty 
Favoring a reduction in duty 
Rank of country M as supplier 
Status: 
Position in the trade between United 
Stetes and country M 
Bargairing importance 
Description and uses of product 
Present duty and tariff history 
Equivalent ad valorem over a period of 
years 
Effectiveness of duty, including its relation 
to other duties 
Relaticn of duty to domestic control pro- 
grams 
Raw material and sources of supply 
Domestic consumption and markets 
Localization of foreign competition 
Domestic production 
Competitive factors, including cost of pro- 
duction 
Imporis 
Principal sources of imports 
Imporcance of United States market to 
fcreign suppliers 
Foreign controls of prices and markets, 
including cartel operations 
Expor-s 
Discussion of appropriate country for bar- 
gunung 
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Probable effect of concessions on competi- 
tion 

Technical questions involved in concession: 

Reclassification, compensatory rates, and 

customs administrative problems 

Other pertinent economic factors favorable 
to making concession and unfavorable 
to making concession 


All the facts must be carefully exam- 


ined in order to determine the extent to 
which the tariff on any particular com- 
modity can be adjusted. If there is 
any reason to believe that a reduction 
in duty might result in an excessive in- 
crease in imports, especially from coun- 
tries other than the one with which the 
negotiations are being conducted, quotas 
or customs reclassifications are often 
used so that the concession will produce 
the greatest advantages to the country 
with which we are making an agree- 
ment, and at the same time safeguard 
the interests of American producers. 

The quotas adopted have been of two 
basic types. The most common type is 
the customs quota, under which a lim- 
ited quantity may be entered at the new 
reduced rate; there are several varia- 
tions of this type. The other is the 
rigid quota, under which the quantity 
to be entered both at the reduced rate 
and at the pre-agreement rate is defi- 
nitely limited. This has been resorted 
to on only a few occasions. 

In addition to these quantitative safe- 
guards, frequent resort is made to re- 
classification (usually in the form of 
limiting the concession to part of the 
tariff item instead of the whole item) 
to protect both the interests of Ameri- 
can producers and those of the country 
with which the pact is made. Illustra- 
tive of this are the concessions granted 
on cotton cloth to the United Kingdom. 
In that agreement, duties were reduced 
on a large variety of cotton cloths, but 
value brackets were inserted which lim- 
ited the effect of the lower rate of duty 
to higher-priced types of goods which 


were British specialties and not highly 
competitive with the bulk of the prod- 
uct of the cotton textile industry in the 
United States. ; 

One example will show how this 
method was employed. A moderate re- 
duction in duty was made on bleached 
cotton cloth (Par. 904 (b)) containing 
yarns the average number of which did 
not exceed No. 60 if valued at more 
than 80 cents a pound; a somewhat 
greater concession was made upon cloths 
containing yarns in the 60-90 class if 
valued at more than $1.20 a pound; and 
a still greater reduction in duty was 
given on cloths in which the average 
yarn count was above 90. By this 
device, rates of duties were lowered in 
proportion to the extent that they con- 
stituted British specialties. 


EFFECT OF TRADE AGREEMENTS ON 
UNITED STATES TARIFF LEVELS ? 


There is no entirely satisfactory way 
to measure the relative height of a coun- 
try’s tariff wall. About all that can be 
done—and it is doubtful procedure at 
best—is to compute the average equiva- 
lent ad valorem of the rates in effect. 
An equivalent ad valorem is the ratio 
of the duties collected to the value of 
the imports on which they have been 
imposed. It is, in other words, a com- 


2 No attempt is made here to compare the 
present level of the United States tariff with 
that before 1930 or with tariffs in other coun- 
tries, The writer is of the opimon that such 
general comparisons are meaningless unless 
one examines carefully the elements account- 
ing for the duties imposed and evaluates the 
influence of these economic and political con- 
siderations on the resultant averages. Space 
does not permit such an analysis in this study. 
Those interested in these aspects of the prob- 
lem may find the following references of espe- 
cial interest: Dictionary of Tariff Information 
(Washington: United States Tariff Commis- 
sion, 1924), pp. 770-75; Extension of Recipro- 
cal Trade Agreements Act (Hearings, Com- 
mittee on Ways and Means, House of Repre- 
sentatives, Washington, 1940), pp. 43, 752~54, 
792-801, 2794-96, 
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mon denominator for obtaining an av- 
erage of rates, some of which are specific 
(i.e., so much per unit of quantity) and 
some of which are ad valorem (i.e., a 
fixed percentage of the value). 

One of the serious defects in the use 
of the equivalent ad valorem for this 
purpose is that the restrictive effect of 
rates of duty so high as to prohibit or 
sharply curtail imports is not reflected 
in the average. Under a tariff with, 
say, ten prohibitive rates and one low 
rate, the average ad valorem equivalent 
of the duties collected on actual imports 
might well be lower than under a tariff 
providing for only low rates, since the 
prohibitive rates exclude imports. The 
obvious arithmetic of the case is all too 
frequently overlooked in discussions on 
the tariff, even in Congress. 


TABLE 1—EQUIVALENT AD VALOREM RATE 
on DUTIABLE Imports? 


Year Per cent 
1931 . 53.2 
1932 a 59.1 
1933 53.6 
1934 46.7 
1935. 42.9 
1936. . 39.3 
1937 378 
1938 39.3 
1939 36.0 


modities which had previously been on the 
free list were made taxable, and since that 
date have been reported as dutiable commodi- 
ties. The principal commodities affected 
were petroleum, copper, lumber, and coal. 


For the same reason, average ad va- 
lorem equivalents cannot logically be 
used even to compare the height of the 
rates under one tariff law with the 
height of those under another even 
within a given country’s history. The 
difficulty is aggravated by the change- 
ability of such factors as the duty treat- 
ment of various articles, unit prices, 
especially of articles subject to specific 

3 Compiled by the U. S. Tariff Commission 


from official statistics of the U. S. Department 
of Commerce. 


duties, and the relative quantities of 
each commodity imported. 

For these reasons, the equivalent ad 
valorem rates for the years 1931 to 
1939 as shown in Table 1 do not indi- 
cate in any precise way a continual low- 
ering of the tariff, nor can the decline in 
such rates since the first trade agree- 
ment (with Cuba) became effective in 
September 1934 be attributed wholly to 
the recuctions in rates effected by the 
agreements. 

In an effort to determine the extent 
to which the reductions in duty under 
the trade agreements program have ac- 
tually lowered the level of tariffs, the 
Tariff Commission has recently made a 
study of imports under the agreements 
up to 1939, using 1937 as the base 
year.* Imports in the single year 1937 
were chosen as a basis in order to elim- 
inate any difficulty caused by changes in 
unit prices or relative quantities, and 
equivalent ad valorem rate3 were com- 


puted at the rates of duty in effect both , 


before and after the reductions had been 
made. ‘This procedure, although the 
most rzasonable possible, is subject to 
the limitation that there is no way of 
ascertaining what might have been the 
relative importance of different com- 
modities entering during 1937 had the 
rates o: duty previously or subsequently 
reduced actually been in force during 
that year. 

The results, shown by tariff schedules 
in Table 2, indicate that the rates on 
articles on which duty-reduction con- 
cessions were made were reduced from 
an average of 57 per cent ad valorem 
to 35 per cent ad valorem; such imports 
valued at $518,570,000 in 1937.5 The 


*The influence of reductions in rates of 
duty mede by reciprocal trade agreements up 
to November 1939 on the average ad valorem 
equivalents, computed on the basis of imports 
in 1937, Washington: U. S. Tariff Commis- 
sion, Jan. 1940. 

5 This computation does not take into ac- 
count tke reductions on tobacco in the Sup- 
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TABLE 2—Isrorts Susyect TO RATES or Duty REDUCED BY TRADE AGREEMEXTS, 1937 





















Computed duty on items Equivalent 
Value of | subject to reduced rates ad valorem 
abject to pie there 
su coon 
Tariff schedule uced in rates 
rateae At pre- At Pre- Agree- 


agreement | agreement | agreement ment 
tates 


rates rates rates 
(Thousanda)| (Thousands)| (Thousands)| (Per cent) | (Per cent) | (Per cent) 























1. Chemicals, oils, and 
paints. .... oo JL... ls 19,138 i$ 6,106 i$ 4,145 32 22 31 
2. Earths, earthenware, and 
glassware.. ... 7,685 3,081 2,049 40 27 32 
3. Metals and manufactures 
of... .. 69,390 32,046 20,381 46 29 37 
4, Wood and manufactures 
Olney eit’ Ge dtd a 14,780 2,378 1,246 16 8 50 
5. Sugar, molasses, and 
manufactures of .... .. 105,810 64,279 38,565 41 
6. Tobacco and manufac- 
tures of ....... 23,488 20,546 16,866 18 
7. Agricultural products 
and provisions . .. 88,139 25,976 15,495 40 
Fish and fish products 9,979 1,669 1,054 35 
Other .. ....... 78,160 24,307 14,441 42 
8. Spirits, wines, and other 
beverages... . > 69,084 85,054 42,633 50 
9. Cotton manufactures. . -| 14,840 5,558 4,082 26 
10. Flax, hemp, jute, and 
manufactures of ..... 28,619 10,841 6,349 42 
11. Wool and manufactures 
Off ES .. .| 24,510 16,615 12,221 26 
12. Silk manufactures . 2,506 1,488 1,135 24 
13. Manufactures of rayon 
or other synthetic textile 1,127 1,169 974 17 
14, Papers and books.... 9,241 2,465 1,501 41 
15, Sundries ........ .| 34,734 16,337 11,197 32 
Free list®.... as ee 5,479 307 153 50 
Total, dutiable. ..... $518,570 $294,242 |$178,992 





* These figures include imports that actually entered at reduced agreement rates in 1937 
with the addition of imports in that year on which the rates were subsequently reduced by the 
Ecuadoran, the United Kingdom, the second Canadian, and the Turkish agreements. Imports 
of the latter class, partly estimates, include imports (if any) from Germany and Australia. 
Imports from Cuba of commodities on which rates were reduced by the Cuban agreements are 
included. Imports of sugar from Cuba have been included at the reduced trade agreement 
rates, although during the period from Sept. 12, 1939 to Dec. 26, 1939, inclusive, the pre-agree- 
ment rates were in effect as a result of the temporary suspension of the quota system under the 
Sugar Act of 1937. 

è Items subject to excise taxes on importation. 


imports affected amounted to 42 per Imports upon which the duties have 
cent of all dutiable imports in 1937. been reduced are consolidated with 


; tal Pah Cube aie other dutiable imports in Table 3. This 
pemental Agreement wi a, effective Dec. 
23, 1939, or the reductions made by the Vene- table shows that the average of all rates 


zuelan agreement (petroleum and fuel oil most of duty was lowered from 46 per cent 
important), effective Dec. 16, 1939. ad valorem to 36 per cent ad valorem. 
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TABLE 3—Imrorts or DUTIABLE COMMODITIES, WITH COMPUTED DUTIES AT TRADE 
AGREEMENT AND PRE-AGRERBMENT LEVELS, AND THE AD VALOREM EQUIVALENTS 
THEREOF, BY TARIFF SCHEDULES, 1937 






































Computed duty on total Equivalent 
dutiable imports ad valorem 
Total value Average 
Tariff schedule a durable Including | Including | Including | Including red Ta 
agreement | agreement | a ment | agreement 
items at items at tems at ttema at 
pre-agree- agreement pre-agree- | agreement 
ment rates ment rates rates 
(Thousands) | (Thousands) (Thousands) (Per cent) | (Per cent) | (Per cent) 
1. Chemicals, oils, and 
paints . ....... $ 83,314 |$ 30,885 |$ 28,924 37 35 6 
2. Earths, earthenware, 
and glassware..... .. 36,957 19,022 17,990 51 49 5 
3. Metals and manufac- 
tures of...... à 114,180 46,800 35,134 41 31 25 
4. Wood and manufac- 
tures of......... - 3 19,861 4,163 3,030 21 15 27 
5. Sugar, molasses, and 
manufactures of.. 126,616 70,879 45,165 56 36 36 
6. Tobacco and manufac- 
tures of. ....... 31,776 25,468 21,788 80 69 14 
7. Agricultural products 
and provisions . . 310,147 | 113,630 | 193,150 37 33 i 
Fish and fish products 26,890 6,031 5,416 22 20 9 
Other. 283,257 | 107,599 97,734 38 34 it 
8. Spirits, wines, and other 
beverages < : 74,973 88,058 45,637 117 61 48 
9. Cotton manufactures 44,052 17,855 16,378 40 37 8 
10. Flax, hemp, jute, and 
manufactures of... 17,656 20,136 15,644 26 20 23 
11. Wool and manufactures f 
of. sa 82,560 54,037 49,647 65 60 8 
12. Silk ‘mantfactures. 8,736 5,101 4,748 58 54 7 
13. Manufactures of rayon 
or other synthetic textile 7,499 3,435 3,240 46 43 7 
14. Papers and books . .. 15,113 3,563 2,599 24 17 29 
15. Sundries..... .. . 169,063 53,417 48,278 32 2 9 
Free lists... ... 42,102 11,804 11,650 28 2 Negl. 
Total dutiable ..... ... $1,244,605 | $568,253 | $453,002 46 36 22 











* Includes only those items that are subject to excise taxes on importation. 
Note: This computation takes into account duty reductions made by all agreements signed 


prior to Nov. 1, 1939, except that with Czechoslovak.a. 


Imports of sugar from Cuba have 


been included at the reduced trade agreement rates, although during the period from Sept. 12, 
1939 to Dec. 26, 1939, inclusive, the pre-agreement rates were in effect as a result of the tem- 
porary suspension of the quota system under the Sugar Act of 1937. 


In order to disclose the frequency 
with which reductions were made to 
the full extent—one-half—authorized by 
law, principal imports in 1937 have 
been distributed in Table 4 according 
to the percentage by which duties were 


reduced. This table is part of an anal- 
ysis recently released by the Tariff 
Commission, of 80 commodities, im- 
ports of which were valued at $1,0CO,- 
000 or more each in 1937, on which 
reduced rates were in effect on January 
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1. 1940.3 It is found that duties were 
reduced by half upon about 40 per cent 
of the commodities affected. Upon the 
remainder, the reductions range all the 
way down to one-tenth of the original 
rates of duty. 

The imports of the commodities 
shown by percentage reduction groups 
in Table 4 accounted for about 78 per 
cent of all imports subject to reduced 
rates in effect on January 1, 1940, and 
are thus representative of the trade 


TABLE 4-—VALUE or IMPORTS IN 1937 or 
IMPORTANT COMMODITIES GROUPED Ac- 
CORDING TO THE PERCENTAGE OF 
REDUCTION IN RATES MADE IN 
TRADE AGREEMENTS 








Value of imports, 1937 










Per cent reduc- Imports by 
tlon in rates per cent Cumulative 
reduction totals 
groups 
(Thousands) (Thousands) 
5 or less _ — 
6-10 $ 4,170 $ 4,170 
11-15 21,266 25,436 
16-20 35,958 61,394 
21-25 29,633 91,927 
26-30 11,165 102,192 
31-35 16,475 118,667 
36-40 125,424 244,091 
41-45 10,027 254,118 
46-50¢ 177,388 431,506 


a The rates on all commodities in this group 
were reduced the full 50 per cent except that 
on ferromanganese, 30 per cent or more 
manganese containing not Jess than 4 per cent 
carbon. On this commodity, having imports 
of $1,221,000, the reduction was 47 per cent. 


agreement reductions as a whole. The 
report shows for each item the value of 
imports, the ad valorem equivalent (on 
the basis of the 1937 value) of the pre- 
agreement and agreement rates, and 
the percentage reduction. The rate on 
whisky, for example, wes reduced from 

8 Important import items affected by trade 


agreements, Washington: U. S. Tarif Com- 
mission, Jan. 1940. 


133 per cent to 66 per cent on imports 
valued at $54,000,000; that on cigar- 
wrapper tobacco was reduced from 114 
per cent to 75 per cent; and so on. 
Space does not permit the inclusion of 
this ten-page table, but Chart I, based 
on that tabulation, illustrates the extent 
to which trade agreements have lowered 
the tariff. The 80 items are arranged 
from left to right according to the height 
of their pre-agreement rates, the value 
of imports being charted cumulatively 
on the horizontal scale. 

The chart shows that there has been 
some tendency to make substantial duty 
reductions on certain commodities on 
which the pre-agreement rates were high 
—whisky and manganese ore, for exam- . 
ple, assessed at 133 and 107 per cent, 
respectively; and to make compara- 
tively small reductions on commodities 
already subject to low rates—nickel and 
barley, bearing rates of 12 and 22 per 
cent, respectively. 


RESULT OF TRADE AGREEMENTS 


Under the trade agreements program 
our tariff duties have been materially 
reduced. As already pointed out, there 
has been a reduction of 22 per cent in 
the average of all rates of duty, and of 
39 per cent in the average of the rates 
on the articles on which concessions 
have been made. In return, tariff du- 
ties and restrictions on our exports to 
trade agreement’ countries have also 
been materially reduced. 

The tariff has always been a contro- 
versial subject, and conflicting claims 
have been made with regard to the ef- 
fect of the trade agreements on our 
foreign trade. There are so many fac- 
tors other than tariff rates which may 
affect foreign trade at any particular 
moment that it is possible by the selec- 
tion of commodities and the period of 
time to get evidence that will support 
almost any claim. I am certain, how- 
ever, that a careful examination of all 
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the facts proves that the trade agree- 
ments have materially increased both 
our exports and our imports, and that 
the benefits we have secured abroad 
have not been paid for by injuries in- 
flicted on our industries by imports. 

I would not claim that no mistakes 
have been made, but I can state with 
confidence that the program has been 
carried out with such care and caution 
that surprisingly few cases may be cited 
of any serious grounds for complaint. 
That this is true is partly the result of 


eration by several different groups of ex- 
perts and government officials having to 
do with foreign trade. It is also partly 
the result of the accumulation of infor- 
mation made available by the Tariff 
Commission both through written mate- 
rial and through the advice of its techni- 
cal experts. 

The trade agreements program not 
only is sound in theory, but in practice 
has proved to be an effective instrument 
for increasing our foreign trade and at 


a procedure designed to insure consid- tariff. 


Raymond B. Stevens is chairman of the United 
States Tariff Commission, Washington, D. C. He 
served in the House of Representatives, State of New 
Hampshire, jor terms in 1909, 1911, 1913, and 1923; 
was elected delegate to the Constitutional Conventions 
of that State in 1912 and 1938; was elected a member 
of Congress from the Second New Hampshire District, 
1913-15; served as special counsel for the Federal 
Trade Commission; was vice-chairman of the Shipping 
Board; was American representative on the Allied 
Maritime Transport Council; was a member of the 
Federal Trade Commission; and was adviser on for- 
eign affairs to the Siamese Government for nine years. 


the same time maintaining a reasonable 


Foreign Trade Blocs 


By ETHEL B. DETRICH 
Written Juna 18, 1940 


THE PrRe-1940 PERIOD 


HE future usefulness of the Recip- 

rocal Trade Agreements Act will 
depend upon the economic setup of the 
postwar world. If there is a return to 
foreign trade between individual na- 
tions, it will serve as a tried and suc- 
cessful experiment to reduce trade bar- 
riers and to promote international trade. 
If, on the other hand, there is a pro- 
nounced development toward region- 
alism and self-sufficient trading blocs, 
the program may represent a final and 
futile effort of a powerful nation to re- 
create a world economy based on free 
competitive enterprise. 


Development of bilateralism 


The twin principles which form the 
basis of the reciprocal trade agree- 
ments program are bilateral bargaining 
and most-favored-nation treatment. In 
the disintegrating pre-1940 world there 
was a definite and well-marked trend 
toward bilateralism in the commercial 
relations of all other nations which 
adopted a wide variety of methods— 
exclusive bargaining agreements, pay- 
ments agreements, clearing agreements, 
trade-balancing agreements, and barter 
arrangements. Through them all ran 
the central thread or purpose of bring- 
ing into a value balance the exchange 
of commodities in order to circumvent 
the breakdown of the international 
financial community. 

With these exclusive arrangements 
the United States would have no truck 
except for a few isolated examples such 
as the rubber-cotton deal with the 
United Kingdom and the cotton sales 
to Germany. But we did accept the 
principle of bilateral bargaining in a 
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realistic way. Cushioned by comfort- 
able credit balances for both trade and 
financial commitments on foreign loans, 
it was possible for the United States to 
broaden the concept of bilateralism into 
multilateralism by tieing it to the most- 
favored-nation clause in the hope that 
her economic power was sufficiently 
great to bring other nations into line. 
In fact, so confident were we that our 
compass was set in the right direction 
that we were one of the few nations to 
view with unconcern the beginnings of 
economic blocs. 


Growth 3f economic blocs 


The term “economic bloc” can be de- 
fined as a group of countries associated 
together to act as a unit for a desig- 
nated economic purpose. Though no 
strict classification can be made, as each 
arrangement is different, such consortia 
involve preferential trade, common cur- 
rency alignments, or both, or the ac- 
ceptance of similar, intertwined foreign 
commercial policies. 

Blocs based on preferential trade im- 
mediately raise the question of most- 
favored-nation treatment as applied to 
outsiders. The inclusion of the most- 
favored-nation clause in bilateral pacts 
has guaranteed to the participants the 
best terms accorded by either to any 
third nation. The only groups ex- 
empted by international sanction have 
been those which have “special ethnic, 
historical, geographical or other ties,” 
such as the United States and Cuba; 
Norway, Denmark, and Sweden; Tur- 
key anc her former possessions; the 
U. S. S. R. and her former possessions; 
and the five Central American states. 
The preferential rights of colonial em- 
pires have never been questioned. 
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Following the failure of the League of 
Nations in the twenties to reduce trade 
barriers by concerted action, there were 
a number of efforts by small European 
countries to form regional blocs: the 
two Oslo Conventions of 1932 and 1937 
(Norway, Denmark, Finland, the Neth- 
erlands, and Belgium-Luxemburg), the 
Ouchy Convention of 1932 (the Nether- 
lands and Belgium-Luxemburg), the 
Balkan Entente of 1930 (Greece, Ru- 
mania, Turkey, and Yugoslavia), the 
Little Entente of 1934 (Czechoslovakia, 
Rumania, and Yugoslavia), the Balti- 
cum of 1934 (Estonia, Latvia, and 
Lithuania), and the Rome Pacts of 
1934 (Austria, ' Hungary, and Italy). 
The Oslo pacts and the Ouchy Conven- 
tion were designed to check the increas- 
ing use of trade barriers and to encour- 
age their reduction. Membership was 
open to all nations. The other blocs 
were designed to promote regional trade 
by preferential arrangements, and in the 
case of the Balkan Entente, to provide 
for co-operative marketing of like ex- 
ports. Their membership was closed. 

The United States did not protest 
against any of these schemes. In fact 
we went further. In the reciprocal 
trade agreement with Czechoslovakia 
(1937) we waived most-favored-nation 
rights for adjacent countries, or a pos- 
sible customs union, in the following 
clauses of Article 15: 


3. The advantages now accorded or 
which may hereafter be accorded by the 
United States of America or the Czecho- 
slovak Republic to adjacent countries in 
order to facilitate frontier traffic, and ad- 
vantages resulting from a customs union 
to which either the United States of Amer- 
ica or the Czechoslovak Republic may be- 
come a party so long as such acvantages 
are not extended to any other country, 
shall be excepted from the provisions of 
this Agreement. 

4, The advantages now accorded or 
which may hereafter be accorded by the 


Czechoslovak Republic to Austria, Hun- 
gary, Yugoslavia, Rumania or Bulgaria for 
the purpose of closer mutual economic col- 
laboration between the Danubian countries, 
in respect to those commodities benefiting 
from special advantages now accorded by 
the Czechoslovak Republic to such coun- 
tries, shall be excepted from the provisions 
of this Agreement. However, in the event 
that such advantages should have the ef- 
fect of impairing materially the value of 
any concession provided for in Schedule I 
of this Agreement, the Government of the 
United States of America reserves the right 
to reopen negotiations with a view to the 
modification of this Agreement. 


Although the United States had no 
intention, at the time, of joining any 
customs union of neighboring states, she 
definitely guaranteed that she would not 
interfere with such a program for 
Czechoslovakia. 

At the Seventh International Confer- 
ence of American States at Montevideo 
in 1933, a still more advanced step was 
taken. A multilateral agreement was 
drawn up which provides that the signa- 
tories will not invoke the obligations of 
the most-favored-nation clause to obtain 
the benefits enjoyed by countries which 
have entered into a multilateral pact, if 
such a pact has as its objective the lib- 
eralization of international trade and is 
open to all countries.1 The adoption of 
such a policy can be interpreted to mean 
that the United States would give her 
blessing to blocs with open membership 
which endeavor to promote freedom of 
international trade, such as the Ouchy 
Convention. 


The Ottawa Pacts 


The Ottawa Pacts fall in a different 
category from the above conventions. 
Though the Dominions are independent 
nations, they are related to the United 


1The United States and Cuba are the only 
countries which have ratified the agreement. 
Panama, Nicaragua, Belgium, Guatemala, 
Greece, and Colombia signed ad referendum. 
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Kingdom by certain political ties. They 
are not geographical neighbors, but 
members of a political group of some- 
what nebulous relations, which has a 
closed membership. In accepting the 
right of this large group to adopt trade 
preferences, made possible by an all- 
around increase of tariffs for outsiders, 
the United States recognized the politi- 
cal ties as the basis. The fact that re- 
visions of these preferences were neces- 
sary for the negotiation of the Canadian 
and British reciprocal trade agreements 
with the United States made evident 
their deleterious effect on United States 
trade. We were in a doubtful position 
to protest against the violation of most- 
favored-nation rights, however, since 
the United States has preferential rela- 
tions with Cuba, though in that case a 
neighbor right could also be advanced. 

While accepting the siatus quo of 
political relationships, the United States 
took a firm stand against the use of 
force to create new economic blocs. 
The establishment of Manchukuo under 
the hegemony of Japan, even though 
proclaimed as an independent state, has 
not been recognized, nor has the attach- 
ment of Ethiopia to the Italian Empire. 
How far this principle can be effectively 
applied to a postwar Europe is a matter 
for conjecture. 


Position of the United Kingdom 


The United Kingdom did not hesitate 
to take an incongruous position during 
the pre-1940 period. Because of her in- 
sistence on most-favored-nation privi- 
leges the Ouchy Convention was never 
ratified, and in part because of her un- 
compromising attitude, the recommen- 
dations of the Stresa Conference for 
Danubian rehabilitation were never im- 
plemented. Without officially abandon- 
ing the most-favored-nation clause, she 
was quite willing to jettison it whenever 
it seemed expedient. On the one hand 
she negotiated a most-favored-nation 


agreement with the United States, while 
on the other she pursued a strictly ex- 
clusive bilateral policy with other coun- 
tries, which made it difficult for them to 
negotiate agreements with the United 
States. If, as Tasca points out, the 
United Kingdom had collaborated with 
the United States to restore a more lib- 
eral trading system, history might have 
been different.? According to the stand- 
ards of Secretary Hull, 


the establishment of an effective regime of 
equality of treatment ... requires not only 
that nations refuse to grant preferences in 
their own markets, but also that they re- 
frain from seeking a preferred position in 
markets of other countries.® 

Germany was the only country which 
voluntarily abandoned the principle of 
most-favored-nation treatment in an ac- 
cord with the United States. After the 
adoption of the New Plan for Foreign 
Trade in September 1934, Germany de- 
nounced her most-favored-nation treaty 
of 1923 with the United States, to be- 
come effective in October 1935. This 
act made clear to the world what was 
self-evident to Germany, that her new 
commercial methods of barter and clear- 
ing were incompatible with the principle 
of multilateral trade, the basis of the 
“American way.” 


Currency blocs 


Currency blocs in themselves have 
not been considered an infringement of 
the most-favored-nation principle, al- 
though they obviously affect trade. Be- 
fore 1930, currency affiliations were lim- 
ited chiefly to countries or colonies 
which were members of the same em- 
pire. When the United Kingdom went 
off the gold standard in 1931, a number 
of countries with whom she had close 
trade relations linked their currencies 


2 Henry J. Tasca, World Trading Systems 
(Paris, 1939), p. 155. 

2 U. S. Department of State, Press Release 
No. 347, May 23, 1936, pp 535-36. 
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with sterling. These included the Do- 
minions except Canada, also Egypt, 
the Scandinavian countries, the Baltic 
States, Portugal, Japan, Argentina, Uru- 
guay, Paraguay, and Bolivia. Another 
group of countries—France, Italy, Bel- 
gium, the Netherlands, and Switzerland 
—formed the gold bloc and attempted 
to remain on the gold standard at old 
parities. The Latin American countries 
that were not in the sterling bloc were 
pegged in varying degrees to the dollar. 
After the adoption of the new German 
policy of 1934, a “mark area” devel- 
oped among Germany’s satellites. 

These groups were extremely loose 
and were not bound together in any 
formal monetary union. The decision 
to “link up” was made voluntarily by 
the individual countries, and the attach- 
ment could be abandoned at will. The 
advantages to be derived stemmed from 
the stability of the exchange rates 
among the members and the importance 
of intergroup trade as compared to 
trade with outsiders. In addition, the 
United Kingdom lifted the ban on for- 
eign loans for members of the sterling 
bloc. An interesting example of chang- 
ing membership is afforded by Japan. 
Her original membership in the sterling 
bloc was advantageous as long as ex- 
ports to the British Empire were of 
prime importance. When these were 
drastically cut by trade controls and 
when imports from the United States 
for military purposes became her vital 
need, she broke her link with sterling 
in the autumn of 1939 and pegged the 
yen to the dollar. 

Until the outbreak of war in 1940 
there was the possibility that an inter- 
national monetary mechanism might 
again be established. The Tripartite 
Agreement announced in September 
1936 after the demise of the gold bloc 
seemed a first step. According to the 
arrangement, the United Kingdom, the 
United States, and France agreed to 


co-operate for the maintenance of the 
“greatest possible equilibrium” in the 
management of their currencies by 
means of equalization or stabilization 
funds, and invited other nations to join 
with them. Two months later, Bel- 
gium, the Netherlands, and Switzerland 
accepted. These six countries with 
their satellites covered most of the im- 
portant trading nations except the Ger- 
man group and the U. S. S. R. If the 
economic world had not fallen to pieces, 
the scheme might well have led to a 
new form of international finance which 
would have made currency blocs un- 


necessary. 
Summary 

In summary, the pre-1940 period pre- 
sented a confusing pattern. A number 
of European plans for economic blocs 
had failed because of the refusal of the 
United Kingdom, and to a less extent 
France, to waive most-favored-nation 
privileges. The use of new forms of 
agreements and other arrangements to 
promote a narrow form of bilateral 
trade was expanding rapidly. On the 
other hand, the United States had offi- 
cially accepted the Czechoslovak plans, 
and with the other twenty American re- 
publics she had drawn up a multilateral 
agreement. The Tripartite Agreement 
was functioning with relative success. 
In other words, the United States had 
expressed its willingness to recognize re- 
gional groups with open membership 
which aimed at a reduction of trade 
barriers, and to sanction small economic 
blocs with closed membership which did 
not discriminate against our trade in so 
far as countries outside the bloc were 
concerned. 


TODAY AND AFTER 


The outbreak of hostilities has com- 
pletely altered the picture. The pos- 
sibility of German hegemony over 
Europe, the close Anglo-French co-op- 
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eration in trade and currency, the Jap- 
anese success in China, and the swift de- 
velopment of regional interest in Latin 
America on the part of the United 
States, all foreshadow drastic changes. 
Much will depend upon the outcome of 
the present conflict and upon the effec- 
tiveness of the role which the United 
States ultimately plays. But the out- 
look is none too rosy. The two trends 
most threatening to the reciprocal 
trade agreements program are the de- 
velopment of totalitarian controls in 
practically all other countries, which is 
outside the subject of this paper, and 
the movement toward regionalism or the 
creation of large self-sufficient trading 
blocs—Europe for the Europeans, the 
New Order for Eastern Asia, and the 
possibility, very faint today (June 18, 
1940), of a  British-French-Belgian- 
Netherland Empire combination. 


An Axis bloc 


If the Axis powers win, there is no 
doubt that the basis of European econ- 
omy will be reorganized under German 
domination. Either Europe will be- 
come a single customs union, or a small 
number of blocs will be created having 
preferential trade relations among them- 
selves. With the colonies of the empires 
attached, it would make an almost 
watertight, self-sufficient unit. There 
might be limited opportunities to trade, 
but on terms radically different. It 
would mean the recognition of a pref- 
erential group or customs union of our 
largest continental market on a vaster 
scale than could be dreamed of when 
our generous gestures were made in the 
thirties. This might be a trading area 
of 400,000,000 people, using German 
methods of government-controlled bar- 
ter, clearing arrangements, and subsi- 
dized exports, uncomplicated by the use 
of foreign exchange or gold. The mark 
would become the standard monetary 
unit. 


The reciprocal trade agreements 
program is unequipped to do business 
with such a bloc. The methods are an- 
tithetical. Two-way barter is depend- 
ent upon government-controlled exports, 
supplemented by price-fixing on the 
part of both negotiators rather than 
upon “the competitive flow of goods 
and the free play of the price mech- 
anism.” One-way barter would be sui- 
cidal except on the basis of a clearing 
arrangement. The United States has 
worked out a special form of agreement 
for trade with the U. S. S. R., but her 
exports are not seriously competitive 
with our commodities. Hence, if we are 
to trade with such a bloc there is only 
one possibility, namely, the adoption of 
totalitarian techniques. 


The New Order in Eastern Asia 


If Japan should succeed in the estab- 
lishment of the New Order for Eastern 
Asia, the situation would be somewhat 
similar. From experience now at hand 
in Manchukuo and the occupied areas 
of China, it is possible to predict future 
policies. These include the centraliza- 
tion of currency and banking with align- 
ment to the yen; strict foreign exchange 
control which does not apply to Japan; 
tariff revision in favor of Japan; and 
export control through the formation 
of monopolistic trading companies. 
Though Japan has continued to trade 
with the United States according to our 
individualistic methods, she has the or- 
ganization for barter trade and has 
made a number of barter agreements. 
Official Japanese declarations have 
stressed the fact that it was the Jap- 
anese intention to keep the door part- 
way open for other nations. If the 
United States were willing to concede a 
preferred position to Japan, the present 
setup in the Orient would not preclude 
the possibility of reciprocal trade agree- 
ments, though the range would be nar- 
row. Moreover, there is the likelihood 
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that a victorious Axis would be able to 
win over the co-operation of Japan by 
sanctioning Japanese occupation of some 
of the French, British, or Netherland 
colonies. In the face of such a com- 
bination the United States would have 
to adopt whatever methcds such an en- 
tente prescribed in order to obtain 
needed raw materials. 


A bloc of empires 

Though the expectation of a bloc of 
empires is fading, it is worth while to 
review briefly the tactics used by the 
Franco-British alliance as indicative of 
methods which can be used by trading 
blocs of the future. An official sterling 
area has been defined by the British 
Government as including all the British 
Empire (except Canada, Newfoundland, 
and Hong Kong), all British mandates 
and protectorates, Egypt, Sudan, and 
Iraq. It also encompassed the entire 
French and Netherland empires. In 
addition to the customary restrictions 
of foreign exchange control exercised 
against all currencies without the bloc, 
regulations were issued March 8, 1940 
providing that exports of rubber, tin, 
jute, whisky, and furs must be paid for 
either in specified currencies (dollars, 
belgas, Swiss francs, or guilders) or 
with sterling purchased at the high of- 
ficial rate of exchange. Australia passed 
a similar regulation for her exports. As 
a result, the United States must buy es- 
sential raw materials at a price higher 
than that paid by the sterling bloc; and 
other countries purchasing such prod- 
ucts use dollars which otherwise might 
have been used to buy United States 
products. Also, certain other exports 
for which there was a special need were 
forbidden to countries without the 
designated currency bloc. 

The sterling area has been used also as 
a basis for import restrictions. Though 
the regulations have varied in detail 
among the various members, there has 


been a general tendency to forbid cer- 
tain imports from non-sterling countries 
and to subject others to an import li- 
cense system, neither of which applies 
to countries in the sterling area. By 
such techniques the scope of our most- 
favored-nation rights is greatlv limited. 


An American bloc 


In the face of such eventualities, 
there is the possibility that the recipro- 
cal trade agreements program may 
become a regional rather than a world- 
wide program. Half of the trade agree- 
ments which have been negotiated are 
with Latin American countries. The 
importance of defense has forced upon 
us the recognition that we must tie eco- 
nomic relations to political relations if 
we are to combat totalitarian influence. 
The United States can furnish the Latin 
American nations with practically every 
commodity which they have been accus- 
tomed to buy abroad, and with credits 
which they have formerly sought in Eu- 
rope. The problem is one of imports. 
For over a year the United States, 
through several Departments, has as- 
sisted the Latin American countries to 
make plans for the development of new 
products which we buy elsewhere, in 
order to increase complementary trade. 
But this is a slow process and is not 
enough. It is essential that a scheme be 
worked out for the purchase.and dis- 
posal of the commodities which the Eu- 
ropean nations have formerly bought 
from the Latin American countries, if 
these debtor countries are to be kept 
without the German sphere of influence. 

Among the various schemes sug- 
gested, the most important is the one 
proposed by President Roosevelt on 
June 17, 1940. According to the pre- 
liminary outlines it envisages the or- 
ganization of a two-billion-dollar Inter- 
American Export Association financed 
by the United States, the function of 
which would be to purchase the surplus 
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commodities of North and South Amer- 
ica. The “Germania Corporation of 
Europe” would purchase from it rather 
than from the separate countries, and 
would thus be deprived of the opportu- 
nity of gaining a scrangle hold on their 
markets. Even if such a plan is ac- 
cepted .by the twenty-one republics of 
the Americas, other instruments of com- 
mercial policy will be needed. 

A customs union or preferential trad- 
ing area has been suggested—an idea 
which has been toyed with in the pan- 
American conferences for many years. 
The Latin American countries all have 
industrial ambitions, and it is unlikely 
that they would be willing to eliminate 
all trade barriers in favor of United 
States products. Similarly, the United 
States produces many of the temperate 
zone agricultural products of South 
America, and must consider the Ameri- 
can farmer. Rather it is conceivable 
that separate arrangements could be 
worked out similar to the Ottawa Pacts 
which were all based on common or like 
principles. To implement such a plan 
the Reciprocal Trade Agreements Act 
might be useful, though it would have 
to be revised considerably. The most- 
favored-nation clause would either be 
eliminated or limited in its application 
to the countries of North and South 
America. Generalization of reductions 
or concessions to other countries would 
be forbidden. In order to make satis- 
factory bargains it would be necessary 
to increase the permitted 50 per cent re- 
duction of the tariff schedules and to 
give the President power to shift com- 


modities from the dutiable to the free 
list. In fact, the imperative revisions 
would be so drastic and fundamental 
that it would seem to be a wiser course 
to enact a new law, at least as an emer- 
gency measure, based on recommenda- 
tions of a common policy worked out. 
at a pan-American conference. 


Summary 


The future of the Reciprocal Trade 
Agreements Act is dangerously chal- 
lenged by the threatened formation of 
economic blocs. As a single nation, the 
United States has ranked as the world’s 
greatest trader. She could afford to en- 
courage small nations to unite in the 
hope that their increased well-being 
would offer better opportunities for her 
exports. But in the face of the large 
projected combinations including the 
other industrialized nations, her posi- 
tion would be dwarfed to insignificance. 
An effort singlehandedly to promote 
multilateral trade based on the most- 
favored-nation principle would be as 
futile as an attempt to irrigate the Gobi 
Desert with a watering can. The only 
alternative would be to join the move- 
ment and to promote a hemispheric bloc 
of the Americas, which ipso facto would 
involve the abandonment of the re- 
ciprocal trade agreements program. 
The act could be allowed to stand on 
the statute books as a symbol of the 
type of commercial world which the 
United States would like to re-create in 
the future. For the present, at least, 
she may have to retreat on this front 
and develop new economic offensives. 


Ethel B. Dietrich, Ph.D., is professor of economics 
at Mount Holyoke College, South Hadley, Massachu- 
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Her monograph on the United States Commercial Re- 
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The Neutrality Act of 1939 


By GUERRA EVERETT 
Written May 20, 1940 


LTHOUGH by its own terms (Sec. 
20) it “may be cited as the ‘Neu- 
trality Act of 1939, ” the joint resolu- 
tion approved November 4, 1939 is not 
essentially a neutrality law in the sense 
that such a law is one which declares 
the rights and duties of neutrality un- 
der international law. Indeed, in some 
particulars it actually infringes some 
fundamentals of international law, as 
when it expressly excepts the American 
republics (Sec. 9) from its application, 
thereby violating the axiom of impar- 
tiality. The very fact of its enactment 
has been criticized by some authorities 
as technically a violation of the settled 
precept that neutrals must not change 
their rules after a war has broken out. 
As if to anticipate this criticism and to 
prepare the way for any future changes, 
the preamble contains a proviso that 
“the United States hereby expressly re- 
serves the right to repeal, change or 
modify this joint resolution or”—it ex- 
plains—“any other domestic legislation 
in the interests of the peace, security or 
welfare of the United States and its 
people.” 

In other particulars the Act does ap- 
proach the concept of a true neutrality 
law in the classic sense. Two lengthy 
sections promulgate widely accepted 
principles of international law by for- 
bidding the use of American ports as 
bases of supply for belligerent warships, 
tenders or supply ships (Sec. 10), and 
by authorizing the President to deny 
American harbors and territorial waters 
both to submarines and to armed mer- 
chant vessels (Sec. 11). The prohibi- 
tion against arming American merchant 
vessels (Sec. 6) and the restriction 
against travel by citizens on belligerent 
vessels (Sec. 5) are somewhat related 
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to neutrality law, as are the special 
facilities accorded the American Red 
Cross (Sec. 4), giving it a yellow if not 
a green light for the free movement of 
its personnel, medical supplies, food, 
and clothing “for the relief of human 
suffering.” Similarly, it is in accord 
with the spirit but not a tenet of neu- 
trality law to prohibit the collection of 
funds for the use of belligerents (Sec. 
8), at the same time regulating the 
solicitation of funds for medical aid and 
relief of human suffering. Finally, in 
outlawing (for three months) any for- 
eign vessel which misuses the American 
flag or makes use of distinctive signs or 
markings indicating that it is an Ameri- 
can vessel (Sec. 14), the Act touches on 
the laws of war and neutrality, and in 
effect makes a finding of law in a con- 
troverted field. 


REPEAL OF THE ARMS EMBARGO 


The outstanding feature of the Acts 
of 1935, 1936, and 1937, from the dis- 
mantled timbers of which the 1939 Act 
was constructed, was the prohibition of 
the export to belligerents of “arms, am- 
munition and implements of war”; and 
consequently the most striking element 
of the present Act is the repeal (Sec. 
19) of this “arms embargo,” releasing 
an extensive reservoir of foreign trade. 
Neutral states have never been required 
by international law to prohibit traffic 
in arms with belligerents by their na- 
tionals, and to this extent the 1939 Act 
is indeed a “return to the principles of 
international law.” A salutary control 
of this traffic, nevertheless, remains 
vested (Sec. 12) in the National Muni- 
tions Control Board. 

The Board consists of the Secretary 
of State, chairman and executive officer, 
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the Secretary of the Treasury, the Sec- 
retary of War, the Secretary of the 
Navy, and the Secretary of Commerce. 
The Board has the function of recom- 
mending to the President irom time to 
time the list of articles which he may 
proclaim to be arms, ammunition, and 
implements of war; and it has the duty 
to report twice each year to Congress, 
transmitting such information “as may 
be considered of value in the determina- 
tion of questions connected with the 
control of trade” in warlike gear. 

In cther respects the regulation and 
administration of this part of the Act is 
left in the hands of the Secretary of 
State, who for its operation has estab- 
lished in the Departmert of State a Di- 
vision of Contrcls. With this Division 
every person engaged in the munitions 
business, “whether as an exporter, im- 
porter, manufacturer or dealer,” must 
register, and must pay a fee of $100, 
becoming then entitled to a certificate 
of registration valid for five years. The 
registrant is obliged to secure a license 
for each exportation or importation of 
articles listed by proclamation as “arms, 
ammunition or implements of war.” 
With his application he must divulge 
the name of the purchaser and the terms 
of sale. Moreover, he must maintain 
and reveal to the inspector for the Sec- 
retary such permanent records of his 
manufacture “for export,” importation 
and exportation of such articles as the 
Secretary of State may prescribe. A 
persuasive clause withholds Government 
arms. purchase contracts from unregis- 
tered persons. As will be noticed later, 
sales of such listed articles to a bellig- 
erent must be on a Strictly cash basis. 


To Keer Us Out oF War 


It is clear that the Act is no mere re- 
statement of our rights and obligations 
as neutrals in international law. What 
then is its purpose? Even to one who 
has not followed the careers of the three 


peristaltic preceding “Neutrality Acts” 
of 1935, 1936, and 1937, nor the wide- 
spread discussion and debate which at- 
tended the passage of the present Act, 
the object sought and the means adopted 
are manifest in the preamble: 


The United States, desiring to preserve 
its neutrality in wars between foreign 
States and desiring also to avoid involve- 
ment therein, voluntarily imposes upon its 
nationals by domestic legislation the re- 
strictions set out in this joint resolution. 


The restrictions contemplate substantial 
derogation of the rights of neutrals, to 
preserve which the Act immediately 
adds that 


by doing so the United States waives none 
of its own rights or privileges, or those of 
any of its nationals, under international 
law, and expressly reserves all the rights 
and privileges to which it and its nationals 
are entitled under the law of nations. 


The restrictions enjoined are based 
on the belief that American involvement 
in the war is most likely to arise out 
of the destruction of American merchan- 
dise, American ships, or American lives, 
or from financial relations with bellig- 
erents (“our hearts are where our 
money is”). Accordingly, credit to 
belligerents is cut off, Americans and 
American ships are steered away from 
the fighting areas, and the American 
owners of merchandise destined for dan- 
gerous places must transfer ownership 
before exporting it. 


CREDIT TRANSACTIONS 


The statement above that credit to 
belligerents is cut off requires some 
elucidation. Section 7, which is the 
provision relating to credit, does not 
prohibit the extension of individual 
credit by Americans to persons in the 
belligerent countries, except that it is 
unlawful to sell arms, ammunition, and 
implements of war on credit to any per- 
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son in a belligerent state. In sales in 
the ordinary channels of trade, all the 
credit may be granted which the seller 
may desire to extend. 

The prohibition relates to sales made 
to the governments of belligerent states, 
or any political subdivision thereof, or 
any person acting for or on behalf of 
such government or subdivision. Thus, 
a sale of typewriters to the Government 
of Australia, of Hawaiian pineapples to 
the Canadian Northwest Mounted Po- 
lice, or of any kind of supplies to the 
purchasing agents sent here by the bel- 
ligerent governments would have to be 
for cash. It will be appreciated that in 
the highly technical field of foreign com- 
merce many problems have arisen in 
connection with the determination of 
what amounts to cash and what consti- 
tutes extension of credit. In the early 
days of November much confusion pre- 
vailed in export circles; interpretations, 
some of which, due to some obscurity of 
the language of the statute, were some- 
what pragmatic, have served to clear 
the atmosphere. 

For the business man, one difficult 
problem remains, It arises out of the 
controls established over imports by 
some of the belligerents—controls which 
sometimes amount to a cornplete taking 
over by the government of all importa- 
tions in a given class, e.g., timber prod- 
ucts, and sometimes merely to the im- 
position of a licensing system. 

Manifestly, when the control is ab- 
solute, the importer is in effect an agent 
acting for and on behalf of the govern- 
ment, and is therefore barred to Ameri- 
can credit. Since the controls already 
established and those which are being 
established are of varying degrees of 
intensity, the problem is to determine 
the point at which the importer ceases 
to be a government “agent” and be- 
comes an independent merchant entitled 
to credit. The Division of Commercial 
Laws of the Bureau of Foreign and Do- 


mestic Commerce has been assisting the 
exporter to get the relevant facts in 
particular cases, but in the last analysis 
it is the exporter himself who must ac- 
cept the responsibility of making the 
determination to grant or withhold 
credit. It is a decision which calls for 
great care and circumspection, since 
the penalties for knowingly granting 
credit in violation of this section are 
heavy ($50,000 or five years, or both). 
It is natural, therefore, that the tend- 
ency among exporters should be to seil 
for cash or confirmed letter of credit to 
buyers in Europe, where these contrals 
are most extensive. 


FINANCIAL TRANSACTIONS 


Of greater economic significance are 
the clauses in the same Section 7 which 
make it unlawful to purchase, sell, or 
exchange within the United States the 
bonds, securities, or other obligations of 
a belligerent state, or of any political 
subdivision of such state, or of anyone 
acting for it or on its behalf, issued af- 
ter the date of the proclamation of its 
belligerency, or to make any loan or ex- 
tend any credit to them. Existing in- 
debtedness may be renewed or adjusted. 

This prohibition, the purpose of 
which of course was to keep us out of 
financial entanglements which migh: 
eventually drag us into war, has an im- 
portant bearing on the extent of our 
markets in the belligerent countries 
Their supplies of gold and their hold- 
ings of American securities which can 
be liquidated in our markets must have 
some limit. When these are exhausted, 
the belligerent country can pay for our 
exports only with the dollar exchange 
created by the merchandise it can send 
us; but this can be very little, since its 
factories have been diverted from their 
normal work in order to turn plowshares 
into swords. 

This is not, however, the place to do 
other than to envisage the possibility of 
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such a dilemma. Nor is it the place to 
discuss, except to distinguish, the John- 
son Act, which interdicts American 
credit to nations whose debts to the 
United States Government are currently 
in default, and which is often confused 
with the Neutrality Act. 

The voluntary self-restrictions or- 
dained in the Act may best be studied 
by refererce to the zone map. Zone 1 
is the combat area, so called in the Act. 
Zone 2 is sometimes reierrec to as the 
limited or danger zone. Zone 3 (which 
covers the rest of the world not shown 
on the map) is variously called the ex- 
cepted, or 2(g), area.t 


COMBAT AREA 


Zone 1, the combat area, is a change- 
able area which the President may, 
upon finding that the protection of citi- 
zens of the United States so requires, 
define, modify, extend, or revoke (Sec. 
3). It is unlawful, except under pre- 
scribed rules and regulations, under 
penalty ($50,000 or five years, or both, 
for vessels, vessel owners, or officers, 
ard $10,000 or two years, or beth, for 
a citizen traveling as a passenger), for 
any citizen or any American surface 
vessel or aircraft “to proceed into or 
through” combat areas. 

The first combat area was defined 
November 4, the same day the Act was 
approved. Doubling southeastward af- 
ter rounding the Shetland Islands, it left 
open the road to: Bergen, an important 
Norwegian port. The southern bound- 
ary was fixed to allow American vessels 
a narrow channel into the Bay of Bis- 


1 The simple system of numbering zhe zones 
or areas is adapted from the “Geolexigraph of 
the Neutrality Act of 1929,” by S. E. Perkins 
of the Division of Commercial Laws, pub- 
lished serially in Commerce Reports (Nov. 18, 
Nov 25, Dec. 23, 1939; Feb. 10, Feb. 24, 
June 22, 1940), and revised for the monthly 
Comparative Law Series (Vol. 3, No 5, May 
1940, pp. 241, et seq, Washington: Govern- 
ment Printing Office). 


cay in order to reach the Spanish port 
of Bilbao. Neutral Eire sought a lane 
to,one of its ports after the area was 
defined, but no modification was made. 

The western limit of the area coin- 
cides with the 20th meridian, generally 
regarded as the boundary of the West- 
ern Hemisphere. This meridian, it will 
be observed, passes through Iceland, 
leaving the capital, Reykjavik, in the 
Western Hemisphere. 

On April 10, as shown on the map, 
following hostilities off Bergen, Trond- 
heim, and Narvik, the President ex- 
tended the area, and American shipping 
was cut off from all contact with the 
Atlantic face of Europe north of Bilbao. 

Italy having declared war, on June 11 
the Mediterranean and the Atlantic ap- 
proach thereto, and the entrance to the 
Red Sea were also closed. 

Although it may be argued that com- 
bat areas are not necessarily limited to 
the sea, the movement of Americans on 
land in warring territories is for the 
present controlled by the recall and 
withholding of passports.? New combat 
areas, affecting the movement of Ameri- 
can liners and airliners may, of course, 
be superimposed on the map at any 
time without notice. 


WHAT STATES ARE BELLIGERENTS 


Section 2 of the Act regulates com- 
merce with states engaged in war. At 
the outset it sweepingly prohibits Amer- 
ican vessels (defined in Section 16 as 


2 The duty of the Government towards its 
citizens in a war area is accomplished when 
it has advised them of the dangers of the 
situation and invited them to leave, while af- 
fording those who choose to go every possible 
assistance in obtaining transportation and 
those who choose to remain such protection 
as may be possible. There can be no in- 
sistence upon the departure of our citizens 
sirce the Government may not compel the 
return of its citizens and the decision whether 
to remain or to depart is one the individual 
himself must make—Press Release No. 233, 
Department of State, May 15, 1940. 
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including “every description of water- 
craft and aircraft capable of being used 
as a means of transportation on, under, 
or over water”) from carrying any pas- 
sengers or any articles or materials to 
them (subject to certain stated excep- 
tions). How are such states deter- 
mined? 

Under the previous Acts the Presi- 
dent needed only to find and proclaim 
a state of war in order to designate the 
belligerents. Now, however, he must 
not only find that a state of war exists 
between foreign states, but must also 
find that his proclamation is necessary 
to promote the security or preserve the 
peace of the United States or to pro- 
tect the lives of its citizens, in which 
case he “shall issue a proclamation nam- 
ing the states involved,” and he shall 
from time to time name other states 
which become involved, and revoke his 
proclamations with respect to any state 
when the state of war shall have ceased 
in it (Sec. 1). 

The Congress has also reserved to it- 
self the right to make these findings by 
concurrent resolution if it desires to do 
so, and in such case also the proclama- 
tion must issue, and the resulting provi- 
sions of the Act automatically come 


` into force. 


The states which to June 30 have 
been proclaimed to be in a state of war 
are: Germany, France, Poland, the 
United Kingdom, India, Australia, Can- 
ada, New Zealand, and the Union of 
South Africa (Proclamation of Novem- 
ber 4, 1939); Norway (April 25, 
1940); Belgium, Luxemburg, and the 
Netherlands (May 11, 1940); Italy 
(June 10, 1940). 

Denmark was not proclaimed a bel- 
ligerent when it was struck down by the 
Blitzkrieg. The problem of the Danish 
merchant fleet, sailing the seven seas 
with American cargoes aboard, subse- 
quently provided American shippers 
with some anxious moments, as the 


Danish vessels, instead of completing 
their voyages, took refuge in the nearest 
neutral port and declined to come out. 
In one aromatic case a Danish vessel 
with a thousand crates of garlic from 
Chile destined for an American importer 
put into a small Peruvian harbor. The 
American, who had commitments for 
the disposal of the cargo, sent urgent 
appeals to the Department of Com- 
merce for aid. . Apparently the inhabi- 
tants of the little Peruvian town were 
also anxious for the cargo to move on, 
as arrangements were soon made to 
transfer the garlic to another vessel. 


RESTRICTIONS IN ZONE 2 


Zone 2 is the limited, restricted, or 
danger area in which all the restrictions 
imposed in Section 2(a) and 2(c) are 
in effect. 

American watercraft may freely navi- 
gate in Zone 2, visiting neutral ports, 
but may not carry passengers or cargo 
to the ports of any belligerent country 
in this area, or to any port, of course, 
within the superimposed combat area 
(Sec. 2(a)). 

Coastlines closed to American ship- 
ping are emphasized by heavy lines on 
the map. The diagonal shading indi- 
cates countries in this area to which the 
restrictions apply. 

It is “unlawful to export or trans- 
port, or attempt to export or transport, 
or cause to be exported or transported” 
from the United States (even on foreign 
vessels) to any of the shaded countries 
any articles or materials (except copy- 
righted articles or materials) until all 
right, title or interest therein shall have 
been transferred to foreign hands; and 
the shipper is required to file an oath 
that he has complied with this require- 
ment “and that he will comply with 
such rules and regulations as shall be 
promulgated from time to time” (Sec. 
2(c)). Although the exporter must 
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transfer title, he may still grant credit 
to the purchaser in these countries, un- 
less, of course, the sale is to a belligerent 
government or consists of arms, as al- 
ready explained. Such credit must, 
however, be in effect on open account, 
it having been ruled that no purchase 
price lien on the goods may be with- 
held. Exporters were disappointed that 
no “security title’ was permitted to 
enable them to protect the credit ex- 
tended. 

Almost at once a curious difficulty 
arose over the transfer of title provi- 
sion. American holders of letters of 
credit could be paid only upon present- 
ing bills of lading to the bank. Steam- 
ship companies, however, would not is- 
sue bills of lading until the oath that 
title had passed was presented. But 
the shipper could not make the oath, 
as he was unwilling to pass title until 
he was peid. This tricorn dilemma had 
been foreseen and a special clause in- 
serted in the Act providing that the is- 
suance of a straight bill of lading should 
constitute a transfer of title within the 
meaning of the section. Unfortunately, 
for technical reasons it proved at first 
insufficient, and several weeks elapsed 
before a working solution was evolved. 

The exception of copyrighted articles 
from the transfer-of-title requirement 
no doubt helps to keep the printed word 
in circulation in a world where books 
are burned like witches, but its greatest 
utility is to enable the motion picture 
industry to continue its system of li- 
censing instead of selling films. 


LIBERTIES OF ZONE 3 


Zone 3 includes all the Western Hem- 
isphere west and south of the line 
bounding Zone 2, all the Atlantic coasts 
south of it, and all the ports oi the Pa- 
cific and Indian Oceans and their de- 
pendent seas, bays, and waters. In this 
wide area American vessels may sail to 
belligerent countries, as India, Austra- 
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lia, or South Africa, with passengers and 
cargo, and shippers need not transfer 
title to merchandise ultimately destined 
to such countries (Sec. 2(g)). But no 
credit may be extended to such govern- 
ments or to anyone in the sale of arms 
there. Furthermore, title must be 
transferred if a shipment is made on a 
belligerent flag vessel if the vessel 
touches at a belligerent port anywhere 
while en route to a neutral port. Traf- 
fic strictly to neutral countries on for- 
eign vessels is not affected by the Act, 
provided goods are ultimately destined 
to neutral countries. 

It will be seen that the purpose of 
Zone 3 exemptions was to leave Ameri- 
can foreign commerce in this area as 
free as might be consistent with the ma- 
jor objectives of the Act. Proof that 
sight of these major objectives was 
never lost is the saving clause that no 
loss incurred in connection with any 
transportation so excepted “shall be 
made the basis of a claim put forward 
by the Government of United States” 
(Sec. 2(i)). 


Our NEIGHBOR CANADA 


No war in Europe can be allowed to 
impair the friendly tenor of our daily 
intercourse with our Canadian cousins. ) 
As a belligerent, Canada west of the 
western boundary of Zone 2 is in the 
same position as Australia, Ceylon, or 
the Netherland East Indies. However, 
additional privileges (Sec. 2(f)) are ac- 
corded in the case of Canada, namely, 

(that arms, ammunition, and implements 
of war may be carried on American wa- 
tercraft proceeding on or over lakes, 
rivers, and inland waters bordering on 
the United States, or aircraft flying over 
lands bordering on the United States, 
provided title is transferred to a foreign 
purchaser before export. Such mate- 
rials may also be carried by railroads or 
other land carriers on the same condi- 
tion. 
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AGENCIES IMPLEMENTING THE ACT 


The President is the fountainhead 
for the enforcement of the Act. His 
proclamations determine the belligerent 
states, define the combat areas, and fix 
the list of articles and materials which 
are to be considered “arms, ammunition 
or implements of war”; and he has, of 
course, general supervision over the ad- 
ministration of the Act. The President 
has delegated the power to make regu- 
lations under the Act (Sec. 13) to the 
Secretary of State by proclamation. 
Just before the passage of the 1939 Act, 
the President by proclamation (No. 
8233) distributed to the War, Navy, 
Treasury, Commerce, and Justice De- 
partments and the Governor of the Pan- 
ama Canal, specific duties for the en- 
forcement of neutrality, requiring all 
other agencies to co-operate and assist. 

This division of labor is still in ef- 
fect. The principal burden falls on the 
Customs Bureau (Treasury), the Bu- 
reau of Marine Inspection and Naviga- 
tion (Commerce), the Division of Con- 
trols (State}, and the Department of 
Justice, which has just organized a new 
unit to supervise prosecutions for viola- 
tion of the Act and related legislation. 

The Bureau of Foreign and Domestic 
Commerce has had little to do with the 
enforcement of the Act, since its func- 
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tional interest is the promotion of for- 
eign commerce and not its policing, 
although it did modify its regulations 
relating to export declarations è to meet 
the needs of the Customs inspection. 
Nevertheless this Bureau has been very 
active, participating in the deliberations 
of the several interdepartmental com- 
mittees which wrestle with problems of 
co-ordination, supplying information of 
the latest interpretations to foreign trad- 
ers through its district offices, and lend- 
ing direct assistance to hundreds of 
individual export houses enmeshed in 
the various and variable intricacies of 
the Act and its administration. 


3 The law requires the shipper to file with 
the Collector of Customs an “export declara- 
tion” stating the kinds, quantities, and values 
of the goods exported, at the time of ship- 
ment. From these documents the Bureau of 
Foreign and Domestic Commerce compiles the 
statistics of our foreign trade The amended 
regulations required that an additional copy 
be filed for use by the Customs Service as a 
checking copy by the lading inspector enforc- 
ing the restrictions of the Act. Formerly, 
when the complete export declaration was 
delayed, provision was made for the substitu- 
tion of a bond to preduce it in a specified time 
after shipment; this privilege was withdrawn, 
since the Customs Service desired the export 
declaration to be at hand at the time of ship- 
ment, to facilitate control in accordance with 
the Act. Provision was also made to tighten 
access to information compiled from export 
declarations, in order to withhold from bel- 
ligerents knowledge of shipments. 


Guerra Everett, LL.B., is a division chief of the 
Department of Commerce, Washington, D. C. A 
member of the Bar of the Supreme Court of the United 
States, he was for more than a decade in private prac- 
tice in New York City as a specialist in international 
matters. He is author of “La Carta Rogatoria Inter- 
nacional ante las Cortes Norteamericanas”’ (1935), 
numerous contributions to periodicals on legal topics, 
and several handbooks on foreign laws of business 
published by the Department of Commerce. 
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Neutrality Restricts the American Merchant Marine 


- By Harorp J. HARDING 
Written August 1, 1940 


HE American merckant marine 

is experiencing a wartime boom, 
though the war is not ous. American 
overseas shipping has reached its high- 
est point in more than ten years. Cargo 
is being shut out because there is no 
room in ships’ holds. Shipyards are 
working at full capacity, w:th new ships 
being placed in service at en average of 
one a week, 

According to the Burear of Customs, 
overseas cargo in the five months Janu- 
ary to May 1940 amounted to 23,807,000 
tons, a decrease of 2,500,000 tons from 
the same period last year. Yet, of the 
total indicated tonnage cleared from the 
United States for foreign ports in the 
first five months of 1940, saips of Amer- 
ican registry accounted for approxi- 
mately 32.6 per cent as compared with 
23.5 per cent in 1939. 

And all this, despite the fact that the 
area which in peacetime presented an 
active field for about one-half of our 
fleet in overseas foreign trade has been 
closed to American ships during much 
of the past nine months. 

When Congress threatened to rope off 
the greater part of Eurode and forbid 
American vessels to trade with that sec- 
tion of the globe, shipowners and sea- 
farers expressed the fear that such a 
move would constitute a death blow to 
the American merchant marine. But 
thus far results have not worked out the 
way the opponents of the ship embargo 
feared. Whether this is cue to the neu- 
trality legislation or to the war itself is 
hard to say. It is diffict to know just 
where to draw the line. 

Last November American shipowners 
were compelled to abarcon service be- 
tween the United States and most of 
Europe, sacrificing shipping lines built 
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up after years of effort and the expendi- 
ture of millions of dollars of government 
and private money. 

To make up for the cargo space for- 
merly provided by this American ton- 
nage, and to obtain additional facilities 
for transporting war materials in the 
transatlantic and other routes, foreign 
flag vessels were withdrawn by their 
owners from their regular routes. 

As a result of these withdrawals, un- 
anticipated openings were provided for 
American ships. Today, practically the 
only idle American seagoing vessels are 
those owned by the Government and 
frozen into inactivity by statute—the 
President has recently approved a bill 
releasing these ships for operation cr, 
possibly, sale to foreign owners. 


SALE OF AMERICAN SHIPS 


Many American owners are embrac- 
ing the opportunity to sell their older 
ships at good prices. The range at pres- 
ent is from $50 to $70 a deadweight ton. 
It is not to be expected, however, that 
prices will reach those of 1917, when, 
at the peak of submarine warfare, old 
freighters were selling at $350 a ton, 
with occasional instances of prices as 
high as $500. Some of the sellers are 
thus placing themselves in a position to 
acquire new tonnage; others are selling 
because they believe tne chance will not 
last for long. Every sale to foreign 
ownership must be approved by the 
Maritime Commission, and the Com- 
mission has not placed its O.K. on every 
application, by any means. From the 
outbreak of the war to July 1, 1940, the 
Commission approved the sale of 159 
ships of 2,000 gross tons and over, ag- 
gregating 864,692 gross tons. 


NEUTRALITY RESTRICTS THE AMERICAN MERCHANT MARINE 


This sort of thing, say the critics, is 
detrimental to the American merchant 
marine. Particularly bitter are the 
heads of maritime labor unions who see 
the jobs of their members disappearing 
as the ships depart for other shores. 
About May first, the Voice of the Fed- 
eration, official publication of Harry 
Bridges’ Maritime Federation of the 
Pacific, added up 1,268 jobs lost by 
west coast seamen employed on some 
forty-five American ships formerly op- 
erating out of Pacific coast ports, which 
had been sold to foreign interests. 

Should the United States enter the 
war, say other critics, we shall wish we 
had not let those ships go. 


Toe NEUTRALITY Law 


On September 1, 1939, when Adolf 
Hitler’s armies invaded Poland, the 
Neutrality Act of 1937 was in force. 
Under this act, it was unlawful for any 
American to export arms or ammuni- 
tion to any belligerent nation named in 
a Presidential neutrality proclamation, 
or to any neutral state for delivery to 
such belligerent. It was also unlawful 
for any American vessel to transport 
arms or ammunition destined for bel- 
ligerent states, and this proscription, by 
Presidential decree, might be extended 
to articles other taan munitions. Amer- 
ican citizens might not travel on vessels 
of belligerent states. 

But there was no restriction of move- 
ment of American ships, no question of 
freedom of the seas. American ships 
might trade with belligerent nations, 
but they could not be armed, nor could 
‘they transport arms or, possibly, certain 
articles of commerce. 

Shortly after the war started, the 
President called Congress into special 
session to amend the neutrality law. 
The primary objective was the removal 
of the arms embargo. Throughout the 
Congressional debate, considerably more 
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time and attention were paid to this 
point than to the policy toward Ameri- 
can shipping. 

Events have transpired with such 
rapid succession since the outbreak of 
war and new invasions have so dimmed 
our memory of preceding occurrences, 
that it may be well to review the provi- 
sions of the 1939 Neutrality Law as 
they affect American shipping: 

1. American ships are forbidden to 
carry arms to any belligerent nation in 
any part of the world. 

2. American ships are barred from 
transporting supplies or passengers to 
ports of belligerent nations, with certain 
exceptions: ports in the Western Hemi- 
sphere south of 35 degrees north, and 
north of 35 degrees north and west of 
66 degrees west; ports on the Atlantic 
Ocean south of 30 degrees north; the 
Pacific Ocean; the China, Tasman, and 
Arabian seas and the Bay of Bengal. 

3. The President is empowered to 
establish danger zones around either 
belligerent or neutral ports, including 
the areas exempted, into which Ameri- 
can ships must not go; these zones may 
be modified or changed by the Presi- 
dent. 

4, American citizens are forbidden to 
travel on belligerent ships, with minor 
exceptions. 

5. American merchant ships are for- 
bidden to be armed. 

‘Immediately upon signing the Neu- 
trality Act, the President issued three 
proclamations: (1) declaring the ex- 
istence of a state of war between Ger- 
many and France, Poland, and the 
United Kingdom, India, Australia, Can- 
ada, New Zealand, and the Union of 
South Africa; (2) placing restrictions 
on belligerent submarines in the ports 
and territorial waters of the United 
States; and (3) defining the first com- 
bat area, which included the waters sur- 
rounding the British Isles, the French 
Atlantic coast, the North and Baltic 
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seas, and the Norwegian coast south of 
Bergen. 


CoMBAT ZONES 


A short time ago the Maritime Com- 
mission published a map of the world 
depicting the extent of American flag 
services in foreign trade. This map, ac- 
cording to the Commission, “illustrates 
simply and forcefully the fact that 
American flag ships go to nearly every 
port to which American goods are ex- 
ported or from which American goods 
are imported.” It graphically demon- 
strates the preponderance of American 
flag services engaged in the European 
trade. The restrictive effect of the war 
upon the operation of our merchant 
marine, as fire and sword spread rapidly 
over Europe, is seen from the progres- 
sive implementation of the provisions of 
the Neutrality Act. The “combat 
zones” superimposed on the map of Eu- 
rope as a result of proclamations of the 
President, acting under this legislation, 
are shown on the map on page 94. 

The first and second combat zones, 
proclaimed November 4, 1939 and April 
10, 1940, respectively, extend from the 
French-Spanish border on the Bay of 
Biscay westward to the 20th meridian 
of west longitude, thence north to 59 
degrees north latitude, then northeast to 
the southern tip of Spitsbergen, and 
then southeast to a point on the Russian 
Arctic coast. 

The third combat zone, proclaimed 
on June 11, 1940, begins at the inter- 
section of the west coast of Morocco 
with the parallel of 33 degrees, 10 min- 
utes north, runs due west to 20 degrees 
west longitude, thence north to 37 de- 
grees, 5 minutes north latitude, thence 
east to the coast of Portugal, thence 
along the entire coastline of the Medi- 
terranean and the Atlantic coast of Mo- 
rocco to the point of origin. An addi- 
tional combat area includes the entrance 
to the Gulf of Aden, so while neither the 
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Black Sea nor the Red Sea is mentioned 
in the proclamation, it is impossible for 
American vessels to enter these waters 
without violating the law. 

Also, according to the provisions of 
the Neutrality Act itself, American ves- 
sels are forbidden to trade with Atlantic 
ports of Canada and Newfoundland 
(though they may operate to ports of 
Nova Scotia and New Brunswick, Can- 
ada, on the Bay of Fundy), or with 
African ports north of 30 degrees north 
latitude (French Morocco). 

All lands within this boundary, as 
well as those upon waters tributary 
thereto, are taboo for American ships. 
The penalty for violation is a fine of 
not more than $50,000 or imprisonment 
for five years, or both. Further, Ameri- 
can citizens who may travel in these 
waters are subject to a penalty of $10,- 
000, two years’ imprisonment, or both. 

Proponents of the extensive restric- 
tion of American shipping were positive 
that these steps were necessary to keep 
the United States out of war. Just how, 
no one seemed to comprehend, any more 
than why the retention of the arms em- 
bargo under which Americans were for- 
bidden to sell munitions to belligerents 
would have got us in. We removed one 
embargo and created another. 

The British shipping paper Fair Play 
referred to the Neutrality Act as “this 
ingenious legal experiment, which seems 
based on a hope of being able to run 
with the hare and hunt with the 
hounds.” 

We voluntarily surrendered a right in 
defense of which our Nation twice went 
to war. We chose to turn our back 
upon the principle that America will 
not supinely submit, regardless of who 
may violate her rights as a neutral. 
Our purpose was to avoid trouble by 
keeping our ships out of waters in which 
trouble might occur, so that we might 
not be incited to retaliation ior the cer- 
tain violation of our rights which would 
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follow the entry of our ships into the 
combat zones. 


AMERICAN LINES AFFECTED 


But Congress made no provision in 
the Act to compensate American seamen 
for the loss of jobs, or the owners of 
vessels for the losses they might incur 
through being legislated off their estab- 
lished routes. By this Act, Congress 
once more repudiated a number of con- 
tracts between the Government and 
American shipowners. Under the Mer- 
chant Marine Act of 1936, operating 
differential subsidy agreements had 
been entered into with American com- 
panies for the operation of American 
ships on essential trade routes; and on 
the strength of these agreements, certain 
of the lines affected had assumed con- 
tracts for the construction of new ton- 
nage. When the Neutrality Act be- 
came effective, these subsidy agreements 
were naturally abrogated. 

The American lines that, to August 1, 
1940, have been directly affected by the 
Act are: 

America France Line—United States 
North Atlantic to French Atlantic ports. 

American-Hampton Roads Line— 
Hampton Roads, Baltimore, Philadel- 
phia, and Boston to Scotland and Eng- 
land. 

Oriole Lines—United States North 
Atlantic ports to United Kingdom and 
Treland. 

United States Lines—New York and 
Boston to Ireland, England, and France. 

American Scantic Line—United States 
North Atlantic ports to Scandinavia and 
the Baltic. 

Black Diamond Lines—United States 
North Atlantic ports to Belgium and 
the Netherlands. 

Dixte-United Kingdom Line—Gulf 
ports to United Kingdom. 

Southern States Line—Gulf to France, 
Belgium, and the Netherlands. 

Mobile Oceanic Line—Gulf to United 
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Kingdom, France, Belgium, and the 
Netherlands. 

South Atlantic Mail Line—United 
States South Atlantic ports to United 
Kingdom, Belgium, and Netherlands. 

American Export Lines—United 
States North Atlantic to Mediterranean 
and Black Sea ports (now running only 
to Lisbon, Portugal). 

Lykes Bros. S. S. Co.—United States 
Gulf ports to Mediterranean. 

Isthmian Line—Intermittent service 
to European ports. 

Also affected are lines traversing the 
Mediterranean en route to other parts 
of the world. These lines employed 
thirteen ships of 109,000 gross tons in 
round-the-world trade, and twenty-two 
vessels of 131,000 tons in service be- 
tween United States Atlantic ports and 
India, which must now take the route 
around the Cape of Good Hope. 

With the exception of the Isthmian 
Line and of the United States Lines, 
generally regarded as the successor of 
the old American Line, every one of 
these services was established by the 
Government during the post-World War 
period. By 1939, all but three had been 
sold by the Government to private 
American companies. The establish- 
ment and maintenance of these lines in 
the face of foreign competition had 
been no easy task, but despite financial 
and other handicaps, American ships 
were carrying a fair percentage of the 
traffic. 

Taken as a group, the countries 
within the confines of the combat area 
comprise, in normal times, a most im- 
portant field for American commerce 
and shipping. Imports from and ex- 
ports to these countries in 1938 to- 
taled 17,676,268 cargo tons+ (excluding 
tanker cargoes)—roughly 40 per cent 
of our water-borne foreign trade. 

The North Atlantic passenger trade 
is the world’s premier passenger route. 

1 Maritime Commission figures. 
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Whether for “window dressing” or for 
financial gain, the chief European na- 
tions found reason to operate in this 
trade the world’s largest ships—the 
British “Queen Mary,” the French 
“Normandie,” the German “Bremen” 
and “Europa.” Though our two largest 
passenger ships were overshadowed by 
these superliners, we found the North 
Atlantic passenger business profitable. 
Westbound traffic during 1938 amounted 
to 263,914 persons, of whom 12.7 per 
cent traveled in American ships. East- 
bound traffic totaled 218,581 passengers, 
of whom American ships carried 10.5 
per cent. 

During the debate on the neutrality 
resolution, no two experts seemed to 
agree on the number of ships which 
would be affected by this measure. The 
most reliable information on this point 
is contained in the quarterly report 
dated September 30, 1939, issued by the 
Maritime Commission on the employ- 
ment of American merchant vessels of 
1,000 gross tons and over. 

According to this report, the number 
of American ships, exclusive of tankers, 
engaged in trade with the United King- 
dom, Atlantic and Baltic Europe, was 
92, of 592,077 gross tons. Of these, 15 
of 148,623 gross tons were combination 
passenger and cargo ships, and 77 were 
freighters (including 19 Government 
owned) of 443,454 gross tons. These 
92 vessels represented 41 per cent by 
number and 39 per cent by gross ton- 
nage of the total American merchant 
fleet (again omitting tankers) in over- 
seas foreign trade. 

These ships provided employment for 
more than five thousand American mer- 
chant officers and seamen. 


POSSIBLE Courses OF ACTION 


When the law became effective, the 
owners of these ships had two, possibly 
three, courses open to them. They 
could tie up their ships for the duration 
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of the war and continue in the business 
with which they were most familiar by 
operating neutral foreign tonnage. They 
might transfer their vessels to neutral 
foreign registry, provided the Maritime 
Commission would approve. Neither 
of these moves would help the American 
merchant marine. 

And who could say how long the 
chartered tonnage might remain neu- 
tral, or how long before neutral flags to 
which the American vessels might be 
transferred would become the ensigns 
of belligerent nations? Those who 
adopted either of these choices were not 
long in finding out. 

Black Diatnond hired its freighters 
out to other American operators and, 
in turn, chartered a cumber of foreign 
bottoms, mostly Scandinavian. The 
company quickly found itself making 
more money than it had ever made with 
American ships, though the rising trans- 
atlantic freight rate was undoubtedly an 
important contributing factor. With 
the invasion of Denmark and Norway, 
the company found its newly discovered 
prosperity threatened. Danish ships, 
technically German by reason of the 
occupation of Denmark by Germany, 
were promptly tied up by their owners, 
who waited to see what would happen. 
Norwegian ships were placed under a 
joint Norwegian-British direction, sub- 
ject to the disposition of the British 
Shipping Control. Then the invasion of 
the Low Countries closed the ports of 
the Netherlands and Belgium. At the 
moment, Black Diamond is confronted 
with a wall of circumstances which 
makes continued operation impossible. 
But its own American flag ships are 
working, f 

Similarly situated is the United States 
Lines. After some delay, its steamships 
“Washington” and “Manhattan” were 
first placed in the New York-Genoa 
service, and later in the United States 
intercoastal service. The “President 
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Roosevelt” was placed on the Bermuda 
run, left vacant by the withdrawal of 
British ships. But the company was 
unable to find a trade into which its 
remaining cargo and passenger ships 
would fit. Eventually it secured the 
Maritime Commission’s approval to sell 
these ships to a Belgian company, and 
the black, gold, and red tricolor of Bel- 
gium replaced the Stars and Stripes. 
United States Lines continued in busi- 
ness as agents for the Belgium company. 
When Germany struck at the Low 
Countries, the status of the ships 
changed from neutral to belligerent. 
Though the ports of France, Belgium, 
and the Netherlands are closed, the 
ships may still operate to the United 
Kingdom. Already the “I-told-you- 
so’s” have had the satisfaction of point- 
ing out what might have happened to 
an American ship, for the largest of this 
fleet, the former “President Harding,” 
renamed the “Ville de Bruges,” was 
bombed by a German plane during the 
first week of the invasion of Belgium. 
Four members of her crew were killed; 
the ship was beached on the Belgian 
coast. 

The third alternative for the Ameri- 
can companies affected by the Neutral- 
ity Act was to forget Europe for the 
time being and find other fields. The 
writer has placed this alternative last 
because at the time it was considered 
the least feasible. But these fields have 
‘materialized, chiefly because of the 
withdrawal of both belligerent and neu- 
tral foreign shipping from their regular 
peacetime trades. 

South America was one big possibil- 
ity; South Africa another. There was 
need for additional ships in transpacific 
service. Industrial carriers have char- 
tered many ships since the foreign flag 
tramp ships left for more fertile areas. 
Some have even been chartered, with 
Maritime Commission approval, to for- 
eign operators, 
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VESSELS 1,000 Gross Tons AND OVER 


A comparison of the Maritime Com- 
mission’s quarterly reports for Septem- 
ber 30, 1939 (one month before the 
Neutrality Act was adopted) and June 
30, 1940, on the employment of Ameri- 
can merchant vessels of 1,000 gross tons 
and over, shows that while the total 
number of ships and tonnage has 
sligatly decreased, the numbers have in- 
creased in foreign trade, while a cor- 
responding reduction appears in the 
coastwise trade, and the number of 
laid-up vessels has decreased. This 
comparison is interesting, too, in show- 
ing the trend of American shipping in 
the various trade routes, as seen in the 
accompanying table. 

Tankers are not included in this com- 
parison, for the reason that the tanker 
companies have, as a rule, employed 
foreign flag rather than American ves- 
sels for foreign trade. On September 
30, 1939 there were 51 American tank 
ships of 387,740 gross tons in foreign 
trad2; on June 30, 1940, the figures had 
increased to 68 ships of 494,170 gross 
tons On the former date there were 
309 tankers of 2,174,977 gross tons in 
the domestic trades, compared with 297 
ships of 2,087,020 gross tons on June 
30, 1940. The 25 laid-up tankers of 
155,053 gross tons on September 30, 
1939 dropped to 5 of 42,576 gross tons 
by Jane 30, 1940. 

Thus far, we have traced the effects 
of the neutrality legislation in so far as 
the disposition of the ships is concerned, 
but again it must be emphasized that 
the solution of a tough problem has 
been due as much to the war itself as to 
the Neutrality Act. 


As AFFECTING SEAMEN 


And as the steamship companies have 
foung work for their ships, most of the 
seamen who were legislated out of their 
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EMPLOYMENT OF AMERICAN STEAM AND Motor MERCHANT VESSELS 
or 1,000 Gross Tons AND OVER 


(Combination Passenger and Cargo and Cargo Ships) 














Trade 


Nearby Foreign .. 
South America 
East Coast ........... . 
West Coast........... 0. 2. 2 ee 
Transatlantic 
Atlantic Europe and U. K. . 
Baltic to awtiadewatoes 


Transpacific 


Orient and Far East........ 0 ......... z 


Australasia . 
Around the World. 
Foreign Trading Foreign. . 


TOTAL FOREIGN .. .......... . 
Coastwise 
Atlantic and Gulf....... 
Pacific......... . 
Intercoastal. .... 
Hawaii... 


ToraL COASTWISE. . 


TOTAL ACTIVE VESSELS 
Government Service. Pee 
Special Service. .... 0. 6. uuas cere o 
Laid Up Vessels... 


Granp Tora, Dry CARGO AND COMBINATION.. 



















Sept. 30, 1939 June 30, 1940 

Gross Tons Ships Gross Tons 
342,459 108 523,759 
198,082 42 296,392 
120,982 33 220,432 
547,927 18 145,555 

44,150 — — 
139,296 11 64,985 
64,593 16 94,130 
55,366 22 140,483 
27,492 8 43,203 
155,568 61 398,016 
60,205 20 134,709 
102,122 17 132,649 
2,286 1 2,286 














1,860,528 357 2,196,599 




















747,074 148 633,052 
246,535 76 207,006 
939,024 110 633,972 
255,873 37 233,241 
107,916 25 113,027 
2,296,422 36. 1,820,298 
4,156,950 753 4,016,897 
. e 1 6,211 
7,117 1% 7,117 
1,295,867 1764 į 1,002,002 
5,459,934 931 5,032,227 





* Loaned to War Department. 


è In custody of Coast Guard. 


* Includes 119 Government owned of 778,835 gross tons, 
4 Includes 108 Government owned of 739,381 gross tons. 


jobs have returned to employment as 
the ships were placed in other berths. 
It is, however, true that many have lost 
employment through the sale of Ameri- 
can ships to foreign owners. The Gov- 
ernment, particularly the Maritime 
Commission, has aided considerably. 
Some former seamen are on W.P.A. 
rolls. Despite the opposition of labor 


union leaders, about three thousand 
have taken advantage of the upportu- 
nity to improve their knowledge of sea- 
manship and shipboard duties by en- 
rolling with the United States Maritime 
Service, a training system conducted for 
the Commission by the Coast Guard. 
According to report, several hundred of- 
ficers and seamen have shipped on for- 
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eign vessels out of Canadian ports. 
This, of course, is contrary to the Neu- 
trality Act, but the pay is good, and a 
job is a job! 

One result of the Neutrality Act, 
however, is positive. “A floating mine 
has no conscience.” Had there been no 
neutrality legislation, and had American 
vessels been allowed to continue in their 
establisked trades to Europe as they were 
permitted to do in the last war, it is rea- 
sonable to believe that some, at least, 
would have been sunk and a number of 
American lives lost. General Hugh 
Johnson expressed the opinion of the 
press in saying recently, “The wisest 
thing we have done was to get off the 
ocean in areas where this death struggle 
is going on.” 

With this there can be little argu- 
ment, though the neutrality law is still 
unpopuler with American shipowners 
and American seamen. 

In the first ten months of the war (up 
to June 27) 683 merchant vessels of 
approximately 2,324,000 gross tons and 
flying the flags of practically every na- 
tion of the world—with the notable ex- 
ception of the United States—were sunk 
as a result of mines, torpedoes, shell-fire, 
and, in the case of German and Italian 
ships, scuttling. 

As of June 27, 1940, Great Britain 
heads the casualty list with a loss of 285 
vessels of 956,669 gross tons. Germany 
is next, with 75 ships of 395,143 gross 
tons lost through enemy action or scut- 
tling, and 58 of 258,747 gross tons 
through capture. France lost but 24 
ships of 92,189 gross tons. Italy lost 
17 ships of 99,441 gross tons through 
enemy action or scuttling, and 7 ships 
of 42,027 gross tons by capture.* As in 
the World War, Norway, Sweden, the 
Netherlands, and Denmark sustained 
the greatest losses among neutrals. 


2 Marine Engineering and Shipping Review, 
July 1940, p. 86, 
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Can We Horn Our Gams? 


So, despite dislocations traceable di- 
rectly to our neutrality policy, our ship- 
ping has not fared badly—up to now. 
The question is, when the war is over, 
will American ships be able to retain 
their gains in the South American, Soutk 
African, and Far East trades—trades in 
which they dominate today more be- 
cause of circumstances than by reason 
of any campaign to develop a demand, 
at home or abroad, for American ship- 
ping? 

The ship operators themselves expect 
to hold a portion—perhaps 25 per cent 
—of the increase; and in some trades 
this will mean 50 per cent or more of 
the cargo transported. 

Also, those formerly in the European 
trade expect to return to their prewar 
routes. It has been said frequently that 
while we can take the flag off these ship- 
ping lanes with a stroke of the pen, we 
certainly cannot put it back with the 
same ease when peace comes again. 
With this, most of the operators do not 
agree. They feel that when peace 
comes, it will come to a very much dis- 
organized Europe which will welcome 
the sight of the American dag as the 
emblem of order and helpful friendship. 

The reader has probably sensed that 
the hopeful outcome of our neutrality 
policy, and the war, is based on the 
writer’s conviction that the Allies will 
emerge victorious, dark though that 
prospect may seem at the moment of 
writing. 

What if Germany should win? One 
hesitates even to think of the conse- 
quences of such a happening! Should 
that be the outcome, Germany would 
undoubtedly claim a large portion of the 
British merchant marine and set out to 
dominate world trade and world ship- 
ping routes. In that event, the conser- 
vation of American tonnage by reason 
of our neutrality policy, and the up- 
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building and strengthening of the Amer- 
ican merchant marine under the guid- 
ance of the Maritime Commission will 
have been fully justified, regardless of 
the expense entailed. 


IMPORTANCE OF OUR MERCHANT 
MARINE 


Indeed, the wisdom of building up the 
merchant marine is more evident today 
than ever before. In 1914 our manu- 
facturers, our farmers, and others paid 
through the nose because American 
ships were not available for the trans- 
portation of exports when foreign ships 
deserted our ports. In 1939 and 1940, 
because of the availability of American 
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ships, our growing trade with the rest 
of the world has been kept moving. In 
1914, freight rates were whatever the 
traffic would bear. Today, rates are up 
over prewar levels, but 150 per cent in- 
creases are the exception, and in most 
trades the increase is in the neighbor- 
hood of 25 per cent. All circumstances 
considered, this is extremely reasonable. 

And because of the fact that Ameri- 
can ships have not been found wanting 
in this great emergency, there is a stead- 
ily growing appreciation on the part of 
the American public oi the importance 
of our merchant marine to our indus- 
trial, commercial, and social welfare, not 
to mention the national defense. 


Harold J. Harding is editor of Marine Progress, a 
monthly publication, and national secretary (1931 to 
the present) of The Propeller Club of the United 


States. 


War Strikes American Foreign Trade 


By Epwarp J. NOBLE 
Written June 26, 1940 


ATA covering the first nine months 

of the European war, which are 
available at this time, permit of some 
general cbservations regarding the ini- 
tial effects of the hostilities upon the 
foreign trade of the United States. 
These developments may be summa- 
rized conveniently in the following se- 
ries of propositiors. 


TRADE INCREASED BY THE WAR 


United States export trade reached 
relatively high levels during the first 
nine months of the European war. The 
difficulty of measuring the extent of the 
increase in foreign trade in the present 
instance is the familiar one of lacking an 
obvious standard of comparison. To 
point out that the total value of exports 
during the first nine months of the war 
was 35 per cent greater than during the 
corresponding morths of 1938-39 is im- 
pressive, but perhaps somewhat mis- 
leading; for, as a result of cyclical and 
other factors, the foreign demand for 
American products during the earlier 
period was not particularly heavy. 

What is more significant is that ex- 
ports in a number of the months from 
September 1939 to May 1940 exceeded 
shipments during the same months of 
any year of the last decade. Exports in 
December and May were larger than in 
any other December or May since 1929. 
Those in each of the first four months 
of 1940 were larger than in the same 
months of any previous year since 1930, 
and in January they were larger than in 
any other month since March 1930. 
Exports in September, October, and No- 
vember 1939, although substantially 
above those in the same months of 1938, 
were less than in the corresponding 
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months of 1937, when export trade was 
at a maximum for recent years. 

Total exports from the United States 
during the first nine months of the war 
in Europe were valued at $3,000,000,- 
000, or at the rate of $4,000,000,000 for 
a full twelve months. If this amount, 
which exceeds the value of United 
States exports in any year since 1929, 
is substantiated by actual trade returns 
for the next few months, widespread ex- 
pectations of greatly enlarged foreign 
sales as a result of the conflict will be 
realized in some degree. As a matter of 
fact, a rising tendency in export trade 
was in evidence before the outbreak of 
the war, as the direct requirements of 
intensified rearmament programs and 
the expansion of industrial activity 
abroad resulting from them contributed 
to an increasing demand for American 
goods. 

United States import trade increased 
considerably during the first nine 
months of the European war, but not 
to the same extent as export trade, with 
the result that the export trade balance 
attained unusual proportions. The rise 
in the value of imports during the pe- 
riod from September 1939 to May 1940, 
attributable primarily to the higher 
level of domestic industrial activity 
(which largely determines the scale of 
imports), was of the order of one-fifth 
as compared with the corresponding 
months of 1938-39. November and 
December imports exceeded those in 
any previous November or December 
since 1929, and January imports ex- 
ceeded those in any other January since 
1930. Imports in September and Oc- 
tober 1939 were larger than those in the 
same months of 1938, and imports in 
February, March, April, and May were 
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larger than in the same months of either 
1938 or 1939, although receipts in each 
of these six months were below those in 
the corresponding periods of 1937. 

The total value of imports into the 
United States during the nine months 
ended in May 1940 was $1,960,000,000, 
or at an annual rate of approximately 
$2,600,000,000. With exports rumning 
to $4,000,000,000 on a twelve months’ 
basis, an export trade balance of $1,- 
400,000,000 is indicated for the first 
year of the European war. Of this con- 
jectured amount, which would be larger 
than the excess of exports over imports 
in any previous year since 1921, more 
than $1,000,000,000 had already ac- 
crued during the first nine months. 
The heavy export trade balances during 
this period were the major known fac- 
tor affecting the extraordinary infow of 
gold, which aggregated $2,500,000,000 
from September 1939 to May 1940. 
Month by month, with only two excep- 
tions, the export balance ran above that 
in the same month of any other year 
during the past decade, and in several 
instances, of any other year sinze the 
early 1920's. 


GEOGRAPHIC DISTRIBUTION OF EXPORTS 


Exports to Europe increased swbstan- 
tially during the first nine months of the 
war, but exports to several non-Euro- 
pean areas increased more tn proportion. 
Comparative data for the September- 
May periods of 1938-39 and 1939-40 
show that the value of domestic mer- 
chandise shipped to European countries 
increased by 32 per cent, whereas Can- 
ada took 47 per cent more goods by 
value, and Latin America countries 44 
per cent more. Sales of domestic mer- 
chandise to the United Kingdom rose 
by 22 per cent, to France (including 
some shipments to British account) by 
154 per cent, and to the two countries 
combined by 51 per cent. Exports to 
Italy were 76 per cent larger during the 
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first nine months of the war than in the 
corresponding period of 1938-39, and 
those to the Union of Soviet Socialist 
Republics were 45 per cent larger. Ex- 
port trade with Switzerland and Spain 
more than tripled. Sales to the Scandi- 
navian countries had increased by 69 
per cent up to the end of March, partly, 
as in the case of Switzerland, because of 
a shift from indirect to direct shipments. 

Immediately upon the outbreak of 
the war, exports from the United States 
to the United Kingdom and France be- 
came subject to numerous restrictions 
inherent in the wartime economic and 
financial policies of the Allies. Their 
import trade was placed under strict 
control, and certain imports which 
escaped direct limitation or prohibition 
were discouraged through exchange de- 
preciation, through drastic increases in 
income and other taxes, and through 
other measures. The cautious and co- 
ordinated official buying by the Allies 
during the early months of the war con- 
trasted sharply with the competition 
and frequent duplication of orders dur- 
ing the first part of the World War. It 
is apparent that the United Kingdom 
and France sought to keep at a mini- 
mum their purchases in the United 
States of nonessential commodities or 
of commodities which for economic or 
political reasons could be obtained more 
advantageously elsewhere, and thus to 
conserve their resources of gold, dollar 
balances, and securities marketable in 
this country. 

The movement of American goods to 
neutrals, especially to the European 
neutrals, was limited by controls im- 
posed by the belligerents at a much ear- 
lier stage than during the World War, 
and, on the whole, with greater severity. 
Blockade and contraband regulations 
materially influenced trade with the 
European neutrals adjacent to Ger- 
many, in addition to stopping direct 
trade with Germany altogether. Ex- 
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ports to non-European countries were 
affected, in the case of belligerents, by 
restrictive meastres patterned after the 
policies adopted by the United King- 
dom and France. In the case of export 
trad: with neutrals outside of Europe, 
wartime controls were of less impor- 
tanc: than broad economic influences 
such as the general level of economic 
activity within the countries, the trend 
of tieir exports to the United States, 
and the disposable proceeds of their to- 
tal exports. 

The prospects of an expansion of ex- 
port: to non-European areas, which 
were often exaggerated at the beginning 
of the war, have materialized in part. 
The fact that the productive facilities of 
man’’ of the countries concerned are not 
in h:gh degree complementary to those 
of tke United States does not constitute 
an ii superable obstacle to a further ex- 
pans on, although the inability of those 
coun ries, under existing agreements 
with th2 belligerents and under ex- 
chan ze restrictions laid down by the 
bellijerents, freely to utilize receipts 
from shipments to Europe for making 
purchases in the United States will serve 
as a cestrictive factor. 

It should be noted in this connection 
that, although Europe still takes a 
large: proportion of total United States 
expoits than any other great trade re- 
gion, it occupies a considerably smaller 
place in the trade than it once did. 
For example, shipments to Europe dur- 
ing the five-year period preceding the 
present conflict were approximately 
two-fifths of shipments to all countries; 
in the period preceding the World War 
they constituted three-fifths of the to- 
tal. The relative importance of exports 
to other world areas has increased, and 
this trend has persisted during the first 
nine months of the European war. 


COMMODITY DISTRIBUTION OF EXPORTS 
Except jor the rise in cotton ship- 
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ments, the increase in United States ex- 
ports during the first nine months of the 
wer was concentrated largely in manu- 
factured products. The heavy move- 
ment of cotton to Europe since the 1939 
crop became available was a very im- 
portant factor in the increase in total 
United States exports during the first 
nine months of the war. Following 2 
season of unusually small shipments, ex- 
ports of raw cotton to European coun- 
tries advanced to 4,200,000 bales (of 
which only a small fraction figured in 
the barter deal with the United King- 
dom). These exports were valued at 
more than $220,000,000 in the months 
from September 1939 to May 1940, and 
represented an increase of 136 per cent 
over the value of cotton shipments to 
Europe in the corresponding months of 
1938-39, and 21 per cent over the av- 
erage value of shipments to Europe in 
the five preceding seasons. 

Exports of other agricultural prod- 
ucts, especially of tobacco, grains, and 
fruits, declined during the first nine 
months of the war chiefly as a conse- 
quence of smaller sales to the belligerent 
countries, which placed imports of many 
agricultural products from the United 
States under special restrictions. On 
the other hand, foreign purchases of 
manufactured articles, notably of metals 
and manufactures, chemicals, aircraft, 
machinery, and lubricants, increased 
significantly after the beginning of the 
war in accentuation of a trend in evi- 
derce as early as April 1939. 


CoMPARISON WITH 1914 


These developments were in many 
wavs different from those in the early 
months of the World War, particularly 
with respect to exports of agricultural 
commodities. In 1914 it was the cotton 
trade that was most severely affected by 
the first dislocations produced by the 
outbreak of hostilities. Shipments of 
grains and foodstuffs showed an imme- 
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diate rise, although this was in great 
part a result of the fact that Canadian 
and Australian wheat production was 
small, while the United States enjoyed 
a record crop. Foreign purchases of 
finished and semifinished manufactures 
increased sharply in 1914, as they did 
in 1939. In 1914, however, they had 
been declining prior to the outbreak of 
war. Thus the trend of export trade 
during the opening months of the World 
War reversed a downward movement, 
whereas the present war began when ex- 
ports of semimanufactures and finished 
manufactures were already rising. In 
a measure, the war demand for domestic 
exports appeared before September 
1939. Armament requirements, the 
building up of reserve stocks of war ma- 
terials, and the generally high rate of 
industrial activity induced by war prep- 
arations had all been reflected in the 
export trade of the United States before 
hostilities commenced. 

The opposing trends in exports of 
agricultural and manufactured goods 
since the beginning of the present con- 
flict appear to be quite consistent both 
with the changed position of zhe United 
States as a supplier of fooc and raw 
materials and with the economic poli- 
cies of the Allies. In recent years 
nearly two-thirds of exports from the 
United States have consisted of finished 
and semifinished manufactures. Crude 
materials comprise about a fcurth of all 
exports, with crude and manufactured 
foodstuffs making up the remainder. 
Before the World War, by contrast, 
crude materials, principally cotton, con- 
stituted one-third of United States ex- 
ports, while foodstuffs amounted to 
amounted to about one-fifth. Finished 
and semifinished manufactures com- 
prised less than one-half oł total ex- 
ports. 

These differences in the structure of 
export trade between 1914 and the re- 
cent past are closely related to the 
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changes in the geographic distribution 
of exports set forth above. The decline 
in the relative importance of exports of 
crude materials and of foodstuffs since 
the pre-World War years has been ac- 
companied by a decline in the propor- 
tion of total exports taken by Euro- 
pean countries, which were the principal 
markets for these products. Additional 
major sources of breadstuffs and other 
agricultural products outside the United 
States have appeared since 1914, and 
many of the belligerent countries are 
themselves more nearly self-sufficient in 
essential foodstuffs than they were at 
the time of the World War. 

Moreover, it is precisely in the case 
of the United Kingdom, which must 
import large quantities of food, that 
alternative sources of supply have been 
developed. At the outset of the World 
War, the United States supplied 20 per 
cent of British imports of food, drink, 
tobacco, and raw materials. In recent 
years, only about 10 per cent has come 
from this country. In the case of other 
crude materials, as, for example, min- 
erals, production outside the United 
States has been greatly increased since 
the World War period. These consid- 
erations, among others, suggest what is 
to some extent already evident from 
trade returns: that any increase in ex- 
ports to European countries and to the 
belligerent countries in particular dur- 
ing the present war will be concentrated 
to a considerable degree in manufac- 
tured articles. As a matter of fact, it 
was this category of exports that ex- 
panded to the greatest extent during the 
World War years, although the rise in 
shipments of foodstuffs was significant 
for the war period as a whole and espe- 
cially during the first twelve months. 


GEOGRAPHIC DISTRIBUTION oF IMPORTS 

The increase in United States imports 
during the first nine months of the Eu- 
ropean war was accounted for mainly by 
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larger receipts of crude products from 
Asia, Latin America, and Canada. The 
rise of 22 per cent in the value of im- 
ports during the first nine months of the 
war as compared with the same months 
of 1938-39 resulted chiefly from in- 
creased domestic requirements for for- 
eign raw materials. Since the major 
sources of these crude products are Asia, 
Latin America, and Canada, larger im- 
ports from these areas have accounted 
for most of the gains in import trade. 
Imports zrom European countries, on 
the contrary, decreased in comparison 
with the corresponding period of 1938~ 
39. This was a-most entirely the con- 
sequence, however, of the interruption 
of imports from Germany and the Ger- 
man-occupied areas. Receipts of goods 
from other European countries showed 
little change. 

It is axiomatic that the trend of im- 
ports into the United States is deter- 
mined largely by the course of domestic 
industrial activity. Thus, after reach- 
ing a peak for recent years in the first 
quarter of 1937, when industrial pro- 
duction was at a high level, imports de- 
clined along with the output of basic 
commodities through the middle of 
1938. The upward trend of imports 
beginning in the last half of that year 
paralleled the generally rising level of 
industrial activity, which has been in- 
fluenced in turn, especially since the 
early part of 1939, by an increasing 
foreign demand for United States prod- 
ucts. 

As an illustration of the truism that 
the foreign market for American com- 
modities is usually good when the do- 
mestic market for foreign commodities 
is improving, this interdependence of 
exports and imports should perhaps not 
be given undue weight under present 
circumstances in the case of the Allies, 
which possessed very substantial re- 
sources in the form of gold, dollar bal- 
_ ances, and United States securities, and 
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which have regulated their foreign trade 
as wartime exigencies dictated. The re- 
lationship can scarcely be overempha- 
sized, on the other hand, in the case of 
trade with non-European areas. It 
should be noted, however, that the 
movement of prices, especially the prices 
of the primary materials which com- 
prise such a large proportion of the ex- 
ports of countries outside of Europe, is 
a factor of primary importance in esti- 
mating trade trends. The boom in 
United States trade with Latin America 
during the World War, for example, was 
in large measure the consequence of a 
great rise in prices. 


THE FUTURE 


The prospects for United States for- 
eign trade in the near future depend 
upon war developments, and are there- 
fore conjectural in high degree. As the 
dislocations during the early part of the 
European war bear eloquent witness, 
current trends in the foreign commerce 
of the United States cannot be disso- 
ciated from the course and character of 
the conflict itself. The spread of the 
war has had an obvious direct effect 
upon trade between this country and 
the areas immediately concerned, as 
well as an indirect effect upon its trade 
with other areas. The involvement of 
Scandinavia affected an exchange of 
goods which amounted in the year ended 
March 1940 to $170,000,000 on the 
export side and to $70,000,000 on the 
import side. The invasion of the Neth- 
erlands and Belgium cut off exports 
valued at $165,000,000 in the previous 
twelve months and imports valued at 
approximately $90,000,000. The entry 
of Italy into the war interrupted an ex- 
port trade of about $90,000,000 and an 
import trade of $40,000,000 during the 
year ended with May, and adected also 
trade with other European and Medi- 
terranean countries amounting to $105,- 
000,000 and $100,000,000 respectively, 
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in the same period. -The collapse of 
France involved the loss of a market 
which took $325,000,000 of exports and 
from which $60,000,000 of goods were 
imported during the twelve months 
ended in May. 

Developments during the first nine 
months of the war resulted in the more 
or less complete rupture of commerce 
with European countries which ac- 
counted in 1939 for half of the com- 
modity shipments from tke United 
States to Europe and for an even larger 
proportion of United States purchases 
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in Europe. At the same time, the vari- 
ous areas with which trade relations 
were broken or disrupted were cut off 
as sources of supply both from the 
United Kingdom and, generally speak- 
ing, from non-European countries, with 
further implications for trade between 
the United States and those countries. 
In view of the fluid situation, it is mani- 
festly impossible to foresee just what 
the total foreign trade of the United 
States, or its commodity and geographic 
distribution, will be during a continua- 
tion of hostilities. 


The Honorable Edward J. Noble is Under Secretary 
of Commerce of the United States, Washington, D. C. 
He is founder, chairman of the board, and director of 
Life Savers, Inz., and is president and director of nu- 


merous other corporations. 


He is founder of The Ed- 


ward J. Noble Foundation, a charitable organization. 


Trade with the Belligerents 


By FRANKLIN JOHNSTON 
Written July 8, 1940 


HE effect of the present European 

war upon our trade with the bel- 
ligerents was, up to the invasion of 
Denmark and Norway, approximately 
parallel to that of 1914-15. It was 
slightly less as regards the Allies; some- 
what greater as regards Germany. Our 
export trade with France and Great 
Britain immediately showed a sharp in- 
crease, while any direct trade with Ger- 
many virtually ceased. 

As regards Germany, the Allied block- 
ade of shipments to neutrals which were 
believed to be really intended for Ger- 
many was more strict than in 1914-15, 
because our opposition to the Allied 
blockade measures at that time was a 
constant brake on the Allies. Since we 
ourselves, upon becoming a belligerent, 
in 1917 accepted the Allied blockade 
theories and helped to enforce them, we 
are no longer in a position to file the 
same protests as in 1914-15. In addi- 
tion, the public here at this time is not 
urged by the Executive to be neutral in 
thought as well as deed. 

Our exports to Germany in 1938 were 
valued at $107,12¢,899, and the loss of 
this market is, of course, a hardship to 


certain industries and certain individual 
exporters. However, Germany, unlike 
the situation in the pre-1914 era, had 
long ceased to be a normal market. All 
imports were under strict control, and 
only such American commodities as 
were absolutely necessary from a mili- 
tary preparedness standpoint, or defi- 
nitely essential otherwise, were admit- 
ted. Therefore, the loss of that market 
has much less general importance than 
it had in 1914. The same thing applies 
to Italy, Soviet Russia, and even, to a 
degree, to France. They were not the 
normal markets, subject to purely eco- 
nomic laws, that they were in 1914. 

Comparison of exports during the two 
periods may be seen in the accompany- 
ing table. It will be noted that in the 
case of the neutral markets adjacent to 
Germany the percentage of increase was 
nearly three times as great in 1914-15 
as in 1939-40, despite the fact that we 
had only four neutrals to consider in the 
earlier period, as against five in the re- 
cent calculation. 

Our relative increase in exports to 
France has this time been nearly three 
times as great as in the first seven 


UNITED STATES Exports 








August 1914 to February 1915 Inclusive 





September 1939 to March 1940 inclumve 








Increase over | Per cent Increase over | Per cent 
Value Same Months of Value Same Montha of 
in 1913-14 Increase in 1938-39 Increase 
To Norway, Sweden, 
Denmark and 
Netherlands 190,556,217/$101,419,523) 114 


To Norway, Sweden, 
Denmark, Nether- 
lands, and Belgium 

To France 

To United Kingdom 





178,250,539 
502,713,210 








63,021,111 
94,418,811 


$228,919,5671$ 68,441,780] 42 
55 196,252,411] 113,975,493} 139 
23 389,468,912} 77,697,035) 25 





118 


months of the World War while our 
increase to the United Kingdom is about 
the same percentage as in 1914-15. 
However, in dollars the gains are a little 
less spectacular. Nevertheless, in view 
of the more straitened circumstances of 
the Allies as regards foreign exchange, 
the increases in terms of dollars are 
remarkable, 

Because of newspaper emphasis, the 
amount of our total exports zo the Allies 
which represent aircraft or other muni- 
tions has been greatly exaggerated. In 
the first three months of 1940 only 567 
airplanes were exported by us to all 
countries; in the month of April only 23 
to the United Kingdom and 167 to 
France. 

Our market for farm vroducts in 
Great Britain has been severely re- 
stricted since the outbreak of the war, 
while great gains have been made by 
several classes of manufactured goods. 
The National Foreign Trade Council, in 
a study of the effect on our exports to 
the United Kingdom in the first six 
months of the war, showed that exports 
of flashlight batteries had increased 30,- 
671 per cent; metal-working machinery 
221 per cent; aluminum ingots and al- 
loys 7,574 per cent; lubricating oil 58 
per cent; steel ingots, blcoms, billets, 
and so forth 86 per cent; and raw cot- 
ton 93 per cent. But wheat exports fell 
off 90 per cent; fresh oranges 98 per 
cent; apples 71 per cent; furs 40 per 
cent; lard 37 per cent; and passenger 
cars 99 per cent. 

Part of the loss of our farm-product 
market may be traced to the greater 
degree of Empire trading which has 
been built up during the past ten years, 
partly due to the repercussions of the 
Hawley-Smoot tariff and to the shortage 
of dollar exchange. In 1913, United 
Kingdom imports from the Empire were 
25 per cent of total imports. In 1938 
the corresponding figure was 40 pe 
cent. è 
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EXCHANGE CONTROL AND IMPORT 
LICENSES 


Exchange control and the entire sys- 
tem of import licenses played little part 
in the early months of the World War. 
As against this, they are vital factors in 
the present war. Moreover, such con- 
trol and license systems apply not only 
to France and the United Kingdom 
themselves, but are in force throughout 
the French and British Empires, includ- 
ing the self-governing British Domin- 
ions, despite the fact that the latter 
have complete control over their tariff 
and import legislation. We must face 
the fact that the Allied need for the con- 
trol over foreign exchange is far more 
urgent than in the previous war. 

When war broke out in 1914, the 
United States was a debtor nation. 
France and the United Kingdom had 
huge investments in this country, which 
were easily mobilized under expert 
banking guidance to hold up the value 
of the pound and the franc. In 1914 
the United States had no such near- 
monopoly on gold as is the case today, 
with over 70 per cent of the world’s 
monetary gold supply in this country. 
In seven years of war and postwar re- 
construction beginning with 1914, our 
excess of exports over imports was 
equivalent to what it would have been 
in forty years at the prewar rate. For- 
eign loans, the first of which—$500,- 
000,000—occurred in October 1915, and 
exports of gold and securities, offset the 
drain on the Allies to such an extent 
that the pound and the franc held their 
own through those epochal years. 

Because of the changed situation as 
regards dollar exchange, the Allies took 
measures, beginning in September 1939, 
which were unprecedented as far as the 
British and the French were concerned. 
A united economic front and pooling of 
resources of the two Empires was estab- 
lished. France and French colonies re- 
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fused import licenses for American 
goods whenever these goods could be 
bought from Frar.ce or the British Em- 
pire. The British self-governing domin- 
ions exercised a sharp control over im- 
ports from non-British countries, and 
import licenses for many American 
products were harder to secure in Aus- 
tralia and New Zealand than in Great 
Britain itself. 

Nevertheless, our exports to Australia 
and New Zealand increased, because 
certain lines were essential. American 
exports to Australia in the seven months 
ended March 1940 were 44 per cent 
greater than in the same period a year 
earlier. To New Zealand they were 40 
per cent greater. The Union of South 
Africa, on the other hand, adopted an 
extremely liberal policy toward Ameri- 
can exports, yet our exports there gained 
in the seven-months period only 2 per 
cent. Canada also adopted a liberal at- 
titude toward American exports, and 
our sales in the seven-months period in- 
creased 49 per cent. As regards India, 
no special import controls on ordinary 
merchandise were put into effect until 
after the shock of the invasion of the 
Low Countries and the retreat of the 
British Expeditionary Force, when some 
seventy articles were placed under rigid 
import control. 


CHEAPENING OF THE POUND 


Perhaps the most startling and dis- 
turbing feature of the British attempt 
to conserve exchanze was the establish- 
ment of a double standard for the 
pound. The official, or “controlled,” 
pound has been pegged at $4.02, while 
the “free” pound has slid down to little 
better than $3.00 and fluctuates daily, 
and even hourly. Furthermore, the 
British require tha: certain British ex- 
ports, such as rubber, furs, jute, tin, and 
whisky, must be paid for at the “con- 
trolled” rate or in certain specified de- 
sirable currencies—the United States 
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dollar included. This requirement was 
obviously planned to provide the Brit- 
ish with the largest possible volume of 
dollar exchange with which to purchase 
American aircraft, machine tools, and 
other armament requirements. 

There is an uneasy feeling among 
some Americans that the British have 
been inclined in recent years and since 
September 3, 1939 to cheapen the pound 
in order to facilitate their exports. But 
it should be remembered that Great 
Britain’s interests in foreign trade are 
not merely in merchandise exports. 
She has five major sources of foreign 
income: merchandise exports, shipping 
revenues, insurance premiums, banking 
charges, and returns on her still huge 
investments abroad, including large in- 
vestments made in countries cutside the 
Empire. 

Now, it will be noted that whatever 
increased export trade may be secured 
by a cheaper pound is offset by less 
revenue in terms of purchasing power 
from her other four sources of foreign 
income. Great Britain has been nor- 
mally importing twice as much mer- 
chandise in value as she exported. 
Thus a cheap pound means that in mer- 
chandise she loses twice as much as she 
gains. But in the other directions she 
loses five ways. Her shipping revenue, 
interest and dividends, insurance pre- 
miums and banking fees—her receipts 
from abroad—provide less foreign ex- 
change with which to import her re- 
quirements, and during the war, any de- 
liberate cheapening of the pound would 
make her pay more and more for less 
and less goods. 

Before the outbreak of the present 
war, 70 per cent of Great Britain’s ex- 
cess of imports over exports was offset 
by .shipping revenues alone. Times 
have, of course, changed, and Great 
Britain has been forced to face lessening 
returns on shipping and investments, if 
not also on banking and insurance. The 
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Economist, of London, uncer date of 
April 6, 1940, said: 


The objects of exchange control and of 
foreign exchange policy in gereral in war- 
time are sufficiently obvious The first 
canon of policy is to husband our reserves 
of gold, foreign exchange and marketable 
foreign securities and ensure that they are 
not drawn upon for any purpose that is 
not deemed necessary for the national in- 
terest. 

The second canon is to see that our ex- 
ports earn as much foreign currency, while 
our imports cost as little foreign currency, 
as possible—in the technical phrase to 
make the terms of trade as favorable to 
us as possible For this reason it is our 
interest in wartime to keep the value of 
our currency as high as possible, so that 
we can buy cheap and sell dear... . 

The transactions in the “free” market 
are... between foreigners only. The rate 
of exchange that prevails in it is fixed by 
demand and supply, and, in spite of ru- 
mours to the contrary, the British authori- 
ties have not intervened in it in any way. 


EFFECTS OF NEUTRALITY ACT 


The effect of the Neutrality Act on 
our trade with the Allies has been little, 
as far as the statistics show. The im- 
portance of the act was greatly exag- 
gerated. Its chief influence was on 
shipping rather than on trading, and 
American steamship owners diverted 
their ships to other routes, substituted 
foreign flag ships for American, and in- 
creased their earnings over the same 
period of 1939. 

The so-called “cash and carry” pro- 
visions are somewhat misunderstood. 
Under the law, American exporters are 
still permitted to extend credit, if they 
desire, to their customers, other than 
governments, in the belligerent coun- 
tries. What they must do, however, is 
to do so virtually on oper account, by 
signing away all right and title to the 
property before the merchandise leaves 
the United States. 
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The efforts of the United Kingdom 
and France to increase their exports in 
order to conserve their foreign exchange 
resources have resulted in what amount 
to barter deals with neutrals. Thus, 
pounds for British purchases from cer- 
tain South American countries, for ex- 
ample, are made available only for pur- 
chases of British goods. Since the 
invasion of the Low Countries and the 
increased burden on British manufac- 
turers, this policy may have to be modi- 
fied. 

As it is, our export trade with neu- 
trals has increased very greatly—to a 
far greater extent, as a matter of fact, 
than in 1914-15. Thus, in the first 
three months of 1940 our total exports 
increased by $369,000,000, or 57 per 
cent. Exports to South America in- 
creased 74 per cent; to Asia 39 per cent. 
Even to Argentina, where tying up of 
exchange in British favor was particu- 
larly conspicuous, our exports increased 
150 per cent. 


May 1940 Exports 


As the European tragedy threw its 
shadow over a greater and greater ex- 
panse of territory, our exports continued 
on a really astonishing scale. 

Thus in the month of May, when we 
were virtually completely cut off from 
Norway and Denmark, and for three 
weeks from the Netherlands and Bel- 
gium as well, the number of cars un- 
loaded for lighterage at the port of New 
York, 87 per cent of which represented 
exports, ran to 853 cars daily. This is 
an actual increase of 74 per day over 
April, and is the highest figure since the 
Association of American Railroads set 
up the office of Manager of Port Traffic 
last November. Export freight, other 
than grain, increased in Atlantic and 
Gulf ports by 50 per cent over May 
1939. The gain at Philadelphia was 32 
per cent; Baltimore 79 per cent; and 
New Orleans 42 per cent. 
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May exports to Norway were only 
$11,000 as against $2,314,000 a year 
ago; to Denmark only $24,000 as 
against $1,358,000. That is what the 
German occupation did to our trade. 
But exports to Switzerland jumped 270 
per cent, and to Finland 175 per cent; 
and, surprisingly enough, exports to 
Sweden were 91 per cent as great as in 
May 1939. 

Exports to Belgium in May were off 
70 per cent; to the Netherlands 83 per 
cent; and to Soviet Russia 87 per cent. 

In May 494 vessels cleared from the 
port of New York, of which 201 were 
American, 79 British, 76 Norwegian, 25 
Netherland, 23 Panamanian, 21 Italian, 
13 Japanese, 9 Swedish, and only 5 
French. 

Total May exports other than air- 
craft were valued at $316,874,000 as 
against $246,119,000 in May 1939, an 
increase of 28 per cent. Eliminating 
entirely shipments to France and the 
United Kingdom, total exports showed 
an increase of 16 per cent. Exports to 
South America were up 80 per cent; 
to southern North America, including 
Cuba and Mexico, 21 per cent; to Asia 
4 per cent; to Oceania 14 per cent; and 
to Africa 42 per cent. 

In view of the dire necessity, May 
exports of aircraft were amazingly small 
—only $21,000,000, as against $10,- 
000,000 in May 1939. They repre- 
sented less than 7 per cent of our total 
exports. 


ITALIAN INTERVENTION 


June witnessed the entry of Italy into 
the war and the extension of the war 
to almost the entire Mediterranean 
zone. This further curtailed American 
foreign trade. In the first three months 
of 1940, exports to Italy alone repre- 
sented 2.6 per cent of our total exports. 
Italy was our ninth largest export mar- 
ket, almost as valuable to us as the 
Philippines. 
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With the entry oi Italy, following the 
collapse of western European conti- 
nental countries before the Nazi on- 
slaught, over 60 per cent of our export 
markets (that percentage being based 
not on 1939 but on the first quarter of 
1940) were involved in the European 
war. But those markets blockaded in 
June by the British because of German 
invasion represented only a little over 
20 per cent of our first-quarter markets. 

Thus by June our foreign trade was 
sharply restricted to the British Empire, 
Soviet Russia, and neutrals fortunate 
enough to keep out of the European 
conflict. Yet in the face of that sharp 
contraction of territory, our near-mo- 
nopoly of trade with all open markets 
kept both our exports and our imports 
at surprisingly high levels. 


PUBLIC OPINION VERSUS FACTS 


There is a wide discrepancy between 
popular discussion and conception of 
our foreign trade during this tragic pe- 
riod and what has actually taken place. 
The working exporter has been faced 
with a series of almost unprecedented 
problems with regard to credits, ship- 
ping, and many other details. He has 
no illusions as to the difficulty of doing 
export business during such an abnor- 
mal period. Thus, the conception in 
certain minds of an export boom in 
which orders are automatically secured 
is very different from the actual situa- 
tion, which requires the utmost atten- 
tion to detail, the utmost vigilance, and 
a constant shifting of policies and meth- 
ods. Nevertheless, the export business 
has flourished during that period. 

‘ On the other hand, the idea in certain 
quarters far away from export that the 
dislocations brought about by the war 
make export trade all but impossible are 
equally false. There is an equally great 
discrepancy between the viewing with 
alarm by many newspaper commenta- 
tors and the steady plodding of export 
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men facing each daily task as it comes 
up. 
The figures for the second quarter of 
1940 will not be so favorable as those 
for the first quarter, but they will be 
much more favorable than many out- 
siders imagine. The figures for June 
are not yet available, but those for April 
and May show that exports in those 
two months were 31 per cent ahead of 
the same period of 1939 and imports 
were 9 per cent ahead, and it should be 
reiterated that so far the volume of the 
exports represented by aircraft or other 
munitions has been extremely small. 


FIRST-QUARTER FIGURES 


During the first quarter of the year, 
exports to nine-tenths of our fifty lead- 
ing markets exceeded those for the low 
first quarter of 1939, as recently tabu- 
lated by the Foreign Commerce Depart- 
ment of the Chamber sf Commerce of 
the United States. In that period our 
exports to France increased 251 per 
cent, but exports to the British Empire 
represented about the same proportion 
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of our total exports as they did in the 
same period of 1939—nearly 40 per 
cent. 

In the first quarter of this year our 
exports to the world showed an increase 
of 52.8 per cent over the same period 
in 1939. The gain to Europe was 66.7 
per cent; to North America it was 42.1 
per cent; to Asia 27 per cent; to South 
America 74.4 per cent; to Africa 20 per 
cent; and to Oceania 76.2 per cent. 

As regards imports, more than two- 
thirds of our leading imports by value 
in the first quarter of 1940 were larger 
than for the first quarter in 1939; and 
measured by quantity, 50 out of 78 
chief imports were larger than a year 
earlier. Imports from Europe fell off 
18.9 per cent and from Oceania 6.3 per 
cent, but total imports increased 23 per 
cent. This total increase was due to an 
increase in the case of Asia of 56.5 per 
cent; North America 22.3 per cent; 
South America 36.1 per cent; and Af- 
rica 53.9 per cent. 

In the case of many commodities, our 
imports exceeded the previous five-year 
average by large percentages. 
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American Trade and Japanese Aggression 


By T. A. Brisson 
Written May 15, 1940 


OBER, factual analysis of American 
trade relations with Japan since 
1937 leads to even more disturbing con- 
clusions than are usually entertained on 
this important issue. Many Americans 
are uneasily aware that the United 
States has been the main supplier of 
Japan’s imports of war materials for 
these three years, a period in which the 
destructive Japanese assault on China 
has been relentlessly pursued. A much 
smaller number cf Americans realize 
that the United States has also been the 
principal market for Japanese goods, 
supplying an overwhelmingly larger 
share of Japan’s foreign exchange than 
any other country outside the yen bloc. 
Very few Americans, finally, are con- 
scious of the charging composition of 
Japanese-American trade, and of the 
significance of this phenomenon in rela- 
tion to Japan’s industrial structure. 
These three factors are essential to a 
rounded treatment, even if only in sum- 
mary form, of the current status of Jap- 
anese-American trade. A balanced pic- 
ture cannot be cbtained unless the 
United States is constantly regarded 
both as the prime source of Japan’s im- 
ports and the largest external (non-yen 
bloc) market for Japanese goods. The 
dynamic factor is added by considera- 
tion of the new forms, and the special 
direction, being taken by this trade, 
which supply indications as to trends 
for the future. In this article I have 
made a special effort to marshal the rel- 
evant factual data in outline and tabu- 
lar form. I have necessarily interpreted 
this material in the light of my own 
judgments, but trust that the data of- 
fered will enable readers to reach their 
independent conclusions. On the ex- 
port side, in particular, I have drawn 


heavily on the bulletins issued by Dr. 
Hu Tun-yuan, of the Chinese Council 
for Economic Research, whose accurate 
and painstaking analyses of Japanese- 
American trade statistics deserve wider 
circulation and much greater recogni- 
tion than they have thus far achieved. 


THE AMERICAN RESPONSIBILITY 


What commodities, essential to the 
prosecution of war, has the outside 
world been selling to Japan? What 
share in this export trade has been 
taken by the United States? Table 1 
supplies answers to these questions for 
the 1937-38 period.* 

The over-all figures and percentages 
on the first line of the table clearly re- 
flect the American position. Both in 
1937 and in 1938 the United States sup- 
plied rather more than half Japan’s im- 
ports of war materials. Toward the end 
of 1939 the European war restricted 
Japan’s alternative sources of supply, 
thus increasing the relative importance 
of the American market for Japan. In 
1940 this dependence has undoubtedly 
become even greater. 

Equally significant is the high corre- 
lation between Japan’s prime import 
necessities and the rank taken by the 
United States in their supply. Japan’s 
seven leading war imoorts are petroleum 
and products, machinery, scrap iron, 
copper, aircraft, semimanufactures of 
iron and steel, and automobiles. For 
1937-38 the United States furnished 
these seven commodities in amounts 


1 Source: Adapted from Hu Tun-yuan, Sta- 
tistecal Excerpts from Japan’s Problem of 
Procurement of Strategic War Materials, 
Washington, D. C.: The Chinese Council for 
Economic Research, Bull. No 15, May 1939, 
Tables 1(a) and 6 (no pagination). 
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ranging from 54 to 95 per cent. Ex- 
ports of American aircraft to Japan 
were reduced to small quantities in 1939 
as a result of the “moral embargo,” but 
the United States has retained its lead- 
ing position in the other six commodi- 
ties. The European war, moreover, has 
thwarted Japan’s efforts to increase im- 
ports of machinery and other goods 


progress in 1938-39. 
It is impossible to 


facts. For nearly 


from Germany which had made some 


evade the conclu- 


sion which flows directly from these 


three years the 


United States has garnered the profits 
from war trade with an aggressor, even 
while it was condemning that aggressor 
for violation of mutually shared treaty 


TABLE 1—Unrrep States SHARE IN WORLD EXPORTS TO JAPAN, 


ESSENTIAL For WAR PURPOSES 
(Value in U. S. Dollars) 









































































1937 1938 
Commodity World Exports U.S Share World Exports U.S Share 
Value | cent = 
Total 317,209,688) 100,00|173,009,621)| 54.54|306,393,950| 100.00] 171,574,167| 56.00 
Petroleum and 
Products 4 71,598,824} 22.57] 44,900,486] 62.71) 81,034,885) 26.45} 53,135,672] 65.57 
Metal-working 
machinery ¢ 17,578,766 5.5 24,454,707] 67.09 
Scrap or old iron 
and steel 44,752,546 7.97| 22,061,212] 90.39 
Copper 20,184,773 7.96] 22,163,778] 90.89 
Aircraft and parts’) 3,538,757 2,483,946 17,454,477] 76.92 
Other iron and 
steel semimanu- 
factures 49,218,217 32,676,320 6.84) 11,251,804) 53.65 
Automobiles, 
parts, and ac- 
cessories ° 16,456,03 92.41) 18,635,299} 6.08] 12,050,536) 64.67 
Rubber 28,678,611 0.60) 14,864,069] 4.85 249,792) 1.68 
Aluminum 4,808,810 5.82! 13,095,231] 4.27 476,345} 3.63 
Hides and skins 12,832,586 2.58) 2,652,482} 33.50 
Nickel 5,740,697 2.16 157,317| 238 
Lead 7,708, 19€ 1.51] 2,100,054) 45.52 
Ferroalloys 1,717,714 2,331,979) 82.71 


Zinc 

Internal combus- 
tion engines * 

Arms and ammu- 
nition 2,626,918 

Leather 2,562,460 





Metals and alloys, 

not elsewhere 

specified 158,406 94,852) 59.88 321,711 
All others ¢ 20,940,075 None] 21,882,960 


* Including shipments to Manchuria; excluding kerosene. 

è Including shipments to Manchuria; U. S. A. figure for 1938 includes shipments to 
Shanghai. 

° Including ores, tin, antimony, mercury, mica, and asbestos. 













26,768; 0.96 
542,637 32.71 
100,365] 14 42 
44,676) 8.46 


319,566] 99.33 
None 
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TABLE 2—CLASSIFICATION OF UNITED STATES Exports TO JAPAN 
(In 1,000 dollars) 














January to November 





1937 


| 1938 1939 

















Value Per cent Value Per cent Value Fer cent 
Total 271,948 100.0 211,093 100.0 203,719 100.0 
War materials 157,041 57.8 142,235 67.4 142,230 69.8 
Raw cotton 59,876 22.0 47,179 22.3 35,852 17.6 
Others 55,031 20.2 21,679 10.3 25,637 12.6 











obligations. Throughout this period it 
has been the overwhelmingly greatest 
supplier of Japan, with the next largest 
proportion (roughly 30 per cent) being 
furnished by the British, French, and 
Dutch empires combined. The United 
States must therefore assume the major 
share of responsibility for arming Japan 
in the latter’s assault on China. 


EMERGENCY VERSUS NORMAL EXPORTS 


In the nature of things, war exports 
are an impermanent and—in the long 
run—often a costly phenomenon. This 
conclusion is particularly applicable to 
the current status cf Japanese-American 
trade. It was inevitable that Japan, 
hard pressed for foreign exchange, 
should curtail its normal imports in fa- 
vor of commodities urgently required 
for the prosecution of war. Legislation 
restricting imports of “nonessentials” 
became effective during the early 
months of the campaign in China. The 
results are shown in Tables 2 and 3, 
which illustrate the trends in our ex- 
port trade with Japan since 1937.? 

The broad significance of the per- 
centages in Table 2 is obvious. War 

2Source: Hu Tun-yuan, Bull. No. 17, Jan. 
31, 1940, pp. 2-3, The Chinese Council for 
Economic Research, Washington, D. C. These 
figures run somewhat smaller than those in 
Table 1, both because they cover only eleven 
months and because they do not include 
American exports to Manchuria. 


materials accounted for 57.8 per cent of 
total American exports to Japan in 
1937, but rose to 69.8 per cent in 1939. 
In the same period exports of raw cot- 
ton declined by nearly 5 per cent of the 
total, and other peacetime exports by 
nearly 10 per cent. But 1937, the base 
year for these calculations, was already 
an abnormal wartime year. When the 
comparison is carried back to the era 
preceding 1937, the change becomes 
even more marked. 

The contrast is especially notable for 
raw cotton. On a five-year average, 
1932-36, Japan consumed annually 
1,921,000 bales of American cotton. In 
1936 it took 1,641,000 bales. Then the 
sharp drop began. In the three years 
1937, 1938, and 1939, Japan purchased 
respectively 1,169,000 bales, 899,000 
bales, and 795,000 bales.? Marked de- 
clines have also occurred in other peace- 
time American exports to Japan, nota- 
bly leaf tobacco, timber, and wood pulp. 

In the case of raw cotton the prob- 
lem is further complicated and rendered 
even more ironic, by the fact that one 
of Japan’s major war aims is the devel- 
opment of a large cotton-growing acre- 
age in China. It has made some prog- 
ress in this direction. On an annual 
average from 1932 to 1936, Japan im- 
ported 128,000 bales of cotton from 
China; in 1938 it secured 396,000 bales, 

3 Commerce Reports, U. S. Department of 
Commerce, May 4, 1940, p. 415. 
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TABLE 3—ITEMS IN UNITED STATES Exports To JAPAN ESSENTIAL FOR WAR Purposes 
(In U. S. Dollars) 














January to November 














Commodity 1937 1938 1939 
Value Value Per cent Value Per cent 
Total 1 157,041,211 |100.00 | 142,234,532 |100.00 | 142,230,256 |100 00 
Petroleum & Products 38,583,787 | 2456] 45,424,529 | 31.93] 43,022,227 | 30.26 
Iron & steel scrap 39,189,406 | 24.95] 19,337,485 | 13.60 | 30,032,412 | 21 12 
Copper 18,132,255 | 11.55! 17,914,999! 12.59] 24,156,986! 16.98 
Metal-working machinery 9,120,839! 5.80) 21,669,836} 15.23} 22,449,295 | 15.78 
Automobiles, parts & acces- 
gories 13,333,641] 849) 9,141,149] 6.43 6,249,269] 4,39 
Ferroalloys 1,232,918! 0.79] 2,270,216] 160| 5,575,275| 3.92 
Iron & steel semimanufactures | 31,014,071} 19.75] 10,615,534] 746 2,874,685 | 2.02 
Aircraft & parts 2,050,544) 1.31} 10,170,231) 715 2,403,240} 1.69 
Lead 604,540} 0.38 1,819,267; 128 2,153,962} 1.51 
Hides & skins 2,414,918] 154 2,487,273 | 1.75 1,663,510] 1.17 
Scrap rubber 171,362] 0.11 212,698] 0.15 729,334] 051 
Aluminum 249,991} 0.16 317,697 | 0.22 454,550 | 032 
Interna! combustion engines 328,759| 0.21 293,510} 0.21 352,379} 0.25 
Nickel 186,217} 0,12 135,460} 0.10 53,068} 0.04 
Nonferrous metals, not else- 
where specified 75,771 | 0.05 308,007 | 0.22 47,062] 0.03 
Leather 262,927) 0.17 15,826; 0.01 12,445] 0.01 
Zinc 49,846 | 0.03 26,768 | 0.02 525| ¢ 
Arms & ammunition 39,419} 0.03 74,047 | 0.05 32; © 








a Less than 0.01 per cent of total. 


while in 1939 it obtained 299,000 bales. 
The decline last year is an indication of 
difficulties which are being encountered; 
yet if Chinese resistance were overcome, 
it is certain that progress would become 
much more rapid. Thus, the current 
sale of American war materials to Ja- 
pan, by assisting the latter to establish 
its control in China, is creating a situ- 
ation which may permanently eliminate 
the Japanese market for American cot- 
ton growers. 

Examination of Table 3, which lists 
the specific items in our war trade with 
Japan, leads to conclusions which are 
similarly disquieting. The sale of 
metal-working machinery z0 Japan has 
steadily increased. American machine 
tools are helping to equip Japan’s heavy 
industries and armament industries, 
which are being continuously expanded 


even while Japan is prosecuting the war 
in China. In 1938 the United States 
supplied 67 per cent of Japan’s total 
imports of metal-working machinery.‘ 
On the other hand, Japan’s imports of 
semimanufactured metal products and 
of automobiles are substantially declin- 
ing—an indication of the increasing suc- 
cess of the development of its heavy in- 
dustries. 

Under different conditions, this evi- 
dence of Japanese industrial progress 
might well be greeted with favor. In 
the existing circumstances, however, the 
building of an efficient heavy industry 
in Japan brings serious consequences in 


4Cf. Table 1. Germany supplied 27 per 
cent in 1938, but this source of supply for 
Japan is now eliminated, and Japan’s de- 
pendence on the United States for machine 
tools has thereby been enhanced. 
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its train. It strengthens Japan’s mili- 
tary machine, and thus increases the 
chances of Japanese success in China. 
If success should be achieved, Japan 
would be more able to undertake a 
singlehanded development of its con- 
quest. Finally, the United States is 
laying out vast sums on naval construc- 
tion in order to check a potential enemy 
which is building up its armaments with 
extensive supplies of American equip- 
ment. The anomaly of this situation 
was partly recognized, but only in part, 
by the extension of the “moral em- 
bargo” early in 1940 to include Ameri- 
can equipment, plans, and personnel be- 
ing utilized by Japan in the building of 
petroleum-cracking plants for the pro- 
duction of high-test aviation gasoline. 


SUPPLYING JAPAN’S FOREIGN 
EXCHANGE 


The United States has not only fur- 
nished Japan with essential commodi- 
ties for both the munitions and export 
industries. It has also constituted the 
largest individual market for Japanese 
goods outside the yen bloc. And since 
the yen bloc (Manchuria, occupied 
China, and the Jepanese colonies) sup- 
plies very little foreign exchange,’ the 
United States is the critical export mar- 
ket for Japan. In 1939 Japan sold 
goods valued at 642,000,000 yen to the 
United States; in contrast, the next 
largest external market, British India, 
accounted for only 211,000,000, while 
the Netherland Indies took but 138,- 
000,000.° 

The prominence of raw silk in this 
trade is well illustrated by Table 4.7 


5 The yen bloc takes a heavy excess of im- 
ports from Japan preper, but shows virtually 
no credit balance in trade with third countries. 

8 Monthly Return of the Foreign Trade of 
Japan (Tokyo: Department of Finance), Dec. 
1939, p. 8. 

T Source: “Trade of the United States with 
Japan, China, Hong Kong and Kwantung, for 
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TABLE 4—PrincipaL UNITED STATES 
IMPORTS FROM JAPAN 
(In 1,090 dollars) 




















Commodity | 1937 | 1938 | 1939 
Total 204,201|126,762|161,196 

Rav silk 99,573] &3,651/106,936 
Crabmeat, sauce and 

paste 2,909} 2,213| 3,765 
Tea 3,725| 2,054] 3,304 
Cot:on cloth, 

bleached 4,274; 1,309) 2,779 
China and porcelain 

ware 3,351) 1,859) 2,072 
Silk fabrics 3,402) 2,788] 1,989 
Pyrethrum flowers 1,995} 1,781] 1,628 
Tuna fish, canned 1,913 960} 1,314 
Hats, bonnets, and 7 

hcods 1,491) 975) 1,199 
Hat braids 1,439] 1,254) 1,118 
Others 80,129] 27,918] 35,092 


In a list of Japan’s ten principal exports 
to the United States, the leading item— 
raw silk—dwarfs the other nine. The 
relative importance of raw silk in 1939 
was further exaggerated by the high 
prices which prevailed and from which 
Japan reaped an extraordinary profit. 
For $23,000,000 more, the American 
manufacturers actually received in 1939 
a much smaller volume of raw silk, i.e., 
44,600,000 pounds as against 51,300,- 
000 n 1938. 

The severity with which Japan— 
driven by its need for foreign exchange 
—sqieezed the American silk buyers 
last zear undoubtedly hastened the ap- 
pearence of “nylon,” the synthetic sub- 
stitute for raw silk. It will be some 
years before nylon is produced in quan- 
tity, aowever, and meanwhile Japan will 
have succeeded or failed in its attempted 
conquest of China. The possibility that 
natural silk may be superseded by a 
synthetic product fcrms an interesting 
paralel to Japan’s efforts to carve out 
a cotton-growing area in China. For 
the year 1939” (Washington, D. C: Com- 


merce Department), Fek. 21, 1940, p. 5; same 
for 1938, dated Feb. 21 1939, p. 5, 
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more than a generation the Japanese- 
American trade relation has rested basi- 
cally on an exchange of raw cotton for 
raw silk. War and the marck of inven- 
tion may abolish even this seemingly 
permanent characteristic of transpacific 
trade. 

In the composite statemen: of Table 
5,8 the full importance to Japan of its 
trade with the United States is indi- 


TABLE 5—Composrre UNITEL States— 
Japan TRADE 
(In 1,000 dollars) 














U.S. U.S. Gold Silver 

Year rts | Imports | Purchases 
to Japan |from Japan} by U. 5. | by U.S 
1937 | 288,558 | 204,201 | 246,470 | 1,273 
1938 | 239,575 | 126,820 | 168,740 | 2,929 
1939 | 231,405 | 161,196 | 165,606 | 4,234 
Totals| 759,538 | 492,217 | 580,816 | 8,436 


cated. During the three war years, 
Japan has imported American goods 
valued at approximately $810,000,000 
(including some $50,000,000 not shown 
in the table). Of this total, roughly 
half a billion dollars was in imports of 
goods essential to the prosecution of 
war. In these three years, by its pur- 
chases of Japanese goods, the United 
States has also supplied Japan with for- 
eign exchange aggregating $492,000,000. 
Finally, the Treasury policy of purchas- 
ing unlimited amounts of gold at a fixed 
price has also enabled Japan to dispose 
of its gold reserves conveniently in this 
country, although the gold could in any 
case have been sold on the London mar- 
ket. The United States nas drained 
Japan of its gold, but the latter has ob- 
tained the vitally necessary goods with 
which to carry on the war in China and 
expand its heavy industry. 


8 Source: Hu Tun-yuan, Bull No. 17, cited, 
Appendix C; also “Trade of the United States 
with Japan, China, Hong Kong and Kwan- 
tung, for the year 1939,” cited, pp. 4—5. 
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THE AMERICAN ROLE 


To any candid observer, the part 
played by the United States in the Far 
Eastern situation can hardly form the 
subject of dispute. American trade 
with Japan, by reason of its size and 
importance, cannot be shrugged off as 
a side issue. The scope of the United 
States commercial relationship with Ja- 
pan, both on the export and the import 
side, makes this country a partner in 
Japanese aggression. This inescapable 
fact also serves to emphasize the extra- 
ordinary economic power which the 
United States, if it so desires, can bring 
to bear on the Sino-Japanese conflict. 
A unilateral American embargo would 
cripple Japan’s ability to prosecute the 
destructive campaign waged in China, 
especially in view of the obstacles to 
alternative supply created by the Euro- 
pean conflict. 

A movement to enlist much more 
open and avowed American support 
against aggression in Europe is develop- 
ing in the United States. Before we go 
further along this line, it would be ad- 
visable to stop for a moment to consider 
our record in the Far East. For nearly 
three years Japan has been engaged in 
an aggressive and destructive assault on 
China—with the overwhelming material 
support of the United States. It might 
be well to withdraw that aid to Jap- 
anese aggression before the call to halt 
German aggression is heeded. By what 
token does the Netherlands, Belgium, or 
Norway appeal with better grace than 
China? Under the Nine-Power Treaty, 
at least, we have moral commitments 
which specifically refer to China. 

The Japanese-American trade treaty, 
which supposedly barred action on this 
issue, has lapsed. Yet normal trade re- 
lations with Japan are still continuing. 
Up to May 15, 1940, the date of writ- 
ing, the State Department had still re- 
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fused to seek Congressional authority 
for an embargo, even on a discretionary 
basis. The American Government al- 
ready possesses the requisite authority 
to impose restrictions on Japanese im- 


ports. Yet no tonnage dues, counter- 
vailing duties, or tariff changes had been 
made effective by the middle of May 
19-0. The watchword in the Far East 
stil! seemed to be ‘‘business as usual.” 


Mr. T. A. Bisson is specialist in Far Eastern affairs 
for the Foreign Policy Assoctation, New York City. 
He lived in China from 1924 to 1928, part of the time 
as instructor in English at Verching University, and 

0 as co-editor of the China Outlook. In 1937 he 
traveled through Japan, Manckuria, and China on a 
fellowship from the RockefeHer Foundation. His 
studies during that year are the basis of his book “Ja- 
pan in China” (1938). He is clso author of “Ameri- 
cam Policy in the Far East: 1931-1940” (1940) and 
of numerous reports for the Foreign Policy Associa- 
tion, of which the latest is “Sho.udown in the Orient.” 


Future of the China Trade 


By Wurm W. Locxwoop 
Written June 19, 1940 


ITH half the world at war, the 

future of American trede with 
China, as with most areas of the world, 
is shrouded in uncertainty. The fabu- 
lous hopes and predictions of a genera- 
tion ago regarding economic opportuni- 
ties in the new El Dorado of the Far 
East may bring a touch of nostalgia, but 
they have little relevance in tke Pacific 
situation of today. In 1940 China en- 
ters the fourth year of bitter resistance 
to Japanese invasion; Europe staggers 
under a German Blitzkrieg which may 
redraw the map of the world; and the 
United States faces decisions of the 
most critical character as to how she 
will define and defend her basic politi- 
cal and economic interests. 

Under present circumstances, then, 
what can one say that might offer a 
guide to the future of American eco- 
nomic relations with the Far East and 
especially with China? The question 
involves not merely the resources of 
China and the enterprise of American 
industry, but more immediately such 
factors as the future of tke British 
Navy, the balance of political forces in 
the Japanese Cabinet, the plans of the 
Kremlin, the potentialities and implica- 
tions for the United States of hemi- 
spheric defense, and so on. Looking 
back, it is easy to simplify the past; 
but the present offers singularly few 
fixed points upon which to take one’s 
bearings for the course immediately 
ahead. 


As EUROPE AFFECTS It 


At the moment of writing, the war in 
Europe casts its long shadow over the 
Pacific. If the Allies in some way 
escape crushing defeat, one may still 
conceive of an eventual multilateral set- 
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tlement in the Far East along somewhat 
familiar lines. The problem for the 
United States in the Pacific then be- 
comes one of defining the extent and 
the character of the role she will play 
in such joint efforts to stabilize and re- 
construct this war-exhausted area; and 
the use made of her preponderant eco- 
nomic resources in this connection will 
have much to do with the outcome. 

If Hitler controls Europe, however, 
and launches a fresh interregional strug- 
gle for power with all of its resources at 
his command, a totally new situation 
appears. America must then decide 
how best to defend herself in the West- 
ern Hemisphere and what relationship 
with the overseas parts of the British 
Empire, especially the Pacific Domin- 
ions, might bolster such security. In 
this case there naturally arises the ques- 
tion in what way China, Japan, and 
Malaysia can be related to the new 
grouping of world forces likely to 
emerge; for in any such strategy it will 
be difficult to overlook the Far East, 
not only for reasons of possible danger 
from that quarter but also because of 
elements of economic and military 
strength which it might contribute to 
some new security alignment. 

On either assumption, then, the prob- 
lem of economic relations with the Far 
East remains, though no one can fore- 
tell how it will be met. At the moment, 
it centers around the means to a way 
out of the impasse in China created by 
the failure of the Japanese Army to win 
a victory. Associated with this is the 
much-discussed danger of Japan’s cast- 
ing her lot with Germany and Italy in 
a drive southward towards the Indies. 
But beyond this is the whole question 
of farsighted trade and investment pol- 
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icy as related to the needs of the Ameri- 
can economy, the political and' economic 
evolution of the Far East, and the broad 
objectives of American foreign policy. 

The purpose of this article is to single 
out for particular consideration the eco- 
nomic relations of the United States 
with China. In a very real sense, China 
is the key area of the Far East, not 
merely because cf her vast potentialities 
but also because her internal weaknesses 
for a century have made her the focus 
of conflict among the Great Powers in 
the Pacific. It was the realization of 
this fact that led American statesmen to 
center the Far Eastern policy of the 
United States on the principle of the 
open door, and, zs a corollary, the inde- 
pendence and integrity of China. What 
lessons may be drawn from the past, as 
regards American trade in particular, 
which bear on the question of policy to- 
day? And what are the elements in the 
present situation which throw light on 
the long-term prcspects and possibilities 
in this troubled area? 


Optimism UNFOUNDED 


First of all, on looking back it is 
apparent that American trade with 
China, and indeed China’s foreign trade 
in general, have fallen far short of the 
optimistic predictions of forty years 
ago. Then China was hailed as the new 
frontier for the industrializing West. 
Her vast area, her teeming millions, her 
undeveloped reso:irces—these were the 
great stakes of Asia. 

Today trade with China is still a rela- 
tively insignificant item in the total 
American economy. In 1936, before 
the outbreak of Sino-Japanese hostili- 
ties, only $55,400,000 of United States 
exports, or 2.3 per cent of total exports, 
went to China (and Hong Kong); im- 
ports from China came to $81,900,000, 
or 3.4 per cent of the total. Yet the 
United States stocd first among China’s 
foreign markets and sources of supply. 
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In another way, too, events have hardly 
measured up to expectations. American 
exports to China are still raw materials 
and semimanufactures in large degree. 
Although a change in this regard was 
beginning to appear before the Sino- 
Japanese war as China’s production of 
casa crops expanded, among the items 
whch figured most prominently in 
American sales to China in the twenties 
anc early thirties were raw cotton, leaf 
tobacco, lumber, wheat, and flour, 
rather than a wide variety of finished 
manufactures. 

To explain at length the reason for 
the disappointment of early hopes about 
the “great China market” would carry 
us far afield. We know today that they 
wer2 based on a great oversimplification. 
They took no account of what happens 
when a great agrarian society of the 
Orient disintegrates under the impact 
of tae West and gropes for 2 new, revo- 
lutionary reconstitution. In fact, they 
were based on little more than calculat- 
ing a market by counting heads. It is 
only within the past decade, and par- 
ticu.arly in the crisis precipitated by 
Japanese invasion, that China has be- 
gun to reveal her great potentialities for 
posizive national development. The 
tragedy of Japan, parenthetically, is 
that her military leaders chose to at- 
tempt to frustrate this development 
rathar than to co-operate peacefully in 
a program of mutual economic advan- 
tage to both countries. 

It would be a grave mistake, how- 
ever to measure the importance of 
Chirese-American trade merely in terms 
of its direct significance to the Ameri- 
can 2conomy during recent decades, for 
this is only a small part of the picture. 
Far more important have been the 
broai effects of such trade on the politi- 
cal end economic development of mod- 
ern China, and the repercussions re- 
sulting therefrom on the long-term eco- 
nomic and political interests of the 
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United States in the Pacific. These 
gains or losses cannot be compressed 
into a mathematical formula; there are 
no “barter terms” of trade. Yet they 
are none the less significant, especially 
as our policy respecting China affects 
our interests throughout the Far East 
and this regional position in turn is 
linked with relations elsewhere in the 
world. Any analysis which omits this 
dynamic and many-sided aspect of the 
matter overlooks the questions it is most 
important to answer. 


IMPACT oF THE WEST 


We are only beginning to appreciate 
historically the consequences in China 
of the penetration of Western trade and 
influence beginning a century ago. But 
obviously the quantum of such trade is 
no criterion of its effects, nor is any 
schematic analysis of the rearrangement 
of the factors of production, such as 
preoccupies economic theorists. The 
important fact in China was that for- 
eign political and economic aggression, 
as associated with trade and investment, 
shattered the foundations of traditional 
Chinese life and converted an impending 
political rebellion against the Manchus 
into a profound social revolution. This 
was what the “opening of China” meant. 
If the early prophets greatly overesti- 
mated the potentialities of China trade, 
it was because they were totally un- 
aware of the magnitude of the impend- 
ing changes, the confusion that would 
ensue, and the difficulties of the inter- 
regnum through which China must pass 
before her national life could be recon- 
stituted on a new basis. 

It is impossible to dwell here on this 
absorbing chapter of history. One may 
remark, however, that in general the 
Western powers were singularly blind to 
the long-run consequences of the forces 
which they brought to bear upon China. 
Either that, or they were singularly 
helpless to control and direct them. All 
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too little distinction was drawn, for ex- 
ample, between foreign loans for mate- 
rial development and loans to finance 


-indemnities which bankrupted the fiscal 


system; between investment in modern 
industry and investment in real estate 
speculation; between munition sales 
which would support Chinese unity and 
those which would disrupt it; between 
capital equipment for irrigation and 
reclamation and that for consumer 
goods which would destroy rural handi- 
crafts in wide areas; between foreign 
concessions as centers of wealth-creating 
industry and trade, and those same 
areas as obstacles to legitimate taxation 
and control. It was inevitable that 
Western ideas and influences should 
have a revolutionary effect in the East 
under any circumstances, but some of 
the difficulties, at least, might have been 
averted by more farsighted attitudes 
and actions. 


TRADE EXPANSION, PRO AND Con 


On turning to the future of American 
trade with China, we face at the outset 
the multitude of uncertainties indicated 
above. On purely economic grounds, 
and in a political world which permits 
it, one can argue both the probability 
and the desirability of expanding the 
exchange of goods and the investment 
of American capital. China is in great 
need of the products of American capi- 
tal and advanced technical skills; we in 
turn could draw advantageously on 
China’s varied agricultural and mineral 
resources and on her great labor supply 
as embodied in fabricated goods. The 
economic argument runs along familiar 
lines, and is not refuted by the disap- 
pointments of past experience. While 
today the issue of China’s political in- 
dependence is controlling (and of this, 
more later), it is reasonable to suppose 
that a free and developing China offers 
the possibility of mutual profitable trade 
and investment. This may even be true 
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of areas remaining under Japanese con- 
trol, provided some degree of pacifica- 
tion and reconstruction can supersede 
the present chaotic state of affairs. The 
familiar argument for international spe- 
cialization as a means of increasing the 
national income of the United States is 
clearly applicable as far as it goes. 
Obviously, however, this is not carry- 
ing the matter very far in the world of 
1940. For one thing, there is the mat- 
ter of techniques and procedures for the 
conduct of trade and investment. In 
recent years the Far East has moved 
rapidly towards exchange control, barter 
and quota systems, and pervasive gov- 
ernment intervention in industry and 
trade. This trend was under way in 
China and Japan before the war; it has 
been greatly accelerated since. Trade 
with free China today is largely with 
government monopolies; trade with Ja- 
pan and Japanese-controlled China is 
mostly under strict governmental regu- 
lation. Only in the foreign areas of 
Shanghai now undergoing an artificial 
boom, is the olc system still more or 
less intact. Nor is it likely that this 
trend will be reversed; on the contrary, 


the problems of postwar readjustment ` 


and reconstruction are likely to in- 
tensify it. For this reason if for no 
other, then, American trade practice 
and trade policy will require adaptation 
to these new procedures, which repre- 
sent tendencies not merely in foreign 
trade and investment but in the whole 
fabric of economic organization. 

Even were this not the case in the 
Orient today, it îs doubtful whether it 
would be desirable or even possible for 
the United States to expand trade with 
that area, even in time of peace, without 
more adequate regulation and supervi- 
sion than has prevailed in the past. 
This brings up the general problem of 
preserving tolerable stability in foreign 
trade and the balance of payments in a 
world where these needs are less and 
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less adequately served through any sort 
of automatic adjustment. The Chinese 
eccnomy, indeed, never fitted the speci- 
fications of classical economics in this 
regard. To mention one aspect, while 
China may yet offer an important field 
for foreign capital, this investment 
shculd probably be linked directly with 
the shipment of capital equipment, as it 
was beginning to be in the years 
1924-37, and should not be made with- 
out planning the means of repayment. 

In addition, there are special eco- 
nonic difficulties in preserving some 
degree of equilibrium in trade relations 
between the United States and the Far 
East. These arise from the wide dis- 
parity in standards of living and the 
proved capacity of densely populated 
Far Eastern countries rapidly to assimi- 
late modern industrial techniques with- 
out substantially raising wage rates 
frorm their low level. The potential dis- 
placement of Western manufactures in 
world markets, especially if aggravated 
by currency disorder as was true in Ja- 
pan's export boom of 1932-36, can cre- 
ate serious economic dislocations which 
will inevitably become a matter of pub- 
lic concern. 

Ii prohibitive restrictions are not to 
straagle developing trade, in which case 
ecocomic pressures will seek more vio- 
lent outlets, some means must be found 
for balancing the social gains of Oriental 
indtstrialization with the social costs of 
dislocations in the older areas, and ad- 
justing the immediate conflict of inter- 
ests which results therefrom. This is 
extraordinarily difficult to achieve, and 
the record thus far gives no cause for 
optimism. Nevertheless, in so far as 
this problem presents itself in the fu- 
ture, American trade with the Far East 
can probably be expanded only with 
safeguards which will minimize costs in 
displaced industries while at the same 
time permitting an expanding adjust- 
ment to changing conditions. Up to 


134 


the present, China’s exports have been 
largely raw materials and handicraft 
goods; but the experience of Japan and 
India, and the industrial potentialities 
of China, are an indication of what may 
be in store. 


Caos REIGNS 


The future of Sino-American trade, 
however, is obviously not a matter 
solely of latent resources and of the 
commercial techniques required to facil- 
itate exchanges between the two coun- 
tries. Today it is the war and China’s 
struggle for national survival that are 
determining. Since 1937 the Japanese 
Army has overrun large areas of China, 
seizing, blockading, or destroying the 
cities and transportation facilities upon 
which China’s prewar foreign trade was 
built. The result has been general 
economic paralysis and retrogression 
throughout the occupied areas, amount- 
ing to dire famine in the north. Little 
constructive development has yet fol- 
lowed in the path of conquest. What 
gains there have been even for the Jap- 
anese have taken the form chiefly of 
expropriation in one form or another, 
notably through progressive currency 
inflation. The far west, now the base 
of Chinese resistance, has been the scene 
of feverish reconstructive activity along 
many lines, but communication diffi- 
culties have limited the foreign trade 
of this area largely to the supply of 
war materials. 

Under these circumstances American 
trade with free China has been of small 
proportions. During the past year it 
has been confined chiefly to the furnish- 
ing of automotive supplies and other 
essentials of war in return for a few 
exports—notably wood oil, tin, and 
bristles shipped out on Chinese Gov- 
ernment account. This trade has been 
sustained by the two Export-Import 
Bank loans totaling $45,000,000. The 
balance of American trade with China 
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has been with foreign-controlled cities, 
now swollen with refugees, and with 
the occupied hinterland of such port 
cities. In February 1940, for example, 
Shanghai accounted for no less than 75 
per cent of China’s recorded imports 
from the United States and 55 per cent 
of exports to this country. Some un- 
determined proportion of shipments to 
occupied areas was for the use of the 
Japanese military machine. 

Besides the concentration of trade on 
Shanghai and Hong Kong and the high 
proportion of goods destined for war 


` purposes, nothing more clearly reveals 


the chaotic state of affairs than the in- 
crease of agricultural imports into the 
occupied areas. In 1939 farm products 
made up 44 per cent of China’s total 
imports, as against 16 per cent in metals 
and machinery. American trade, for 
example, reflects the rising volume of 
imports of raw cotton and leaf tobacco 
—a reversal of prewar trends. This has 
been occasioned by the sharp decline in 
China’s production since 1937 and the 
Japanese policy of buying up Chinese 
supplies for shipment to Japan, leaving 
consumers in China to look for supplies 
from outside the yen bloc. 

While total United States imports 
from China (and Hong Kong) declined 
from $81,900,000 in 1936 to $63,900,- 
000 in 1939, exports to China rose from 
$55,400,000 to $73,900,000. Most of 
this increase was in war materials and 
agricultural products—an obviously un- 
healthy tendency. The Department of 
Commerce has estimated that the 
United States supplied 14 per cent of 
China’s imports against 42 per cent 
from the Japanese Empire in 1939, the 
latter affording increasingly severe com- 
petition in all lines of manufactures. 
By contrast, some 30 per cent of China’s 
exports went to the United States and 
only 18 per cent to the Japanese Em- 
pire. In the occupied areas, virtually 
all this trade has become subject to 
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oppressive regulation and control by the 
Japanese military authorities. 


ArmInc Bora SIDES 


If the military conflict now dominates 
the conditions of trade with China and 
Japan, it is equally clear that the sig- 
nificance of the latter is chiefly its in- 
fluence on the outcome of the war. As 
is well known, the resources of the 
United States have been at the com- 
mand of Japan far more than of China. 
More than any other country, the 
United States has thus contributed eco- 
nomically to the striking power of the 
Japanese Army in China—with all that 
this means for the future of America’s 
interests in the Far East. Chinese re- 
sistance, by comparison, has been forced 
back on the remote hinterland of the 
West, virtually impregnable to attack 
but equally inaccessible to foreign war 
supplies. 

The importance of helping the Chi- 
nese Government to meet its minimum 
needs in this regard has been recognized 
by the United States Government, nota- 
bly in currency co-operation* and in 


1The monetary relations of the United 
States and China in recent years are not with- 
out their irony. The silver purchase policy of 
the United States was launched in 1933 at the 
instigation of a handful of silver Senators and 
much pious talk of raising the purchasing 
power of silver-standard peoples. The effect, 
as the experts all predicted, was to precipitate 
drastic deflation and a deepening agrarian 
crisis in China Somewhat unexpectedly, but 
logically enough, the Chinese Government na- 
tionalized silver reserves, abandoned the silver 
standard, and embarked on a successful cur- 
rency reform. Moreover, thanks to American 
silver purchases, China was now able to dis- 
pose of her silver stocks at a favorable price 
and in the nick of time just before and after 
the Japanese invasion in 1937. As a result, 
she was equipped witk a huge war chest with- 
out which effective resistance to Japan would 
have been impossible. Thus a disruptive pro- 
gram initiated by a selfish Senate minority 
was eventually converted into a great boon 
for China, owing to the skill of the Chinese 
authorities, expert British advice, and the 
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the loans of the Export-Import Bank: 
No large part of China’s munitions, 
other than aircrait, has come from 
American factories, but American trucks 
and gasoline especially have helped to 
meet the critical need to keep open the 
land routes into China through Burma 
and French Indo-China. In terms of 
ultimate American interests, it is facts 
of this kind that are important today 
in trade with China—not the present 
dollar values for Americans of their 
China business. Similarly, British and 
American resistance to Japanese pres- 
sure on Tientsin and Shanghai has been 
less important as a protection to foreign 
property rights in these areas than as a 
support to Chinese resistance against 
the consolidation of Japanese rule in the 
occupied territories. It is the strength 
of such resistance that is deciding the 
war and hence the future pattern of 
American relations with China. 


Two PATTERNS 


Since 1931 two such patterns have 
been emerging in China for the future 
of Western trade. One is that evolved 
by the Chinese themselves and applied 
as far as circumstances have permitted. 
The other is that of the Japanese, ap- 
plied first in Manchuria and subse- 
quently extended in the wake of the 
army in North and Central China. 
Both imply the eventual abolition of 
Western settlements and concessions 
and other special privileges; both in- 
clude a large measure of government 
control; but here their similarity ends. 

From Chinese policies and actions it 
is reasonable to infer that a free China 
would bend her postwar energies to eco- 
nomic reconstruction programs in which 
foreign capital and technicians would 
be invited to participate on a consid- 
erable scale, provided such participation 
did not infringe upon China’s admin- 
friendly co-operation of the United States 
Treasury. 
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istrative independence. This was clearly 
foreshadowed in the years before 1937, 
when further developments were cut 
short by the Japanese invasion. Noth- 
ing has happened since to modify this 
view, save that the westward trek of 
Chinese leadership and capital, induced 
by the war, has opened up far wider 
vistas of China’s resources and poten- 
tialities. There is no basis for main- 
taining, as some do, that the China mar- 
ket under these conditions would be a 
limitless field for American industry and 
capital, but one can easily conceive of 
a healthy and mutually profitable trad- 
ing relationship in which American cap- 
ital and technical skill would play a 
vital role in building the new China. 

The other pattern of the future—Ja- 
pan’s New Order—is of quite a differ- 
ent character, as is equally clear from 
experience. Its avowed objective is to 
build a military empire in East Asia 
whose resources are to be devoted to the 
upbuilding of Japan’s national power 
and the enrichment of business interests 
allied with the military. In fulfillment 
of this aim the people of the colonial 
areas are to remain in a subordinate 
role, their lives and resources harnessed 
to the chariot of Japanese ambitions. 
Military directives and the pressure of 
special interests in Japan combine to en- 
force the maximum degree of preference 
and discrimination against outside in- 
terests, for in this way economic oppor- 
tunity in the yen bloc may be monopo- 
lized for Japanese, while at the same 
time Japan acquires the continental 
base to free herself of dangerous de- 
pendence on overseas markets and re- 
sources. 

What this means for American eco- 
nomic prospects is abundantly ilus- 
trated in the record of the past decade. 
Where the policy is militarily a success, 
as in Manchuria, it means a closing of 
the door on foreign economic interests 
except as they must be retained for mili- 


THE ANNALS OF THE AMERICAN ACADEMY 


tary reasons. Where conquest cannot 
be carried to the point of effective paci- 
fication, as in most of occupied China to 
date, it means disorder and economic 
stagnation for all concerned, so that 
even the Japanese have little to show 
for their efforts. Meanwhile, the costs 
to Japan are reflected in a lowered 
standard of living and increasing dis- 
location of Japanese industry and trade. 
Actually, indeed, the larger part of the 
immediate economic losses sustained by 
the United States as a result of the war 
are in the disruption and decline of 
trade with Japan—an ironic commen- 
tary on the argument that our great 
stake in Japanese trade should lead us 
to support Japanese imperialism. Now 
a further consequence of this imperial- 
ism is the uncertainty surrounding con- 
tinued access to the tin and rubber of 
Southeast Asia, as a result of weakened 
defenses against a possible southward 
thrust by Japan. 


POLITICAL SIGNIFICANCE OF 
TRADE Poricy 


Thus it is the political determinants 
and political repercussions of American 
trade with China and Japan that domi- 
nate the present scene. This may al- 
ways have been true in large degree, but 
the war has thrown it into bold relief. 
Trade with China could be reduced to a 
trickle, or could be shut off altogether, 
without serious direct consequences for 
the American economy. But trade pol- 
icy has also a vital military and political 
significance and must therefore be re- 
lated to the defense of broad political 
interests. Unless we are prepared to ac- 
cept and enforce a far greater degree of 
political isolation than seems likely, we 
can hardly ignore the economic and po- 
litical consequences of witnholding or 
misapplying the tremendous resources 
of the United States where there is a 
chance to use them in the interest of 
peace and security. This chance exists 
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in the Far East, both in helping to end 
the Sino-Japanese war on terms which 
vindicate the principles of freedom and 
nonaggression, and in contributing sub- 
sequently to the reconstruction of the 
kind of Far East with which we can live 
at peace and on terms of mutual ad- 
vantage. 

All this may seem academic in the 
light of recent events in Europe and 
their repercussions in America. Rich 
and relatively secure in the Western 
Hemisphere, the United States has 
hitherto enjoyed a considerable margin 
of choice in these matters. With the 
totalitarian powers on the march, this 
margin is rapidly narrowing. We may 
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now be entering upon an era when fear 
comes for the first time to exert an 
overriding influence on foreign policy, 
when all energies are bent to national 
preparedness, and when policy is cen- 
tered wholly on meeting the Nazi chal- 
lenge. Yet even in this event—or per- 
Laps particularly in this event—the fate 
of China, and therefore of the War East,. 
will vitally affect America’s future posi- 
tion; for it will determine whether we 
must face an expanding imperialism on 
a continental scale across the ocean to 
the west as well as that to the east, or 
whether in the Pacific at least we can 
find the basis for collective life and the 
defense of common interests. 
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Future of American Trade with Manchukuo 


By Roy H. AKAGI 
Wntten June 3, 1940 


HE direct exports of the United mainly as the result of Japanese eco- 

States to Manchukuo have mark- nomic activities, and slumped to 12,- 
edly increased since the establishment 624,000 Haikwan Taels in 1931, the 
of the new state in 1932. American year of the Mukden Incident. About 
sales to Manchukuo have risen both that time, because of the world eco- 
in their absolute amount and in their nomic depression, soy bean prices fell 
percentage of the total Manchurian im-  precipitately and began to affect Man- 
ports. During the same period, how- churian economy adversely. Imports 
ever, American imports from Manchu- from Manchukuo grew from 411,000 
kuo have grown relatively little, and Haikwan Taels in 1908 to 10,258,000 
consequently every year the United Haikwan Taels in 1929 and dropped 
States has had a very favorable balance to 6,120,000 Haikwan Taels in 1931. 
of trade. Table 1 clearly reveals these Since the Manchukuo Yuan was valued 
trends. at the ratio of 1.56 Yuan per Haikwan 


TABLE 1—Unitep STATES TRADE WITH MANCHUKUO 


United States Exports to Manchukuo * United States Imports from Manchukuo 


Nac estat net nto egite aa aaa |) Balntice of 
Trade in 
Value Value Favor of 
Year Per cent Per cent U Se 
Manchurian Metin 
fag end purse ` Importe Menrhakuy US (1,000) 
(1,000) (1,030) 
1932 20,068 5,619 5.9 14,990 
1933 28,962 7,530 5.6 21,358 
1934 35,227 10,498 5.9 29,261 
1935 24,936 7,169 4.1 9,340 
1936 23,735 6,883 3.4 7,382 
1937 57,523 16,394 6.5 38,849 
1938 93,070 26,525 7.3 81,710 























* These figures do not include certain exports officially credited to Japan but in reality 
re-exported from Japan to Manchukuo, the value of which would have appreciably increased 
the totals of both the American exports and the favorable balances of trade. 

è The figures in this column give approximations in United States dollars based upon 
these rough estimates of tke annual averages of rates per hundred Yuans: 1932, $28.00; 1933. 
$26.00; 1934, $29.80; 1935, $28.75; 1936, $29.00; 1937, $28.50; and 1938, $28.50, 


Prior to 1932, American exports to Tael in April 1933, it is evident from 
Manchuria had increased steadily from the data that the American exports to 
6,774,000 Haikwan Taels in 1908 to Manchuria in recent years have sur- 
25,890,000 Haikwan Taels* in 1929, passed even the 1929 total. 


1 Since the Haikwan Tael fluctuated vio- Jess than $48, and in 1931 from above $39 
lently, any figures in United States dollars to less than $30 per hundred Taels. Various 
calculated from Tael data would tend to be authorities give widely differing “annual esti- 
highly misleading. The monthly averages of mates” varying from the high of $64 for 1929 
the Tael in 1929 ranged from above $67 to to less than $34 per hundred Taels for 1931. 
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TABLE 2—Trenns IN THE CHIEF AMERICAN EXPORTS TO MANCHUKUO 

1937 a 

Item Halkwan Taels | Halkwen Taels anciu 
Books and paper... ... cece eee cee eee 47,587 351 954 313,823 

Candle-making materials............ .. 215,229 — — 
Cotton piece goods and clothing.... ...... 928,239 59,593 40,375 
Cotton eae aa aA (aw Vedas AA — 1,750,267 5,361,953 
POUE siege eh hehe bode e a we 7,023,924 2,362,083 133,563 
Tobacco seer cegtevie ake Sad Seca haan Sea 602,989 413,779 3,489,247 
Timbers wees ade cies his gic ee ion ae 356,174 221,484 2,147,520 
Canned, dried, and miscellaneous foodstuffs. . 366,744 224,388 899,384 
Hides and leather. ...... J... cece ee eee ceo 427,900 176,474 1,018,218 
Photographic material... .........0 cee. ee eeee — — 854,545 
Chemicals, pharmaceuticals, and dyes......... 110,907 120,414 1,290,875 
Petroleum and oils......0 06.0 ce eeeeeeeeeees 7,175,624 4,082,143 16,687,727 

Machinery, instruments, and miscellaneous 

metal product8.........ccece cece eee eeeees 3,570,773 1,457,964 §,038,205 
Iron, steel, and metals............ 000000005 866,199 529,351 12,907,696 
Vehicles: os assnrano sneru eee se ee ek sie es 3,580,837 472,977 6,888,213 











a The 1937 figures do not include certain exports officially credited to Japan but in reality 
re-exported from Japan to Manchukuo, the total of which would have markedly raised the 


1937 American expor: figures, especially of industrial equipment. 


Manchukuo Yuans 100 = U, S. $28.50.) 

During the same period the composi- 
tion of American exports has changed, 
reflecting both the new conditions in 
Manchukuo and :he growing indus- 
trialization of Japan. Table 2 ilus- 
trates the drop in certain consumers’ 
goods like cotton wear and flour, and 
the substantial increases in machinery 
and industrial equipment as well as raw 
materials like cotton, tobacco, and tim- 
ber. 

The nature of American imports from 
Manchuria shifted less than that of the 
exports, the chief changes being the de- 
crease in soy bean products and the 
slight increase in animal products— 


TABLE 3—UNITED STATES IMPORTS 
FROM MANCHUKUO, 1937 
Manchukuo 
Yuans 
Animal products, including bristles 3,162,775 
Hides and skins..... .......... 1,624,175 
Beans, beancakes, oils, seeds, and 


Cereal secs: lad Ge eanne 3,055,193 
Bean and seed oil . . ....... .. 8,365,592 
Crude wool.......0.00 6 eee eee 1,441,451 
Magnesite and mineral products. . 541,083 


(Rough annual average: 


bristles and skins—in recent years. 
The main United States imports from 
Manchukuo in 1937 are shown in Ta- 
ble 3. 

It is essential to note that in addition 
to the direct exports officially designated 
to Manchukuo, substantial shipments 
from the United States which really go 
to Manchuria are not credited to the 
latter. American exports to Manchu- 
kuo are considerably larger than either 
the Manchukuo or American figures in- 
dicate, because many of the major Jap- 
anese firms like Mitsui, Mitsubishi, and 
Okura buy in the United States for ulti- 
mate destination in Manchukuo, but 
consign the purchases first to Japan. 
The American records consequently 
credit these items to Japan. From 
there the goods are re-exported to Man- 
chukuo, and often appear in the Man- 
churian returns as imports from Japan. 

This indirect trade of actual Ameri- 
can products has increased greatly since 
1932, especially because many Japanese 
concerns have established subsidiaries in 
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Manchukuo. Such exports are in addi- 
tion to the indirect trade benefits to the 
United States resulting from exports of 
Japanese industrial products made of 
American materials. This will be dis- 
cussed later. 


MANCHUKUO’S NEEDS 


Perhaps the outstanding demands of 
Manchukuo in recent years are building 
materials and industrial equipment to 
meet the country’s rapid construction 
work and to supply industrial projects 
—demands manifest not only by the 
American exports to Manchukuo but 
also by Manchurian imports in general. 
Whereas in 1929 the imports for build- 
ing and industrial purposes amounted to 
58,217,500 Haikwan Taels or 17.7 per 
cent of total imports, by 1938 they had 
risen to 442,857,000 Yuans or 34.7 per 
cent of the total imports, despite the 
enormous expansion of Manchukuo’s in- 
ternal industrial capacity, which is able 
to supply much of the basic needs for- 
merly purchased abroad. All branches 
of Manchurian industry have grown, the 
gains ranging from a threefold increase 
in iron production between 1932 and 
1939 to a similar development of ma- 
chine and metallic plants, utilities, and 
light industries such as textiles. 

At the same time, the rapid indus- 
trialization of Japan has also profoundly 
altered the nature of Manchukuo trade 
with other foreign countries. Japan 
now supplies at much lower cost many 
products that formerly Manchuria had 
to import from other sources. This par- 
ticularly applies to consumers’ goods, 
including textiles, clothing, household 
materials, utensils, and simple tools and 
equipment. Yet, Japan generally man- 
ufactures them of materials imported 
from foreign nations, especially the 
United States. That is, in addition to 
the direct and indirect United States- 
Manchukuo trade, Japanese exports to 
Manchukuo have made possible sub- 
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stantial increases in American exports 
to Japan. In tbis way the growth of 
Japanese trade in Manchuria has pro- 
moted American exports. 

When Manchukuo was established in 
1932, in general it faced a world politi- 
cally hostile to its existence and eco- 
nomically splitting up into blocs and 
closed autarchic units. Nation after na- 
tion raised tariff walls and imposed 
trade and exchange restrictions. At 
first the new government made no effort 
to direct Manchurian commerce. When 
various nations began to discriminate 
against Manchukuo in their commercial 
policies, however, the authorities real- 
ized the need of controlling the trade 
to meet these threats. 

This situation and the necessity for 
industrial and agricultural development 
of the country and the conservation of 
its fiscal resources have induced the 
Manchukuo Government to formulate a 
number of basic regulations covering 
foreign trade, certain industries, and 
finances. Any discussion of the future 
of the Manchukuo-American trade must 
consider some of these laws, and at the 
same time distinguish between the tem- 
porary or wartime laws and those of a 
more permanent nature. 


MANCHUKUO’S REGULATIONS 


Of the three basic types of regula- 
tions, first come the temporary, war- 
time restrictions, the inevitable con- 
comitant of any period of major 
hostilities. The China Incident stimu- 
lated Japan-Manchukuo economic co- 
operation. In order to conserve the 
resources, to maintain stable monetary 
conditions, and at the same time to con- 
tinue economic development of the 
country (thus, despite the conflict in 
China, Manchukuo is going forward 
with large-scale construction), the Man- 
chukuo Government promulgated ordi- 
nances definitely controlling foreign ex- 
change and trade. The statutes tend to 
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discourage the importation of so-called 
luxury goods regarded as less important, 
and favor such essentials as machinery, 
basic raw materials, and daily supplies 
of the mass consumers. Every one im- 
porting more than a certain amount 
must first secure the permission of the 
Government to purchase foreign goods. 

This basically reflects the stringency 
of wartime economy and does not imply 
any permanent restriction. In the pres- 
ent European war, even Great Britain, 
the traditional exponent of free trade 
and laissez faire world economy, has 
had to curtail drastically and to channel 
its foreign trade definitely in certain 
directions. 

Second, Manchukuo is fostering the 
development of the country by expand- 
ing and creating key industries, utilities, 
and means of transportation under a 
modified form of planned economy. 
The execution of economic planning in 
any form whatsoever requires some con- 
trol over foreign trade. Nevertheless, 
it is equally true that with increased 
strength and adequate industrial ca- 
pacity and the resultant stability of the 
country’s economy in the future, con- 
ditions will not only permit but may 
even demand freer foreign trade. In 
the beginning, however, in order to con- 
centrate the resources of the country for 
the creation of specific industries re- 
garded as essential to national welfare, 
some regulation is necessary. 

These two types of restriction have 
had the greatest influence on the Amer- 
ican trade with Manchukuo. In con- 
trast, the more permanent ordinances 
covering certain basic industries will 
probably have less effect in the long run 
than they may now appear to have; 
for only with the development of in- 
dustries, construction work, and com- 
munication and transportation will 
Manchukuo ever raise the popular 
standard of living high enough to be 
able to import a sizable volume of 
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American and other foreign goods. The 
practical alternative is hardly between 
planned economy and free, old-fash- 
ioned laissez faire economy, but between 
industrialization and progressive devel- 
opment of the country and a resultant 
rise of the peoples living standard on 
the one hand, and backwardness and 
lack of industries on the other. 

The, present Foreign Trade Control 
Law is a further clarification of the 
1936 Emergency Trade Control Law 
which sought to meet discriminatory 
measures against Manchukuo. The 
newer act in addition seeks to regulate 
the international balance of payments, 
to improve trade relations with specific 
countries, and to stabilize the prices and 
the supply and demand of daily necessi- 
ties and certain staples. Under it the 
Government may authorize the forma- 
tion of associations or designate im- 
porters and exporters in a limited num- 
ber of commodities to control the trade 
or issue necessary decrees covering the 
existing traders. 

The China Incident and the revision 
of the second Five-Year Program re- 
quired further changes. The new regu- 
lations cover iron and steel as well as 
the previously listed commodities: rice, 
wheat, flour, tobacco, sugar, soda-ash, 
maize, and castor seeds. The most re- 
cent ordinances include also the exports 
of a number of products, including bris- 
tles, hides and hair, certain cereals and 
fibers, and several minerals. Their pur- 
pose is to conserve Manchurian re- 
sources and essential foods and consum- 
ers’ products at home and to avoid sales 
abroad at too low prices. 


TRADE AGREEMENT WITH GERMANY 


The rapid increase of German trade 
with Manchukuo prior to the outbreak 
of the war in Europe illustrates the im- 
portance of definite trade arrangements. 
Under the terms of the German-Man- 
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chukuo Trade Agreement, the Reich 
was to import 100,000,000 Manchukuo 
Yuans of Manchukuo products, and 
Manchukuo was to purchase 25,000,000 
Manchukuo Yuans of German goods. 
To facilitate the trade under this plan, 
the Otto Wolff concern and the Central 
Bank of Manchukuo established suit- 
able credit at 5.5 per cent annually. 
The Otto Wolff firm accepted orders 
from the Kwantung Territory and Man- 
chukuo companies up to 2,000,000 
pounds sterling on the recommendation 
of the Manchukuo Government and the 
Central Bank. The Bank guaranteed 
the payments on the orders made within 
twelve months of the agreement. The 
buyers were to pay up to 10 per cent of 
the value of their orders on sterling 
draft, and the remaining 90 per cent 
was to be settled with the special Marks 
from the account for the Manchurian 
products imported by Germany. The 
payments were to be made semiannually 
over six years, ending June 30, 1943. 
The first agreement, made in 1936, 
was renewed in 1937, and again ex- 
tended with some modifications on Sep- 
tember 14, 1938 to continue until May 
31, 1940. The last arrangement, simi- 
lar to the first, called for German im- 
portation of 100,000,000 Manchukuo 
Yuans of Manchurian products, and 
Manchurian purchases of 25,000,000 
Manchukuo Yuans of German goods. 
The Reich was to pay for three-fourths 
of the total in foreign exchange and 
one-fourth in Reichsmarks, which Man- 
chukuo was to use for its purchases. 
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If it became impossible for the Ger- 

mans to make available the 75,000,000 
Manchukuo Yuans of foreign exchange 
for the purchase of the full amount, the 
volume of imports could be reduced to 
not less than 65,000,000 Manchukuo 
Yuans in the same ratio of one-fourth 
in Reichsmarks and three-fourths in for- 
eign exchange, and, as far as the annual 
surplus of foreign exchange accruing to 
Germany from its trade with Japan ex- 
ceeded 63,750,000 Manchukuo Yuans, 
the excess was to be available for addi- 
tional Manchukuo imports from Ger- 
many. 
In addition, the terms provided for 
considerable one-to-one trade outside 
the framework of the understanding it- 
self, such lists of products being deter- 
mined each April. If this trade showed 
excesses or deficits on one side, the trade 
of the other in the following year was to 
be increased or decreased by that 
amount; and if imports showed excess, 
the other was to buy the products of the 
former up to 45,000,000 Manchukuo 
Yuans through a special account. Ta- 
ble 4 shows the growth of Manchukuo- 
German trade through 1938. 


WHAT THE UNITED STATES SHOULD Do 


The European War has practically 
stopped this trade, which in 1939 until 
the outbreak, showed marked increase. 
Nevertheless, the success of the agree- 
ment during the period of its operation 
illustrates the seriousness of the com- 
petition the United States increasingly 
faces all over the world, including the 


TABLE 4—Mancuuxuo-GERMAN TRADE 
(In 1,000 Manchukuo Yuans) 











1938 





1934 








Imports into Manchukuo from Germany... ... 12,486 | 14,742 | 13,025 | 17,278 | 37,304 


Exports from Manchukuo to Germany......... 53,310 | 32,799 | 63,302 | 59,052 | 50,396 








-| 65,796 | 47,541 | 76,327 | 76.330 | 87,700 
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Far East, from European powers. The 
American trade with Manchukuo has 
grown remarkably under any circum- 
stances, and is amazing in the light of 
the meager American efforts to pro- 
mote commercial relations. Neither the 
American Government nor American 
trade associations have really tried to 
purchase Manchurian products or to 
advance credit or to propose suitable 
time payments or to invest in Manchu- 
kuo. In contrast, as we have seen, 
Germany has actively cultivated its 
trade. Has America lost her former 
business ability, and is she unwilling to 
face competition from European na- 
tions? 

The United States, through its high 
tariff policies in the past, contributed 
greatly to the general freezing of world 
trade, which brought great difficulties to 
many countries, especially those de- 
pendent on free foreign trade, like Ja- 
pan and Manchukuo.* That is, the 
United States itself was a major leader 
in the movement that undermined the 
world in which the application of the 
Hay Open Door doctrine might have 
been possible, a world which implies, 
however, a far freer movement of goods, 
funds, and men taan exists today. 

The future of American trade with 
Manchukuo will depend chiefly upon 
the United States. Although even the 
direct American exports to Manchukuo, 
as previous data amply indicate, have 
actually risen far higher than the 1929 
level, it is questionable whether this 
trend can continus. Despite the belief 
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of many Americans in the existence of 
discriminatory legislation, the main ob- 
struction to any further increase in 
American exports is the complete un- 
willingness of the United States to buy 
Manchurian products, either directly or 
indirectly. 

Manchukuo has built great industries, 
modern cities, and up-to-date utilities, 
means of communication and transpor- 
tation, and public facilities. The eco- 
nomic needs of the country call for fur- 
ther expansion of this program. But its 
execution is delayed by the lack of ade- 
quate foreign exchange to purchase the 
necessary American machinery, instru- 
ments, and equipment, and raw mate- 
rials. Such a situation requires on the 
part of America practical steps which 
will increase the consumption of Man- 
churian products or perhaps indirectly 
stimulate the importation of Japanese 
goods made of Manchurian raw mate- 
rials; or the United States will have to 
extend credit or invest in Manchukuo. 
Indeed, probably even the mere grant- 
ing of more favorable term payments 
will promote American exports, espe- 
cially of quality machinery. 

The United States must meet the new 
conditions and competition if it wishes 
to maintain its foreign trade at high 
levels. This is particularly true since 
the European war, by closing the Ger- 
man market for Manchurian products, 
has curtailed the large amount of for- 
eign exchange derived from the Man- 
chukuo-Reich trade under the terms of 
the commercial agreement. 
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ATIN America, like most other 

parts of the world, has passed 
through different phases in economic 
development. In recent years there 
probably have been more rapid changes 
and adjustments in several parts of 
Latin America than have occurred in 
many previous decades. In other por- 
tions of the area there has been but 
little change for many years. Perhaps 
a brief résumé of economic development 
in Latin America in successive periods 
will help in a presentation of current 
activities. 


PERIODS OF DEVELOPMENT 


A division into periods of economic 
development in point of time must be 
somewhat arbitrary. It is unnecessary 
to discuss here the stage of development 
in the pre-colonial times. While some 
of the groups, particularly the Incas and 
their predecessors, had made consider- 
able progress in the arts, there was little 
or no relation of their advancement to 
conditions in subsequent periods. These 
periods may be cesignated as colonial, 
transitional (early nineteenth century), 
and modern (late nineteenth century to 
the present). 

While development in the colonial pe- 
riod was not the seme in all parts, it was 
quite similar and carried the general 
stamp inflicted upon it by governmental 
policy. It was the general policy of 
both Spain and Portugal that all activi- 
ties in the colonies should be under the 
domination of the mother country. 
Hence colonial trade and immigration 
were definitely restricted by the monop- 
oly exercised by the two European gov- 
ernments. As a result of the restrictions 
placed on the colcnies, there were few 
products for export. Gold, silver, and 


sugar were about the only products that 
could legally enter trade, and they were 
regulated. 

Under such conditions few immi- 
grants came; local industries were dis- 
couraged, particularly if they competed 
with manufactured products of the 
home country; and contraband trade 
developed which not only contributed 
to revolution but left repercussions in 
law evasion that seriously affected the 
later republics. Economic stagnation 
necessarily followed, since these areas 
were regarded as closed preserves in 
which search for gold and silver and 
restricted production under slave labor 
were the only activities permitted. Thus 
political factors were largely responsible 
for retarded development of Latin 
America in the colonial period. 

There is no place in this article to 
discuss the causes for and the results 
of revolutions in the colonies. It is 
enough to point out that, with the ex- 
ception of Brazil and Cuba, practically 
all the areas now embraced in the Latin 
American republics achieved their inde- 
pendence in the early part of the nine- 
teenth century. But the change in po- 
litical relations did not bring about the 
improvements hoped for by the revolu- 
tionary patriots. The founders of the 
republics in the early nineteenth cen- 
tury found themselves rulers of lands 
which had been impoverished of their 
easily accessible mineral wealth, and of 
peoples who were untrained in agricul- 
tural or industrial pursuits. They were 
“masters of a home swept clean,” lead- 
ers of a population who were untrained 
in self-government. Much of the trade 
with the mother countries was lost. 
Disorders within the republics were fre- 
quent, and frictions developed among 
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the new nations. The general result in 
this period of transition was economic 
sluggishness, commercial stagnation, 
and in many of the republics, for a time 
at least, social and national regression. 

Modern progress in Latin America 
began in the latter part of the nine- 
teenth century. In some countries this 
progress began soon after the middle of 
the century, in others more recently. 
Even today there are but few of the re- 
publics that have any considerable 
amount of manufacturing under factory 
production. With few exceptions, mod- 
ern expansion began with the inception 
of foreign capital, particularly in the 
fields of mining and transportation. 
The earlier inflow of foreign capital 
came largely from the United Kingdom 
and other countries of Northwestern 
Europe. More recently the surplus 
capital of the United States has been 
instrumental in the rapid development 
of mining; in improvement of trans- 
portation, particularly by sea and air; 
in public utilities; in industrial develop- 
ment, especially in processing food 
products and minerals; and in the pro- 
duction of foods, as shown in the ba- 
nana plantations of the Caribbean and 
the sugar estates of Cuba and Peru. 

The first result of the improved trans- 
portation facilities was a rapid increase 
in production in established commodi- 
ties and addition of new sources of foods 
and raw materials. The building of 
railways made possible expansion in the 
development of Latin American pasture 
lands, in farm areas, and in mines by 
providing a relatively cheap transport 
from formerly isolated areas of the in- 
terior to the coast. 


EXPORT COMMODITIES 


Ordinarily the major portion of ex- 
ports from almost all Latin American 
republics consists of one or two out- 
standing products. These commodities 
are always foodstuffs and raw materials. 
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Mexico has supplied petroleum, silver, 
and other metals. The Central Ameri- 
can republics export coffee and bananas. 
Cuba is well known as the great source 
of sugar, and the other islands of the 
Caribbean supply sugar, coffee, and 
fruits. Colombia is noted for coffee ex- 
ports and for important amounts of pe- 
troleum. Venezuela is outstanding as a 
source of petroleum and is important in 
coffee and cacao. Ecuador, once the 
leader in cacao exports, still supplies im- 
portant amounts, as well as some petro- 
leum. Peru formerly exported large 
amounts of guano, but now the chief 
exports are copper and petroleum. Bo- 
livia is one of the leaders in tin. Chile, 
long noted as the only important source 
of natural nitrate, has had serious com- 
petition from the synthetic product and 
is now one of the most important ex- 
porters of copper. 

The eastern nations are world sources 
for the products of the ranch and the 
farm. Brazil, the great exporter of cof- 
fee, is also important as a source for 
cotton, sugar, fruits, and yerba maté 
and other tree products. Argentina is 
one of the chief producers and exporters 
of wheat, corn, linseed, and pastoral 
products. Uruguay lives on its exports 
of meat and wool. Quebracho (impor- 
tant for a tanning extract) is exported 
from Argentina and Paraguay; and 
yerba maté, the important tea used in 
southeastern South America, is pro- 
duced in Argentina, Brazil, and Para- 
guay. 

Of course all these countries produce 
large supplies of subsistence crops for 
home consumption. Among these are 
corn and other cereals, beans, mandioca 
(cassava), fruits, and those products 
named above which are produced in ex- 
cess of national consumption. Certain 
key minerals and precious stones, al- 
though small in tonnage and relative 
value, are important in Latin American 
countries. The manganese of Brazil 
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and Cuba, the vanadium of Peru, the 
platinum of Colombia, the tungsten of 
Argentina, and the diamonds of Brazil 
and the Guianas are among the best 
known. Important amounts of bauxite 
(source of aluminum) from the Guianas 
are exported, but the large deposits of 
iron ore in Brazil and Venezuela have 
had little or no development. 


TYPES OF ACTIVITY 


Although thera has been a notable 
emphasis on the development of manu- 
factures in some of the Latin American 
republics in recent years, the major ac- 
tivities of the people of Latin America 
center on the production and export of 
the products of the farms and planta- 
tions, the grazing lands, the mines, the 
oil wells, and the forests. Even with 
greater diversification and further in- 
troduction of manufacturing, the Latin 
American republics will, for a long time 
to come, be essentially producers of 
foodstuffs and raw materials for world 
markets. The great coffee fazendas of 
Brazil and the smaller coffee plantations 
of the Caribbean countries will continue 
and probably increase in number. The 
large haciendas of Argentina, Uruguay, 
Chile, and other countries will continue 
to raise great numbers of cattle and 
sheep and furnish large amounts of 
wheat, corn, and flaxseed. Acreages of 
cotton, sugar cane, rice, fruits, and 
many subsistence crops will increase, 
and the land will undoubtedly be made 
to yield larger returns through fertiliza- 
tion and better management. Old min- 
ing areas will continue production and 
new areas will be opened up for develop- 
ment. True, there will be many adjust- 
ments brought abcut in relation to the 
producing areas of the principal prod- 
ucts, but in the main, Latin America 
will continue to furnish complementary 
materials in exchange for finished manu- 
factured products. 

However, factory production is on 
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the way, and more and more the Latin 
American republics will use their own 
raw materials and even import some of 
these materials from abroad. Various 
amounts and types of articles have been 
made in Latin America throughout the 
history of the republics. Such articles 
as Panama hats, pottery, tapestry, laces, 
and embroidery have been produced, 
but largely by hand and never in sig- 
nificant amounts. In addition to these 
hand-finished products usually produced 
under primitive conditions, there are 
others on a larger scale that have been 
developed through migration from the 
outside, through use of foreign capital, 
or by nationals within the republics by 
their own initiative and using their own 
accumulated capital. These activities 
may be classified broadly as: (1) those 
concerned with the extraction and proc- 
essing of raw materials (minerals and 
others); (2) preparation and processing 
of products of the farm and pasture; 
(3) developing and furnishing of serv- 
ices (public utilities of various kinds); 
and (4) fabrication in factories or gen- 
eral manufacturing of finished products. 

Examples of the first type are found 
in the big oil companies and the big 
mining companies, of which there are 
a large number. ‘The second group is 
exemplified in the preparation of raw 
sugar, in meat packing, and other simi- 
lar activities. The third group is repre- 
sented by the big public utilities which 
furnish traction, power, or communica- 
tions such as the telephone and tele- 
graph. The fourth is represented in a 
great number of companies, small and 
large, producing a great variety of 
things such as textiles, shoes, and chem- 
icals. Developments under the first 
three headings have been on the in- 
crease for a number of years. They be- 
gan in a small way but increased rap- 
idly with the coming of the twentieth 
century and were developed largely by 
foreign capital and foreign companies. 
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GROWING CONCERN WITH GENERAL 
MANUFACTURING 


It is with the fourth group, or gen- 
eral manufacturing, that we are chiefly 
concerned in the remainder of this arti- 
cle. It is in general manufacturing that 
the Latin Americans have become con- 
sciously most concerned in recent years. 
They have concluded that a national 
economy which depends to such a large 
extert upon the export of one or two 
foodstuffs or raw materials is too pre- 
carious for safety. The prices of these 
commodities, due to a number of fac- 
tors, are liable to wide fluctuations to 
which primary products are subject. 
The rise and fall of these prices causes 
severe strains on the Latin American 
countries and also upon the countries 
with whom they do business. Hoping 
to remedy this situation, in part at least, 
a number of countries have attempted 
to furnish a larger range of exports and 
at the same time develop more commod- 
ities for home consumption. The de- 
pression of the early twenties and the 
more recent world-wide depression em- 
phasized the need for wider diversifica- 
tion. 


The upshot was the mest recent shift in 
the South American position, Having been 
mined for three centuries and milked for 
one, the republics, particularly the more 
advanced republics of Brazil, Argentina, 
and Chile, determined tc do a bit of the 
mining and milking themselves. Beginning 
early in the thirties with currencies gen- 
erally devalued, economic nationalism be- 
came orthodox south of Panama. Tariffs 
went up. Subsidies went in And the 
principal South American republics began 
to change with disconcer-ing rapidity from 
countries everybody used and nobody 
thought about to countries everybody 
thought about and fewer and fewer could 
use,* 


1 Fortune Magazine, Vol. XVI, No 6 (Dec. 
1937), pp. 104-5. 
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Latin American peoples have long 
been making a certain amount of manu- 
factured articles of the coarser and 
cruder types, such as cheap cotton 
goods, particularly in Brazil and Mex- 
ico. The significant development in re- 
cent years has been the increase in the 
production of better grades of both cot- 
ton and woolen goods, as well as many 
other types of finished products. 


FACTORS IN INDUSTRIALIZATION 


The Latin Americans not only are 
thinking of the difficulties in marketing 
surplus foodstuffs and raw materials, 
but they have also begun to realize the 
importance of the socio-political factors 
in relation to industrialization. Many 
of the leaders believe that industrializa- 
tion will have at least two significant re- 
sults. The first is that it will be one 
way of building up a middle class. 
They think it will be the means of in- 
creasing the number of persons who will 
take interest in politics, and thus de 
velop a larger body of intelligent voters 
who will share the political responsibil- 
ity of the country. Second, these lead- 
ers believe that industrialization is the 
only way open at the present time to 
increase the per capita purchasing power 
of their people. 

Many of the smaller Latin American 
countries have done but little to develop 
intensive industrialization, but several 
of the larger ones have made rapid 
strides. The idea of fostering manufac- 
turing in most of these countries is not 
new, as they have been anxious to de- 
velop industry ever since the founding 
of the republics. Protective tariffs have 
been inaugurated by all and government 
subsidies have been given. In more re- 
cent years exchange controls and other 
methods have been more effective than 
even tariffs. 

Another factor that has been impor- 
tant in the agitation for increased in- 
dustrialization is the desire for increased 
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national power and political and com- 
mercial prestige. This wish for national 
influence is not ccnfined to Latin Ameri- 
can countries. The same desire is 
shown in what is going on in other parts 
of the world—particularly areas of simi- 
lar development to that in Latin Amer- 
ica, such as Australia and South Africa. 
Latin Americans are becoming more 
conscious of mechanics and taking more 
interest in technological skills, especially 
since these skills are being so widely 
diffused. 


PRINCIPAL MANUFACTURES 


The principal products manufactured, 
up to this time, are articles for which 
there is a big demand in the home coun- 
try. In Brazil and Mexico almost one- 
third of the workers employed in fac- 
tories are engaged in the fabrication of 
textile products. The wearing apparel 
of a large proportion of Latin Americans 
is made from cotton. The most notice- 
able of these products is the two-piece 
pajama suit worn in nearly all the 
warmer parts of the South American re- 
publics. Shoes are very important 
among the manufactures, in spite of the 
fact that many o: the people do not 
wear them. The greater number of 
shoes are now being made by machines, 
although many are still handmade. 

The metal industries are of much less 
importance, and it will probably be 
some time before they will become sig- 
nificant. Mexico has been making metal 
products for some time, based on iron 
and coal near Monterrey and on scrap 
iron in the Federal District where Mex- 
ico City is located. Brazil has devel- 
oped a small iron and steel industry, 
and one new plant has a capacity of 
about 300,000 tons. The small-scale 
production of that country will take 
care of a considerable portion of the 
home consumption. She has enormous 
deposits of iron ore, but very little coal. 
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If a large iron and steel industry is de- 
veloped, much coal must be imported. 
In all countries in Latin America the 
market for iron and steel is limited, and 
this in itself would prevent rapid ex- 
pansion in this industry even if natural 
resources were available. 

One phase of industrial development 
that has considerable significance is the 
“migration” into these areas of Latin 
America by firms that have become im- 
portant in North America and other for- 
eign areas. A few of these branches are 
concerned only in the assemblage of the 
manufactured parts brought in from 
abroad. The larger portion, however, 
manufacture products from raw mate- 
rials obtained from the countries in 
which they are located, and even import 
some of these raw products from out- 
side. Others are combinations of as- 
sembling and producing. Whatever the 
manner of production, the direction of 
the procedure comes largely from the 
foreign concerns that are interested in 
the “migrated” industries. 

The following survey will show, in a 
measure, the types and the increase of 
manufactures in the more important 
manufacturing countries of Latin Amer- 
ica. Only a few of the countries are 
discussed here, but they have the largest 
industrial development and serve to il- 
lustrate what is taking place in the di- 
versification of industry. 


In Argentina 


In Argentina, prior to the World 
War, manufacturing was limited almost 
entirely to the processing of foodstuffs 
(particularly meat, flour, and sugar) 
and making a large part of the shoes, 
hats, furniture, soap, candles, matches, 
brick, and other things of this type. 
Because of the difficulty of obtaining 
many articles abroad during the war, a 
number of new industries were estab- 
lished and many of the old ones were 
expanded. Branch factories were also 
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established at the same time and others 
have come in during the postwar period. 

Beginning about 1933, industrial de- 
velopment in Argentina entered upon a 
new period of expansion. This was 
aided in part by exchange restrictions, 
high import duties, nationalistic senti- 
ments, and growing prosperity. In re- 
cent years large and well-equipped 
plants have been erected by both Ar- 
gentinians and foreigners. There were 
five spinning mills employing 4,000 per- 
sons in 1930; but in 1937 there were 
4,727 establishments engaged in textiles 
and the manufacture thereof, employing 
77,683 workmen. In 1937 there were 
a total of 40,613 manufacturing estab- 
lishments with 472,152 workmen. The 
most important were those engaged in 
the preparation and manufacture of 
foods and beverages, textiles and manu- 
factures, leather and its products, met- 
als and machinery, vehicles, and chemi- 
cals. 

Argentina manufactures about one- 
third of its consumption of cotton goods, 
three-fifths of its linen, four-fifths of its 
woolens, and most of its knit goods. 
Motor vehicles, radios, electrical refrig- 
erators, and similar products are largely 
assembled in branch factories of foreign 
ownership. 


In Brazil 


In Brazil, industrialization has made 
rapid progress since 1931. There was 
considerable manufacturing in the re- 
public before that time, but at the be- 
ginning of the present decade depreciat- 
ing currency, rising costs in milreis for 
imported goods, exchange restrictions, 
- and higher protective tariffs stimulated 
the development of manufactures. São 
Paulo, the Federal District, and Rio 
Grande do Sul are the principal in- 
dustrial states. Among the important 
products are textiles, cement, ironware, 
paper, industrial chemicals, pharma- 
ceutical and toilet specialties, rubber 
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goods, chilled and preserved meats, 
beverages, flour and flour products, 
cigars and cigarettes, matches, iron and 
steel, lumber, clothing, footwear, and 
furniture. The cotton textile industry 
particularly has made notable progress. 
From a production of 760,000,000 yards 
of cloth in 1927 it increased to 1,613,- 
000,000 in 1936. The industry now 
supplies practically all the domestic re- 
quirements and is engaged in making 
increasingly better grades. 

Most of the power used in the manu- 
facturing industries of Brazil is electric 
of hydraulic origin. The potentialities 
for hydroelectric power development are 
enormous. 


In Chile 


One of the prime objectives of the 
Chilean Government in the last two dec- 
ades has been the promotion of manu- 
facturing. Since the depression of 1929 
the industrial development has been re- 
markable. The combined effects’ of 
currency depreciation and a protective 
tariff have played a large part in this 
expansion. Probably 30 per cent of 
the gainfully employed are now in in- 
dustrial activities. Chile is now supply- 
ing nearly all its domestic needs for 
woolen textiles, pharmaceutical and al- 
lied products, shoes and tannery prod- 
ucts, paper (except newsprint), explo- 
sives, cement, glassware, tobacco, and 
products of wood. Industry also sup- 
plies about 80 per cent of the domestic 
demand for paint, 50 per cent of the 
consumption in cotton textiles, and 25 
per cent of the required industrial chem- 
icals. There are important manufac- 
tures of iron and steel and many other 
products, particularly food and clothing. 


In Mexico 

Mexico developed her industries, on 
the whole, earlier than most Latin 
American countries. The republic bas 
also recently expanded in manufactures, 
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There are some 215,000 workers in in- 
dustry. About one-third of these are 
employed in textile manufactures. Other 
important industries are iron and steel, 
metal products and machinery, clothing, 
and chemicals. 


LATIN AMERICAN INITIATIVE 


Practically all the remaining larger 
Latin American republics have shown 
expansion in industrial development in 
recent years. 

On account of the fact that a great 
deal of foreign capital has been invested 
in Latin America in various industries, 
and because of the interest in industrial 
“migration,” we are inclined to assume 
that there has been very little accom- 
plished by the Latin Americans them- 
selves. On the contrary, most of the 
manufacturing has been initiated and 
developed by Latin Americans, and 
much of it through use of capital that 
has been accumulated in their own 
countries. 

North Americans are prone to as- 
sume, largely through reading books of 
travel and other literature, that the 
Latin Americans are not interested in 
things mechanical. Aversion to trade 
and mechanization does prevail in many 
quarters, but the more progressive and 
particularly the youth of the republics 
are turning to business and machine 
industries. 


While our children in the United States 
are tending to lose their interest in business 
and want to go in for the theater or for 
tapdancing or poetry or art, we find in 
Latin America that the children are be- 
coming interested in business and want to 
be big business men. Recently I was talk- 
ing to a group of students from Chile, and 
J asked several of them who were the lead- 
ing writers of Chile. They did not know, 
and did not care; but they knew a lot 
about business.* 


2 George Wythe, Industriahzation in Latin 
America and Its Effect upon Trade Relations, 
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Factors IN FUTURE DEVELOPMENT 


It is impossible to predict what the 
expansion in industrialization in Latin 
America will be. There are certain 
handicaps in raw materials and power, 
especially coal. Some of the countries 
have great potential water power re- 
sources, and these may be developed to 
furnish power in some industries. 
Handicaps in natural resources, how- 
ever, are probably not so serious as the 
lack of home markets. It may be that 
some lines of manufactures may be sold 
in foreign markets, but that does not 
seem probable in the near future; at 
least not in large amounts. 

Socio-political factors will probably 
play a large part in relation to future 
industrial expansion. Many leaders in 
Latin America fear that too rapid ex- 
pansion in manufacturing will injure the 
economic conditions in the various coun- 
tries. The tendency toward national 
self-sufficiency has caused many coun- 
tries in all parts of the world to develop 
industries. This has, in part, forced a 
similar development in Latin America; 
but a discussion of the merits and the 
drawbacks of such a movement cannot 
be made here. The fact remains that 
Latin America has made rapid strides 
in industrialization. Further expansion 
depends on socio-political conditions as 
well as resources and markets. 
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Latin American Foreign Trade Characteristics 


By James S. Carson 
Written May 14, 1940 


ECAUSE of the shock of the wars 

which for the past year have been 
spreading over sections of Europe and 
the Orient, any analysis of Latin Ameri- 
can trade characteristics is subject to 
those unknown factors which result 
from the artificially produced economic 
happenings arising from armed strug- 
gles on a large scale. Previous to the 
autumn of 1939 it would have been pos- 
sible to comment convincingly on exist- 
ing conditions and probable trends. 

United States exports to Latin Amer- 
ica in the six-months period September 
1939 to February 1940 were 54 per cent 
greater than in the.same period a year 
previous, and imports from Latin Amer- 
ica were 32 per cent greater, according 
to the latest available official figures. 
The United States exports to all coun- 
tries increased only 33 per cent and im- 
ports 27 per cent for the six-months 
period ended February 1940. It is 
doubtful that the recent rate of increase 
in exports to Latin America can long be 
maintained, unless Latin America ob- 
tains more adequate means of paying 
for United States purchases than it now 
possesses. 

Here, then, we have the first marked 
characteristic of the current Latin Amer- 
ican foreign trade problem—the lack of 
dollar exchange. Since the greater part 
of the foreign trade of the southern re- 
publics must become inter-American 
commerce to an ever increasing extent, 
at least for the duration of the existing 
wars and probably for some time after 
peace has been restored, the most press- 
ing question concerning the foreign 
trade of the South and Central Ameri- 
can countries has to do with the creation 
of new purchasing power. How can 
this best be accomplished? The answer 
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involves such fundamentals as the cre- 
ation of overseas markets for new com- 
modities, the general policy of the ex- 
tension of credits, the stimulation of the 
development of natural resources in 
hitherto virgin or inadequately devel- 
oped regions, and the encouragement 
and protection of foreign investments. 


BACKGROUND OF LATIN AMERICAN 
TRADE 


Before considering the influence of 
these and other factors on the foreign 
trade of the Hispanic American coun- 
tries, a brief review of background ma- 
terial will be helpful. Since colonial 
times there has been little trade among 
the twenty Latin American republics. 
The bulk of their overseas business has 
been with Europe and the United 
States. This lack of commercial inter- 
course between the various sections of 
Central and South America and the 
West Indies dates back to the time 
when that vast area owed allegiance to 
the Crown of Castile. They were not 
allowed to trade with one another, and 
the whole policy oi the monopolistic 
masters was to route the trade of the 
different areas through each respective 


, metropolis and then to the mother coun- 


try. For generations, therefore, the 
capitals of the different Spanish Ameri- 
can republics have dominated not only 
the commercial but also the political 
and spiritual lives of the innabitants. 
The difficulty of rugged terrain in many 
instances has accentuated this isola- 
tionism. These countries, all depending 
on the extractive industries—that is, 
agriculture, mining, and timber—have 
traded with the industrialized regions 
of Europe and North America rather 
than among themselves. 
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The airplane and the motor car and 
the rapid extension of highways promise 
to change this. At present, trade flour- 
ishes between Argentina and Brazil on 
the east coast of South America, and 
between Chile and Peru on the west 
coast, because of convenient sea lanes 
and soil and crop diversity. About 5 
per cent of everything Brazil sells 
abroad is purchased by Argentina; and 
Brazil buys about 13 per cent of her im- 
ports, principally wheat, from Argen- 
tina. Brazil in turn takes care of the 
lumber requirements of Argentina and 
a large part of the yerba maté so gen- 
erally consumed on the pampas. Chile 
buys raw sugar from Peru and also 
large quantities of petroleum. In re- 
turn, Chile sends lumber, fruits, and 
some manufactured articles. Better 
roads and new airways are stimulating 
border, seasonal, and transshipment 
trade between Ecuador and Colombia, 
Bolivia and Paraguay, and some of the 
Central American countries. The great 
bulk of the foreign trade of each of 
these countries, however, is with the 
United States and Europe. 

The United States has been continu- 
ously trading with certain regions of 
South and Central America for more 
than a hundred years, but it was not 
until the turn of the present century 
that our transactions with that part of 
the world came to be important. 

In the past few decades the trade 
among the twenty-one republics of the 
Western Hemisphere has constituted 
more than 25 per cent of their aggregate 
foreign trade. The larger part of these 
exchanges have been imports from and 
exports to the United States. This has 
been due to our rapid industrial expan- 
sion. We needed the raw materials of 
the countries of the south, and we got 
them for our machinery, motor cars, 
and specialties. 

Prior to 1900 the other Americas 
looked to Europe for markets and capi- 
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tal, but at the end of the first decade 
of the present century we were taking 
about a third of the combined exports 
of the Hispanic American countries, and 
our purchases have rather consistently 
maintained that ratio save for the pe- 
riod of the World War, when for a time 
they exceeded 50 per cent of the total. 
During most of this period Great Brit- 
ain occupied second place (16 per cent 
to 20 per cent) as a market for the 
whole Latin American overseas output; 
Germany third (about 11 per cent), 
followed by France (6 per cent), and 
Belgium (5 per cent). The share of 
Italy and Japan over this period was 
relatively small. 


EFFECTS OF WARS 


Now the existing wars have brought 
about an entirely new set of conditions. 
The German market is shut out, dis- 
turbing particularly the coffee-pro- 
ducing countries of Brazil, Colombia, 
Venezuela, and the Central American 
republics; France, England, Belgium, 
and the Scandinavian countries have re- 
duced their buying to the irreducible 
minimum, except meats and wheat 
from Argentina and Uruguay; and the 
United States continues, as in the recent 
past, to buy more from all of Latin 
America than it sells to it. 

What is the solution of this apparent 
economic impasse? Barter was Ger- 
many’s solution for overcoming the pay- 
ment barrier, but in the long view this 
could not be other than prejudicial to 
those Latin American countries which 
so eagerly adopted it when first pro- 
posed to them, and at present it is out 
of the picture. 

In a recent article the Correio da 
Manka, one of Rio de Janeiro’s leading 
papers, pointed out that the European 
war had already seriously affected the 
sale of Brazilian products, especially 
cotton and coffee, though the loss of the 
European market had been in part com- 
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pensated by increased buying on the 
part of Japan and China. In 1939 
France, England, Germany, and Scandi- 
navia took about 20 per cent of Brazil’s 
total exports. In the same year, Great 
Britain, Germany, and France bought 
146,445 tons of Brazilian cotton, of 
which Germany alone took 65,000 tons. 
In 1939 China and Japan purchased 
125,836 tons, and it is reported that for 
1940 Japan alone will buy 90,000 tons 
from Brazil. It may be that Brazil in 
the future should look to the Orient 
rather than to Europe as its principal 
cotton market. But one of the imme- 
diate results of the loss of the Scandina- 
vian markets, due to the recent closing 
of those ports to neutral trade, will be 
to reduce the inflow of international cur- 
rency to Brazil. This is especially im- 
portant in view of the fact that Brazil 
has recently assumed the extra task of 
resuming payments of its foreign obli- 
gations. 

A considerable amount of free ex- 
change had been obtained by South 
American sales to Denmark, Norway, 
and Sweden. The triangular nature of 
their foreign trade had enabled the 
American nations to use the balance so 
acquired to narrow the gap, in some in- 
stances, between their imports from the 
United States and their sales. Latin 
American countries are estimated to 
have had an export balance of $20,000,- 
000 to $25,000,00C: in trade with the 
Scandinavian countries for 1939, with 
Argentina alone accounting for almost 
$10,000,000. For the most part these 
balances represented free exchange read- 
ily convertible into dollars, for this 
trade had not been canalized by restric- 
tive clearing systems. 

While complete statistics of trade be- 
tween South American countries and the 
northern nations are not available, the 
figures on hand indicate the importance 
of these free balances. Argentina’s bal- 
ance in this trade equals the excess of 
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its imports from the United States over 
its exports, and is equivalent to about 
one-seventh of its total purchases here. 
In neither Chile nor Brazil do these free 
balances assume quite the same impor- 
tance, however, since both these coun- 
tries enjoy an export balance with the 
United States. 

Some obvious corrective procedures 
suggest themselves, such as: increased 
purchases of materials now constituting 
the bulk of our imports from the south- 
erm continent; the development and 
marketing of new commodities and raw 
materials; dollar investments for the de- 
velopment of the natural resources and 
the promotion of the industrialization 
of the more advanced of the southern 
nations; and the extension of credits. 
Let us examine each of these proposals. 


INCREASE OF PURCHASES 


With the exception of the four-year 
period of the World War, the ratio of 
our purchases from Latin America to 
those of our total purchases abroad has 
remained rather constant. In that pe- 
riod a little more than a fifth of every- 
thing we bought from the outside world 
came from Latin America. There was 
not much variation, either, in the type 
of our imports from the south, because 
Latin American exports have always 
consisted of a comparatively short list 
of primary materials. Coffee, crude pe- 
troleum, sugar, molasses, meats, corn, 
wheat, cotton, flaxseed, hides, skins, 
wool, gold, silver, copper, nitrates, tin, 
lead, zinc, bananas, tobacco, and cocoa 
about exhaust the list. Most of these 
items are on our free list. The importa- 
tion of a few is restricted by competitive 
conditions, sanitary measures, compara- 
tively high tariffs, or excise taxes. It is 
to be assumed that we are buying all 
that we now can profitably use of this 
list, with the possible exception of lin- 
seed covered by an excessive duty, and 
tin ore which in the past has come from 
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the Straits Settlements and Bolivia but 
has been smelted in Europe. 

Undoubtedly dollar exchange and 
consequent increased purchasing power 
on the part of Latin Americans can be 
created if means are developed to pro- 
duce and market new commodities. We 
are getting practically all our rubber, 
most of our camphor, and a large part 
of our tin from the Orient. There are 
commercial and other reasons for shift- 
ing the source of our supplies of these 
very necessary articles from the distant 
Orient to regions in South and Central 
America. Tung oil is another article 
which the war in China has shut off 
from us, and Brazil produces a wonder- 
ful substitute in the shape of Oiticica 
oil. Other articles in the new category 
are abaca, a substitute for Manila hemp 
now produced by the Japanese in the 
Philippines; cinchona bark, the source 
of quinine, which we now obtain from 
the East Indies; babassu nuts and other 
varieties used as the base for fine oils, 
soaps, and polishes; barbasco, the base 
of rotenone, a valuable insecticide; and 
many others. Some of these are now 
being developed and marketed to pro- 
vide the dollars so needed in Latin 
America, 


DEVELOPMENT OF NEW INDUSTRIES 


American investors are now in the 
field to study the possibilities of de- 
veloping small industries to supply the 
market with those specialties which 
once came from Czechoslovakia and 
other regions of the Near East. Sec- 
tions of Mexico and Guatemala and 
areas on both the east and the west 
coasts of South America offer possibil- 
ities. The market in the United States 
for the output is practically unlimited, 
and if this particular line of handicrafts 
could be adequately developed, it would 
materially affect the character of Latin 
American foreign trade. Here is the 
outline of a tentative proposal now be- 
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ing studied (others in various parts of 
Central and South America are also un- 
der consideration) : 

The general objectives of the Bra- 
zilian Trade Development Corporation 
would be to increase the purchasing 
power of Brazil by: (1) increasing Bra- 
zil’s production of salable exports par- 
ticularly to the United States; (2) in- 
creasing Brazil’s production of products 
for internal consumption customarily 
purchased from non-American sources; 
and (3) aiding commerce by developing 
improved transportation, refrigeration, 
storage and port facilities, and so forth. 


NEED FOR INVESTMENTS 


It is assumed that Brazil will greatly 
benefit from carrying out worth-while 
projects properly chosen to increase the 
amount of free currency exchange to 
meet import requirements, to re-estab- 
lish freedom of remittances of earnings 
on investments, and to provide payment 
of foreign debt (adjusted on an equita- 
ble basis, where necessary and war- 
ranted). Increase in the general stand- 
ard of living and purchasing power 
should bring many benefits. This 
should in the long run tend to stabilize 
exchange and lessen the need for rigid 
exchange control, and increase trade by 
reducing the disparity between internal 
and external purchasing power. 

A refinement of this idea is contained 
in the following: 


Considering the great advantages to Bra- 
zil of an increase in their exports, par- 
ticularly for free currency, so as to meet 
purchase requirements under the war con- 
ditions; and 

Considering that the American govern- 
mental agencies recognize the desirability 
of increasing imports from Brazil of arti- 
cles noncompetitive with United States 
products, in order to give that country a 
larger dollar exchange balance to be used 
in the purchase of American products; and 
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Considering further, that the United 
States needs new and dependable sources 
to supply lines of standardized products 
heretofore obtained from Europe; 


the formation of two trading companies 
is recommended as the means of devel- 
oping in Brazil an adequate source of 
supply for such articles as laces, pot- 
tery, leather goods, semiprecious stones, 
and others, which articles were, until 
the outbreak of the present war, im- 
ported in considerable quantities from 
European countries nonexistent today. 
One company would be formed as a 
parent corporation for the integration 
‘and supervision of production of such 
articles in Brazil; and a subsidiary com- 
pany in the United States, under the 
direction of competent sales experts, 
would act as a sales and merchandising 
outlet. 

The influence of legitimate industrial- 
ization on the foreign trade of Latin 
America, in contrast with the “cottage 
type” industries outlined in the fore- 
going, should alse be considered. Parts 
of South America and Mexico are today 
in a transitional stage. There is a pass- 
ing from an economy based almost ex- 
clusively upon commodities which the 
soil is capable of producing, to one in 
which industry will play a more impor- 
tant part. This movement was started 
in a small way during the World War, 
but will undoubtedly be materially ac- 
celerated during the present armed 
struggles. 

Very large capital investments are re- 
quired to achieve a greater degree of 
industrialization in South America and 
elsewhere, and here dollars could be em- 
ployed to the benefit of the foreign 
trade of Latin America, for the expe- 
rience of the past demonstrates that 
industrialization stimulates international 
trade through the raising of living 
standards and the increase of per capita 
purchasing power. A return to sound 
credit standing on the part of the Latin 
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American governments interested is es- 
sential if the dollars are to be attracted. 
At present there are about forty thou- 
sand manufacturing plants in Argen- 
tina and nineteen thousand in Chile, 
and many of Brazil’s wants are taken 
care of by local factories. Where, for 
instance, that country used to import 
our shoes, it is now a heavy buyer of 
our shoe machinery. 


EXTENSION OF CREDITS 


There is another aspect of the foreign 
trade of Latin America which is of im- 
mediate concern. It involves the pro- 
cedure of extending commercial credits, 
and already has produced much ill will 
and misunderstanding on the part of 
many desiring to buy in United States 
markets, who for a number of years 
had been accustomed to get their sup- 
plies from Germany or other European 
sources. It is felt by these would-be 
new customers of the United States that 
they have been treated cavilingly or 
arbitrarily by our merchants engaged in 
overseas business. They have rushed 


- into the press with their complaints and 


have been loud in their protestations 
that they would return to their old Eu- 
ropean sources as soon as world condi- 
tions permitted. 

When this matter was brought to the 
attention of the Foreign Credit Inter- 
change Bureau of the National Asso- 
ciation of Credit Men, the Bureau is- 
sued the following statement which was 
widely printed in the press of Latin 
America: 


American manufacturers are being un- 
justly criticized in some sections of Latin 
America in respect to the credit accom- 
modations they are willing to grant to 
Latin American importers. The outbreak 
of war saw a great increase in inquiries 
about American manufactured products 
from potential Latin American buyers. 
Many of these inquiries came from buyers 
who formerly used sources of supply that 
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were no longer open to them, due to the 
war in Europe. Many of these buyers 
were new to the United States market. 
It is only natural, therefore, that the Amer- 
ican manufacturer should be somewhat 
conservative in extending credit until the 
credit standing of the potential foreign 
buyer is established. Normal credit terms 
were cheerfully granted when the potential 
buyer proved to be a prime credit risk. 

Further, many of these inquiries were 
for certain types of material which here- 
tofore had been purchased in large quanti- 
ties from Europe, and American suppliers 
and manufacturers of such materials were 
confronted with the unprecedented situa- 
tion of being requested to accept orders far 
in excess of their current production. Such 
American manufacturers who have been 
engaged in export for a great many years, 
naturally, made every effort to take care 
of their old and well-established customers, 
and while they were perfectly willing to 
accept any responsible new business that 
was presented to them, they did not feel 
called upon to adopt a too liberal credit 
policy on this new business. 

American products have competed with 
European products in Latin American mar- 
kets on the basis of quality—-never on the 
basis of price and credit terms. Exces- 
sively long credit terms have not been nec- 
essary, and are not now necessary except 
in special cases. Many of the inquiries 
that came through from Latin America 
were requests for lines that were already 
well represented in a particular country, 
and naturally the American exporting man- 
ufacturer’s loyalty was to his old estab- 
lished sales outlets. 

In their desire to find sources of supply, 
many Latin American importers, agents 
and distributors, approached American 
manufacturers who had not heretofore 
conducted a direct export business. When 
American manufacturers received such re- 
quests for quotations and prices, they were 
naturally not set up to judge the credit 
responsibility of the potential buyer, and 
while they were anxious to develop the 
export field, they felt perfectly justified in 
requesting Cash in New York until they 
had developed the various techniques nec- 
essary to adequately handle an export busi- 


Tue ANNALS OF THE AMERICAN ACADEMY 


ness. Such concerns not now engaged in 
export are desirous of developing their 
Latin American business on a permanent 
basis. They are fully aware that well- 
established Latin American buyers are en- 
titled to every credit consideration, and, 
in fact, have been given such accommoda- 
tions by established American manufactur- 
ing exporters for many years. 

Thus, from the point of view of Ameri- 
can manufacturers, much of this criticism 
which has gained some ground in Latin 
America, is unwarranted. American manu- 
facturers are very anxious to develop their 
Latin American business on a sound basis, 
and they should not be criticized unjustly 
by Latin American buyers who, faced with 
the necessity of switching their sources of 
supply, should remember that care and 
discretion on the part of American shippers 
in accepting such business is the preroga- 
tive of American exporters. 


THE REPLY 


How this seemingly very reasonable 
and fair statement was received by some 
members of the press is indicated by 
the following editorial published in the 
daily newspaper Nuestro Diario, an im- 
portant journal of Guatemala City. 
Under the caption “The Explanation 
They Give Us,” the editor writes: 


Of the foregoing declarations we would 
accept the fact that the volume of orders— 
the European market being closed in part 
—bhad increased enormously. But what we 
do not admit is that the restrictions should 
have been placed not only on probable new 
buyers but also, as we know, on business 
men who have maintained relations with 
the exporters. All of a sudden they were 
subjected to unusual regulations and un- 
called-for suspicions were put into play 
until conditions arrived at such a state of 
affairs that we were obliged to say what 
we published in previous editions. 

Moreover, we accept that the lack of 
preparation of the North American mer- 
chants is responsible for the instances in 
which the packing was deficient, visibly 
different from the European; but this cir- 
cumstance should have induced them to 
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be more considerate of those with whom 
they had maintained relations previously 
and not aggravate the adverse situation 
with obviously unjustified requirements. 

We believe that the complaints of the 
press, to which the SIPA agency refers, 
have no doubt brought about a reaction in 
the commercial activities of the United 
States; that the manner of proceeding, in 
view of the circumstances, will be changed, 
and that the abuses committed will be cor- 
rected. And we shall always insist that it 
is not by proceeding in the manner referred 
to that the merchants of the United States 
can attract the trede which those of the 
New World carry on with the Old Conti- 
nent; they counteract, on the other hand, 
the aspiration of the statesmen who look 
beyond the horizons and proclaim a conti- 
nental solidarity as a basis for defense and 
prosperity. 


A Business Man’s VEW 


Important as is this question of com- 
mercial credits, it is not the real issue. 
The future of Latin American foreign 
trade will be largely shaped by the long- 
term credit policy of the United States. 
What are we prepared to do to aid in 
the development of the vast natural re- 
sources of the other Americas which 


await capital and organization to be of. 


benefit to all humanity? On this I 
should like to qucte the recent utter- 
ances of a prominent South American 
banker and economist, Señor V. E. 
Estrada, F. R. Econ. S. and General 
Manager of La Previsora National Bank 
of Credit (Guayaquil, Ecuador, S. A.): 


I am not and never have been a dreamer. 
My friends know me as a realist. I know 
part of the problems of South America and 
I am convinced that they should and can 
be solved with mors advantage through 
closer relationship between the Americas. 
It is not my intention to prevail against 
government loans which, of course, are a 
part of mternational co-operation, but I 
insist on the necessity of going further in 
the feld of private enterprise, as the only 
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real basis to make subsequent public loans 
feasible and repayable. 

For the enormous expanse of land dis- 
posable in South America, there is only a 
little drop of capital available. and this is 
especially true on the west coast. If the 
United States wishes to complete the eco- 
nomic capitalization of the Panama Canal, 
it would be worth while to look around and 
realize how much natural wealth is waiting 
for something more than public loans to 
weak and disorganized treasuries. 

My suggestion is not one to be realized 
in a day. It is a long-term policy, planned 
and devised today, and such policy should 
be aimed at by American capitalists and 
American bankers in close association with 
the local elements of the countries in- 
volved. No actual step should be taken 
without a thorough study of the real, spe- 
cific, potential field. In this connection, I 
recall the wise policy followed in 1920 by 
a very important group of Italian capi- 
talists, who in that year felt the need of 
running away from the dangers of bolshe- 
vism. They decided to transfer the bulk 
of their assets to one of the most undevel- 
oped countries in South America, and this 
happened to be my own country. They 
gathered together a staff of technicians in 
practically all economic working fields, and 
one day arrived in Ecuador. There were 
some forty men, specialists in farming, gold 
mining, transportation, banking. building, 
fishery, oil, electricity, irrigation, etc. They 
were scattered all over the country with in- 
structions to see things and report back 
after thirty or forty days, which they did, 
with the result that the most complete 
data of economic possibilities were com- 
piled by this very scientific group of pi- 
oneers for economic development. Unfor- 
tunately for my country, the work was lost 
because the new order, soon established in 
Italy, led them back to their own land, 
and they only left in Ecuador a bank and 
a building company. 

If I refer to this, it is just because I 
believe that this is the only way which can 
lead to the success of a program on as large 
a scale as is the one deserved by the un- 
developed resources of the South American 
west coast. When such a plan, or some- 
thing sumilar is started, then and only then 
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will it be possible to think of a substantial 
increase of trade between the Americas, 
and of a solid relationship of an interna- 
tional character, based on a legitimate and 
mutually profitable exploitation of the re- 
sources of our countries. 

It will not be necessary to enforce trade 
on the basis of treaties, or to tackle politi- 
cal factors to support trade. The origin of 
the effort will be reflected in trade trends 
for unavoidable and obvious reasons. No 
high tariff problem will interfere with such 
a trade because once the development of 
the country materializes, the national in- 
come can be taxed directly. This is now 
a practically impossible measure, because 
there is a very meager source of income in 
most of the west coast countries, and any 
substantial taxation now will mean the de- 
struction of the new available seeds of 
capitalization. 

The commercial banking system of South 
America, working on a large basis of in- 
ternal short-term credit, has developed 
sufficiently to insure our countries a reli- 
able and ample source in this particular 
field, but we have been unable to supply 
the long-term capital, except artificially, 
through the expropriations and ravages of 
paper money, which simply meant that we 
were nullifying with one hand what we had 
attained with the other. The help of for- 
eign capital cannot be ignored by the stu- 
dent of the Latin American economic prob- 
lem, if one wishes to succeed in planning 
some definite scheme, but it is worth 
while to point out that such help is not 
required on a short-term basis, nor pri- 
marily through fiscal channels, but, sum- 
ming up these ideas, through the following 


stages: 


1) Previous technical survey of private 
economic and natural resources. 

2) Organization of strong groups of cap- 
ital and technical help. 

3) Management not excluding but rather 
calling for the extensive use of local 
individuals, and eventually of local 
capital when available. 

4) Investment of capital over long pe- 
tiods through these organized groups. 

5) Close relationship with private trade 
organizations, chambers of commerce 
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labor, etc., and the minimum of de- 
pendence on government help or leg- 
islation. The enterprise should be 
good in itself, not the result of offi- 
cial gratuities, and it should be so 
advantageous to the country’s in- 
terest as to make superfluous any 
special legislation or contracts, as is 
the case of actual domestic enter- 
prises. 

6) Co-ordination of the financial groups 
with the banking system of each 
country, with the United States’ 
banks, and with the United States’ 
agencies for international trade. 

7) Organization of immigration. 


Economic development brings the most 
accurate means to provide for higher politi- 
cal standards. As it may be true that po- 
litical unrest prevents close economic co- 
operation, so it is reciprocally true that 
closer economic relations will prevent the 
debasement of political standards, and I 
believe that the United States can do a 
great deal for Latin America and for hu- 
manity in this connection. It has the capi- 
tal, the technical skill and equipment, and 
the authority to manage such a great, 
peaceful, peacemaker enterprise as would 
be the starting of an economic organized 
crusade to give the whole World of Colum- 
bus equal welfare, material progress and 


„social order, and erase most of the wn- 


equal development of the southern part of 
this New World, inequality which is a 
handicap for peace, for trade, for friend- 
ship and culture, as well as for human 
advancement of a large population of the 
earth. Such a goal is not an utopian one. 
It is most likely only a business proposi- 
tion, expressed, perhaps, on a very broad 
scale, but I am laying it down for analysis 
with the most sincere faith in the unity of 
the Americas, which is, logically, of mu- 
tual advantage and convenience. 


Our RESPONSIBILITY AND 
OPPORTUNITY 
These are the words of a Latin Amer- 
ican business man, not a politician or a 
visionary, and I believe them to be 
prophetic and profoundly true. The 
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economic development of Latin America 
and the future trend of the foreign trade 
of that part of the world depend in large 
measure on the transfer and permanent 
establishment of foreign capital there. 
A prerequisite to any such movement 
will be a guarantee of protection for 
the dollars so used. Then we can look 
at this problem of inter-American trade 
broadly, whether we have in mind the 
immediate or the long-time program. 
These countries are to supply our prin- 
cipal markets of the future, and our 
most important ones in peacetime com- 
modities during this war. 
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After all, the direct function of inter- 
national trade is to increase the wealth 
of the world in everything that involves 
the manufacture and exchange of goods. 
Wealth cannot be created in any part of 
today’s world without benefiting human 
society everywhere. There are new 
frontiers and hinterlands in the other 
Americas. I believe foreign traders 
should study this situation without the 
inhibitions of the past. That is why I 
maintain that inter-American trade is 
both our responsibility and our oppor- 
tunity. 


James S. Carson is vice-president and a director of 
the American and Foreign Power Company, Inc., New 
York City, and public relations representative for 
Latin America of the Electric Bond and Shere Com- 
tany. He is a director of many public utilities in 
foreign countries, especially in Latin America, and is 
active in inter-American commercial relations. 


Competing for Latin American Markets 


By Lew B. CLARK 
Written May 25, 1940 


PEAKING of our Latin American 

trade it has been advocated that 
“we must not repose in fancied security 
that we can forever sell everything and 
buy little or nothing,” but that “we 
should take from our customers such of 
their products as we can use without 
harm to our own industries and labor.” 
Much as this sentiment savors of late 
1939, the foregoing utterance dates from 
1901. 

United States commercial advisers in 
South America in 1924 were chorusing 
that in all their experience, competition 
(European) had never been more keen. 

By 1927 deprecation of the use of 
the phrase “commercial conquest” was 
voiced by American authorities even as 
the same phraseological implications 
were being shushed in the early days of 
the present war. By that time, too, the 
cheery slogan “Buy only from those to 
whom we sell” had been unfurled and 
had drawn the fire of outraged Ameri- 
can export interests, while of barter it 
was being observed that “this whole 
conception rests upon the fallacious as- 
sumption that trade is still in the dark 
ages.” 

In 1933 our trade specialists and ad- 
visers were becoming familiar with and 
somewhat reconciled to the devices of 
exchange control, import licensing 
boards, quota systems, and similar ex- 
pedients which had been improvised to 
circumvent the hampering provisions of 
most-favored-nation clauses in interna- 
tional treaties. At that time direct bar- 
ter was still eschewed by American au- 
thorities, but critics were less scornful 
of the likelihood of its adoption, claim- 
ing only that “any return of such primi- 

1 President McKinley at Pan American Ex- 
position at Buffalo, September 5, 1901. 


tive methods would be of dubious value 
to the participants.” As these various 
artifices came to be openly practiced 
and more complicated in character, the 
various nations were forced to correlate 
the multiple phases of such weapons, 
and reciprocal trade agreements became 
the order of the day. 

By 1934 our Congress had taken of- 
ficial cognizance of what was happening 
along international commerce lanes, and 
authorized our negotiation of trade 
agreements with other nations. The de- 
clared object of these agreements was to 
effect an exchange of exports for im- 
ports on a mutually profitable basis. 
They differed from the usual bilateral 
treaties of nations whose purpose was 
the persuasion or forcing of commerce 
from its natural courses into arbitrary 
or artificial ones to their exclusive ad- 
vantage. Our own stressed only a gen- 
eral expansion of world trade with a 
fair field for all and no favors asked. 
These measures have produced splendid 
results, but have not entirely solved our 
trade problems, nor were they designed 
to do so. Today, as in 1901, it is being 
universally urged with respect to our 
Latin American trade that “the only 
way to sell more is to buy more. Either 
we must be prepared for sacrifices and 
readjustments, and they need not be too 
large, or else we must give up the idea 
of an expanding export trade.” ? 


Great Britain Our CHIEF COMPETI- 
TOR IN THE PAST 

While we hear a great deal of the 

threatened inroads on our trade with 

Latin America by Germany, Italy, or 

Japan, these reports are, in the main, 


2P. W. Bidwell, in Foreign Affairs, Jan. 
1940. 
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exaggerated and overemphasized. The 
truth of the matter is that our most 
effective competition in the past has 
come from the United Kingdom. Over 
the last twenty-five or thirty years, how- 
ever, we have outdistanced and grad- 
ually drawn away from Great Britain 
in the race for the trade of Latin Amer- 
ica. During the five years ended De- 
cember 31, 1939 the share of the United 
States in the tctal commerce of these 
twenty republics has averaged 33.5 per 
cent, as compared with the 15.4 per 
cent ratio of the United Kingdom. 

There is often a wide and sometimes 
interesting variance in the details of the 
trade relations 07 the United States and 
Great Britain with some of the indi- 
vidual nations of Latin America. In 
Panama, for example, our purchases 
since 1935 have ranged from 85.8 to 
93.3 per cent of that country’s total 
exports (largely bananas), while the 
United Kingdom’s purchases have not 
in that time exceeded 2.2 per cent. Bo- 
livian trade shows an equally dispropor- 
tionate allocation of exports but with 
reversed results, the United Kingdom 
absorbing 74 per cent of the total 
(mostly tin), and the United States ac- 
counting for only 5.4 per cent. Cuba 
is another case in point, albeit a rather 
special situation. Her people last year 
obtained 74 per cent of their imports 
from this country but only 2.9 per cent 
from sources within the United King- 
dom. Of course, the fact that we re- 
turned the compliment in generous 
measure by taking 75.3 per cent of her 
total exports (chiefly sugar), while Eng- 
land was buying only 12.2 per cent, had 
a good deal to do with this. 

Generally speaking, our trade pre- 
ponderance lies in the Caribbean and 
Central American areas and in Mexico, 
while that of England and other com- 
peting countries is centered more in the 
lands farther south. 
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World War and atier 


Although the total trade of the 
United States with Latin America has 
annually exceeded that of the United 
Kingdom with the same region since be- 
fore the World War, for several years 
immediately preceding that war her ex- 
ports were greater in value than our 
own. In 1913, however, this last situ- 
ation was reversed by a slight margin, 
and since then we have continuously 
held first place in supplying the pur- 
chases of Latin American countries as a 
whole, gradually increasing the impor- 
tance of our shipments, while the share 
of the United Kingdom has diminished 
both in absolute value as well as in the 
proportionate ratio of the total. 

During the World War there was an 
abnormally wide spread between the 
value of our own commerce with Latin 
America and that of the United King- 
dom. With the war finished there were 
indications that England might regain 
her position, as her exports picked up 
from 15.30 per cent of total imports in 
1919 to 19.42 per cent in 1923. During 
the same period our own share in the 
imports of these nations declined from 
48.79 per cent to 36.29 per cent. In 
1929, at the peak of the era of pros- 
perity, and, with the exception of 1920, 
the year of heaviest imports by the 
Latin American republics, our shipments 
amounted to $943,700,000, or 38.5 per 
cent of the total of $2,451,400,000, 
while the United Kingdom’s share fell 
to $365,700,000 or 14.9 per cent, 


Depression period 

During the world depression follow- 
ing 1929 our whole foreign trade 
slumped, and that with Latin America 
was no exception. In point of value 
of exports the low ebb was reached in 
1932, when it amounted to only $198,- 
500,000. We also dropped rapidly in 
percentage of the total, accounting for 
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but 29.2 per cent in 1933, the low point 
for this period. Meanwhile the United 
Kingdom had experienced a similar re- 
duction in her exports to these coun- 
tries, their value dropping to the low 
figure of $100,400,000 in 1932. On the 


other hand, her share in the total trade’ 


had picked up somewhat, increasing 
from 14.9 per cent in 1929 to 18.1 per 
cent in 1933, 

From that point, however, Great Brit- 
ain’s participation in the trade of the 
twenty republics showed a consistent 
decline until in 1939 she retained only 
10.5 per cent ($140,000,000) of the to- 
tal value of their purchases as compared 
with 25.0 per cent ($275,400,0C0) in 
1910. Our own share had in the mean- 
time been steadily increasing, and in 
1939 we supplied 40.4 per cent ($537,- 
598,000) of the total imports of the 
Latin American republics. While it 
must be admitted that a part cf this 
growth responded to war orders late in 
1939, the increase of over 78 per cent 
in our proportionate share of the trade 
in the years 1910 to 1939 was still im- 
pressive. In actual dollar values our 
export trade to this region in 1939 was 
more than double the $248,800,000 we 
recorded in the earlier year. 

Coming into the last decade, the to- 
tal imports of Latin America in 1930 
amounted to $1,916,371,000. In 1931 
there was an abrupt decline to $990,- 
381,000, a difference of $925,990,000, 
of which the four countries of Argen- 
tina, Brazil, Chile, and Uruguay ac- 
counted for more than two-thirds. By 
1939 purchases had recovered somewhat 
and were valued at approximately $1,- 
336,000,000. However, this was $580,- 
000,000 less than the 1930 figure, and 
the same four countries accounted for 
89.1 per cent of this decline. 

Bearing in mind that the United 
Kingdom’s export trade with Latin 
America is predominantly with the four 
nations mentioned above, to the extent 
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in 1930 of 80 per cent of her total, it 
is natural that any drastic change in 
their economy would almost inevitably 
be reflected in the value of her exports 
to Latin America as a whole. And so 
it proved. The total imports of the 
twenty republics from the United King- 
dom declined from $295,000,000 in 
1930 to $140,000,000 in 1939. Of this 
loss, 83 per cent was represented by the 
lower value of the purchases of the 
above four countries from Great Brit- 
ain. 


Export items 


Some of the leading items of the 
United Kingdom’s export trade with 
this part of the world are cotton piece 
goods and thread, woolen manufactures, 
electrical goods, machinery and parts, 
pottery and ceramics, locomotives and 
railway equipment, coal, and iron and 
steel wares. 

Cotton piece goods was one of the 
groups that was most affected in the 
decline that took place between 1930 
and 1938. English statistics show that 
her exports of this article fell from $42,- 
412,000 in 1930 to $23,508,000 in 1938, 
a drop of 44.6 per cent. The four coun- 
tries—Argentina, Brazil, Chile, and 
Uruguay—alone accounted for $13,- 
875,000 of this reduction, leaving only 
$5,029,000 as the loss of British cotton 
goods sales in the sixteen other repub- 
lics. 

The heaviest loss of trade suffered by 
the United Kingdom in any single group 
of its exports to Latin America was in 
iron and steel manufactures. Here 
again, Argentina, Uruguay, Chile, and 
Brazil were important factors. These 
four countries took 85.3 per cent of the 
United Kingdom’s exports of iron and 
steel wares to the Latin American re- 
publics in 1930 and 84.8 per cent in 
1938; and they contributed 85.6 per 
cent of the total shrinkage of $24,270,- 
000 in Great Britain’s exports of these 
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articles to those republics during that 
time. 


Reasons for decline 


In such lines as coal, locomotives and 
rail equipment, and woolen fabrics, the 
United Kingdom also suffered substan- 
tial declines in exports to Latin America 
between 1930 and 1938. For many 
decades, the great Argentine railroad 
systems, and those of some of the other 
Latin American countries as well, have 
been a lucrative source of business for 
British builders of locomotives, rolling 
stock, and railway accessories, not to 
mention the related lines of coal, iron 
and steel plates, sheets, and heavy ma- 
chinery. During the years of wide pros- 
perity in Latin America railroad income 
was good and resulted in extensive or- 
ders for those countries whose nationals 
owned or controlled the railroads. But 
in the thirties developments occurred 
which tended to make them a less reli- 
able source of business than in the past. 
Automotive truck and bus services 
sprang up in competition and took their 
toll of the transport business; some of 
the lines changed from steam to Diesel 
operation, calling for the use of fuel oil 
instead of coal from the mines of Eng- 
land and Wales; two of the English rail- 
way systems were acquired by the Ar- 
gentine State Railways, thus adding to 
the growing trackage of government 
ownership and to the ratio of railway 
equipment and supply business which 
England’s industrial forces could no 
longer monopolize to a large degree. 

Industrial progress in Latin America 
also played an important part in the de- 
cline of England’s exports to that re- 
gion. Rapid advances in the local man- 
ufacture of numerous types of textile 
goods, electrical supplies and acces- 
sories, light machinery, pottery and ce- 
ramics of many kinds, and other lines 
of so-called consumer merchandise have 
cut heavily into the United Kingdom’s 
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exports of such finished manufactures 
to this whole region, but particularly to 
the southern section of South America. 

From data now available in Latin 
American statistical records it is pos- 
sible to estimate that Great Britain’s 
portion of the import trade of the 
twenty republics during 1939 amounted 
to no more than 10.5 per cent of the 
total of $1,336,000,000, while that of 
che United States reached 40 per cent. 
This reflects the changed status of the 
European belligerents as sources of sup- 
ply for Latin American trade and in- 
dustrial requirements and the conse- 
quent shifting to the United States of 
business orders which they cannot con- 
veniently fill. These effects had already 
become apparent from trade statistics 
for the last quarter of 1939. With an 
‘all out” war finally joined, further ad- 
justments and modifications of the old 
crder of commercial relationships are 
Lkely to ensue during the days to come. 


RISE oF GERMAN TRADE RIVALRY 


The record of Germany’s competition 
in the striving of the world’s industrial 
nations for the rich prize of Latin Amer- 
ica’s markets is more spectacular than 
taat of any other country. Building 
gradually from the turn of the century 
it had, by the time of the outbreak of 
the World War, become a factor of im- 
portance in this trade struggle. In 1913 
its exports to Latin America were val- 
ued at about $220,000,000 and repre- 
sented 16.55 per cent of total imports, 
compared with the United Kingdom’s 
$324,000,000 or 24.42 per cent, and 
our own $333,000,000 or 25.03 per cent. 

During the war Germany was entirely 
eclipsed in so far as her exports to Latin 
America were concerned, her recorded 
shipments falling to less than 1 per cent 
of the entire imports of that region dur- 
ing the four years 1916-19. Starting 
up the comeback trail in 1920, she again 
worked her exports to the Latin Ameri- 
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can countries up to $204,000,000 in 
1923 and held them well above that fig- 
ure through 1930 for a consistent 10 
per cent average share in Latin Amer- 
ica’s growing trade in those years. 

The close of the decade found Ger- 
many within striking distance of Great 
Britain, the country occupying the rung 
above her in the play for Latin Ameri- 
can markets. Our own commerce with 
that region had forged ahead, fed by the 
proceeds of copious loans, and, valued 
at $677,222,000, our exports to the 
twenty republics in 1930 accounted for 
slightly above 35 per cent of their total 
purchases—-well over three times Ger- 
many’s participation. 

With the advent of the thirties Ger- 
many’s exports suffered a severe relapse, 
but she was able to hold within a per- 
centage point of her previous ten-year 
(1921-30) average of 10.01 per cent of 
Latin America’s total trade—far better 
than we could achieve. 

Again staging a vigorous recovery, 
the Germans in 1936 swept ahead of the 
United Kingdom in value of exports to 
Latin America. For the first time in 
history, and during three years of ruth- 
less trade rivalry, she held tenaciously 
to second place, supplying 15.4, 15.3, 
and 17.1 per cent of Latin American 
purchases, as England slipped back from 
13.5 in 1936 to 12.6, and then to 11.6 
in 1938. However, the United States 
had likewise shown ability to recoup, 
and, after touching a low of 29.2 per 
cent in 1933, was supplying 33.9 per 
cent of the market in 1938. 


Distribution of trade 


As in the case of the United King- 
dom, the spearhead of Germeny’s ex- 
port trade with Latin America was 
pointed at the same group of four coun- 
tries, i.e., Argentina, Brazil, Chile, and 
Uruguay. In 1930 those nations took 
72.1 per cent of Germany’s exports to 


THE ANNALS or THE AMERICAN ACADEMY 


Latin America, or $151,000,000 out of a 
total of $209,000,000. By an extra- 
ordinary coincidence German exports to 
the same four countries in 1938 again 
totaled $151,000,000. However, they 
now represented only 63.4 per cent of 
the total of $238,000,000, showing Ger- 
many’s tendency to spread her commer- 
cial endeavors throughout Latin Amer- 
ica. 
This is further evidenced by the fact 
that whereas in 1930 only one country 
outside the group exceeded Uruguay in 
the value of purchases from Germany, 
in 1938 four others surpassed her, i.e.: 
Colombia, Mexico, Peru, and Venezuela. 
With the countries of Colombia, Guate- 
mala, Peru, and El Salvador, Germany’s 
export trade had practically doubled in 
value in each case, while with Brazil it 
had almost trebled. Venezuela’s pur- 
chases in Germany also increased sub- 
stantially, being nearly 50 per cent 
greater in 1938. It is significant that 
in those nations which were reportedly 
most amenable to Germany’s barter pro- 
posals there were revealed the greatest 
absolute and percentage increases in 
German export trade. Conversely, 
those that were least receptive to this 
arrangement revealed the smartest re- 
ductions in purchases from Germany. 
Thus, from $84,300,000 in 1930, Argen- 
tina’s purchases dropped to $43,500,000 
in 1938; Uruguay’s declined from $9,- 
200,000 to $7,100,000 in the same pe- 
riod, and Cuba’s from $6,100,000 to 
$4,700,000. 


Reasons for losses 


Some of the lines most affected by the 
decline in the value of Germany’s ex- 
ports to Argentina paralleled those in 
which England also suffered recessions. 
The losses, too, were in part due to the 
same causes, i.e., a less avid demand by 
the South American peoples for goods 
of all kinds, and the progress made in 
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local manufacturing in some of the 
countries during the years 1930 to 1938. 
This last was particularly true of the 
River Plate countries, and articles ad- 
versely affected included electrical sup- 
plies, wool and cotton piece goods, 
paper, iron and steel goods, and manu- 
factures of copper. 

The fall of the last two named may 
have been due in part to a growing 
reluctance on Germany’s part to permit 
exports of certain types of metals re- 
quired in her rearming activities. The 
fact that Argentina was rather exigent 
about the types and grades of mer- 
chandise which her importers would ac- 
cept in exchange for their commodities 
shipped to Germany may also have 
played some part in this, particularly 
in such lines as machine tools, optical 
goods, electrical supplies, machinery, 
and iron and steel wares, all of which 
revealed substantial declines from 1930 
to 1938, whereas in her trade with Bra- 
zil these items reflect almost equally 
wide gains. 

German locomotives, automobiles, 
and aircraft also registered large in- 
creases in German shipments to both 
Brazil and Argentina. The locomotive 
sales, which exceeded in value those of 
the English during 1938, also seem to 
contradict the trend shown by exports 
of this item by the latter since 1930, 
but the explanation lies in the fact of 
the gradually increasing share of Argen- 
tine imports of railway equipment for 
account of the State Railways. Ger- 
many’s unified trade and finance control 
under her personalized regime of gov- 
ernment enabled her to compete suc- 
cessfully for such business against the 
United Kingdom, which over twenty- 
five years has accounted for approxi- 
mately 62 per cent of Argentina’s im- 
ports of railway equipment, and against 
the United Staies and Belgium, which 
have in that time participated to the 
extent of about 11 per cent each, 
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Barter system 


The development of a system of bar- 
ter has been particularly advantageous 
to Germany in her dealings with the 
Latin American countries. Due to her 
ability and willingness to absorb or act 
as an intermediary for the sale of many 
of the raw products of which Latin 
America possessed an uncomfortable 
surplus, Germany was in a strong posi- 
tion to bargain on this barter basis with 
those countries. This the United States 
was loath and in many cases unable to 
do, and as a consequence German in- 
roads on Latin America’s import trade 
made remarkable progress from 1933 to 
the outbreak of the war. 

To counteract the effects of these tac- 
tics, at least in part, and to prevent 
further undermining of our trade posi- 
tion with Latin America, our Congress 
in 1934 adopted the Trade Agreements 
Act. Under its authorization trade 
agreements were negotiated with eleven 
of the twenty Latin American republics, 
and negotiations are now under way 
with another important one, Chile. To 
these countries went approximately 56 
per cent of our total exports to Latin 
America during 1938-39. In a way, 
these instruments constitute our re- 
sponse to the challenge of regimented 
action and personalized control of inter- 
national commerce, and statistics of 
United States foreign trade clearly in- 
dicate that these agreements have been 
accomplishing their purpose of expand- 
ing our mutual trade relations with 
Latin America. 


FRANCE, ITALY, AND BELGIUM Nor 
STRONG COMPETITORS 


The participation of France, Italy, 
and Belgium in the trade of Latin 
America is of long standing. It bas 
always been of a conventional pattern 
and based mainly on certain specialties 
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of the respective nations in the case of 
their exports. 


France 


The trend of French exports, consist- 
ing chiefly of iron and steel goods and 
machinery to the more industrialized 
countries of South America, and 
strongly supported by shipments to 
Latin America in general of so-called 
luxury items—soaps, medicines, silk 
goods, fine wines and liqueurs, per- 
fumes, and choice packaged foodstuffs 
—has been downward over the past 
twenty-five years. From a propcrtion- 
ate share of 8.32 per cent of Latin 
America’s total imports in 1913, repre- 
senting $110,000,000, France’s partici- 
pation had declined to 4.9 per cent in 
1930. In 1937, one of the most pros- 
perous years for the Latin American 
countries generally, French shipments 
amounted to only 2.9 per cent of their 
total purchases. The latest preliminary 
figures for 1939 indicate that the ex- 
ports of France to the twenty republics 
amcunted during that year to about 
$47.000,000, with Argentina, Brazil, 
and Mexico, in that order, being the 
leading customers. 


Italy 


Italy has never been a very important 
factor in Latin American trade, despite 
the important part played by her in the 
settlement and growth of the Argentine 
Republic and the influential status of 
her nationals and their descendants in 
Brazil, Peru, and several other coun- 
tries. Her participation in the foreign 
trade of the twenty republics in 1913 
amounted to only 3.4 per cent of the 
total, of which her exports represented 
$66,149,340 or 4.98 per cent, and her 
imports $30,928,580 or 1.99 per cent. 

In 1938 Italy’s exports to Latin 
America were valued at $44,000,000 or 
3.0 per cent of the total. The prelim- 
inary figures for 1939 portend a rather 
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substantial drop in the value of her 
exports to these countries. It seems 
likely that the final check of the sta- 
tistics from Latin America will show 
them to have amounted to not more 
than $30,000,000, and that the propor- 
tional share will fall below 2.5 per 
cent.* 

The main reason for this is the pro- 
nounced decline in Italy’s shipments to 
Argentina, which in 1939 totaled only 
$9,120,000, compared to $23,787,000 in 
1938, when Argentina took well over 
half of Italy’s total exports to Latin 
America. The comparatively small vol- 
ume of Argentine commodities pur- 
chased by Italy in 1938 (about $11,- 
000,000) persuaded the Argentines to 
place difficulties in the way of further 
imports of Italian products until their 
mutual trade was more nearly in bal- 
ance. Italian goods chiefly affected by 
the measures taken were cotton textiles, 
wool fabrics, various yarns of rayon, 
silk, and linen, and olive oil. 


Belgium 

Belgium’s competition for Latin 
America’s trade resulted in the sale to 
the twenty republics of her goods to 
the value of $52,438,000 in 1938, or 
3.57 per cent of their total purchases. 
Her export trade has been built around 
such lines as woolen fabrics, of which 
she produced some fine grades, cotton 
textiles, manufactures of iron and steel, 
and machinery lines, particularly loco- 
motives and other railway equipment. 

As in the case of Italy, the Argentine 
Republic was by far the best customer 
cf Belgium in 1938, taking products to 
the value of $22,187,000, or 42.3 per 
cent of the Belgian Kingdom’s entire ex- 
ports to Latin America. Brazil was the 
rext largest importer of her goods, re- 
ceiving $11,858,000 or 23 per cent, of 
which railway equipment, telephone ap- 


3 Subsequent compilations show $30,896,000 
or 2,3 per cent. 
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’ paratus, and various iron and steel man- 
ufactures were the principal items. The 
third most impor-ant customer was Ven- 
ezuela, with purchases in 1938 valued 
at $7,095,000, the main items of which 
were machinery, textiles, steel tubing, 
and cement. 


JAPANESE COMPETITION 
OVEREMPHASIZED 


Japanese trade prospects in Latin 
America have been publicized in this 
country far beyond their true impor- 
tance. Prior to the World War Japan’s 
shipments to the Latin American re- 
publics were only a small fraction of 1 
per cent, while her purchases amounted 
to an even smaller fraction. By 1930 
her total exports to the twenty republics 
had hardly attained to 1 per cent of 
their total value, and imports continued 
to lag to an even greater degree. 

Among Japan’s best customers in 
Latin America may be numbered Argen- 
tina, Cuba, and Chile, with imports in 
1930 valued at $3,977,000, $1,397,000, 
and $1,369,000, respectively. Unim- 
pressive as are these figures, the relative 
proportion to the total imports of the 
countries concerred is even less signifi- 
cant, the total of $6,743,000 represent- 
ing less than 0.7 per cent of the $949,- 
804,000 value of total imports of those 
three nations in that year. 

Japan made her best relative showing 
in her exports to Latin America in 1935, 
when her proportion of the total imports 
rose to 3.7 per cent, equaling that of 
France and surpassing Italy’s 2.6 per 
cent. However, 1937 was the peak year 
in the actual dollar value of Japanese 
exports to Latin America, when, due to 
a generally high degree of prosperity, 
the twenty republics imported fairly 
substantial amounts of Japan’s low-cost 
cotton piece goods, silk fabrics and man- 
ufactures, ceramics, drugs and chemi- 
cals, incandescent lamps, canned food- 
stuffs, and other commodities. The 
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importance of the cotton piece goods 
line is indicated by the fact that of Ar- 
gentina’s imports during 1935 from 
Japan of $12,230,000, some $8,433,000 
corresponded to that article alone.* 

In 1938, the last year for which full 
statistics are available, Japanese exports 
to the twenty republics showed a reces- 
sion to a value of $38,000,000, although 
owing to a general diminution of for- 
eign trade in those countries her propor- 
tional share remained at 2.7 per cent, 
the same as in 1937. 

In general, Japan’s trade with Latin 
America depends less on her capital in- 
vestments there than on other factors, 
such as the settlement of her nationals 
in favorable regions of several Latin 
American nations, the native energy of 
her trade representatives, and her abil- 
ity to produce certain goods at attrac- 
tively low prices. The last-named ad- 
vantage has depended partly on a 
depreciating currency, and ‘for that rea- 
son may not be counted upon indefi- 
nitely. 

Recently, however, Japan has been 
making more intensive efforts to culti- 
vate the trade possibilities of the Latin 
American republics. In January of the 
present year an Argentine trade mission 
visited Tokyo and negotiated a trade 
agreement designed to further the com- 
mercial relations between the two na- 
tions. A friendly gesture to Brazil, 
Japan’s second best customer in Latin 
America, was indicated in the selection 
of Rio de Janeiro as the meeting place 
in May of this year for a conference of 
Japanese diplomats which was expected 
to result in an agreement with the Bra- 
zilian Government for closer trade rela- 
tions. Japanese publicity in connection 
with the conference pointed out that 
imports into Japan from Brazil in 1939 
represented 60 per cent of Japan’s total 
import trade with Latin America, and 
that exporis from the Island Kingdom 

4 Japanese Government trade figures. 
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to Brazil accounted for only 15 per cent 
of her export trade with that region. It 
was suggested that Japan would en- 
deavor to augment its purchases of Bra- 
zilian cotton while increasing its exports 
of manufactured products to Brazil. A 
large colony of Japanese settlers in and 
around São Paulo and in the upper Am- 
azon region should lend hopes of mod- 
erate success in these aspirations. 


INDUSTRIALIZATION AFFECTS OUR 
TRADE 


The characteristics of cur export trade 
with Latin America over the last twenty 
years evidence the trend toward indus- 
trialization in many of the countries of 
the region, particularly in South Amer- 
ica. In 1923 our exports consisted of 
foodstuffs, clothing, and so-called con- 
sumer goods in general, to the extent of 
nearly 40 per cent. Today equivalent 
groupings of exports represent only 
about 21.5 per cent. On the other 
hand, our shipments of processing and 
extractive machinery, coal, tin plate, 
iron and steel, chemical products, and 
similar commodities, used mainly in 
manufacturing or other industries, have 
assumed a steadily increasing impor- 
tance in relation to our total exports to 
those nations. In 1923 our exports of 
these types represented only about 37 


all 


‘Tur ANNALS OF THE AMERICAN ACADEMY 


per cent of the total, whereas the ratio 
has risen to about 60 per cent at the 
present time. Countries which twenty- 
five years ago were still buying from us 
sizable quantities of textiles, wearing 
apparel, glassware, leather goods, paper 
products, tires, and hundreds of similar 
articles are now manufacturing a high 
proportion of their own requirements for 
these goods, and we are selling them the 
machinery and other equipment and 
semifinished products with which to 
make them. 

Thus, while this industrializing of 
Latin American countries has cost us 
some of our former markets for finished 
consumer goods, it has more than com- 
pensated our exporters through pur- 
chases of the heavier machinery and 
“findings” which enter into their 
broader productive economy. 

It may fairly be said that our collab- 
oration toward the building of greater 
industrial independence on the part of 
the Latin American nations will be the 
touchstone of our future trade relations 
with them. Regardless of what course 
the other harassed and war-ridden na- 
tions of the world may pursue, our abil- 
ity to gain their confidence and better 
serve their needs to this end will be the 
measure of our future success in that 
great section of our hemisphere. 


Lew B. Clark is Chief of the Latin American Section 
of the Division of Regional Information of the Bureau 
of Foreign and Domestic Commerce, Washington, 
D. C. He was formerly Commercial Attaché at 
Montevideo, and served the Department of Commerce 
in various posts in Peru, Argentina, and Uruguay, and 
the Insular Affairs Bureau in the Philippine Islands. 


Our Latin American Trade Faces Financial Difficulties 


By W. T. Moran 
Written July 17, 1940 


INCE the ccmmencement of the 

World War of 1914-18—when 
present-day restrictions on foreign trade 
and foreign exchange were undreamed 
of—trade between the United States 
and Latin America has passed through 
several distinct phases. Before 1914, 
trade between the two great areas 
moved in generally tranquil fashion 
along well-established channels devel- 
oped by years of experience and familiar 
contact. Predominantly agricultural 
and raw-material-producing countries, 
the Latin American nations were ac- 
customed to look to Europe and to the 
United States for supplies of capital and 
manufactured goods, giving in return 
the primary products of their fields, 
their ranges, and their mines. Where 
balances between these countries and 
Europe and the United States failed to 
equalize directly, they were readily set- 
tled in triangular transactions in the ex- 
change markets, since funds were freely 
transferable and credits accumulated in 
one country could be readily used to 
offset debits built up in others. 


FOLLOWING THE GREAT WAR 


The Great War changed all this, and 
economic relations between the United 
States and Latin America entered upon 
their first change. Shut off by the war 
from their usual European sources of 
supply, the countries to the south 
turned to us more than ever before for 
manufactured articles, both essentials 
and luxuries. With high prices for 
Latin American products giving en- 
hanced purchasing power, orders came 
pouring in direct to our manufacturers, 
who hurriedly and often haphazardly 
opened export departments to meet this 
unprecedented demand. 
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To express it in figures, in 1913 the 
twenty Latin American republics bought 
from us about $327,000,000 worth of 
goods, or about one-fourth of their total 
imports of $1,326,000,000. By 1918 
their imports from the United States ex- 
panded to $793,000,000, or over one- 
half of their total imports of $1,549,- 
000,000. In 1919, when we sold them 
over one billion dollars’ worth of our 
products, our proportion in their im- 
ports became even greater. Wholesalers 
and manufacturers abroad, in their 
haste to order, went over and around 
their local commission men through 
whom they had always bought. Thou- 
sands of our manufacturers for the first 
time came into direct selling relation- 
ship with thousands of Latin American 
importers. 

Active as was this trade during the 
war, it was handicapped by the shortage 
of ships and other wartime difficulties in 
getting deliveries of goods. As a result, 
the war’s termination in 1918 released 
a huge pent-up demand that culminated 
in a short-lived postwar boom and paved 
the way for the collapse of 1920 and a 
second phase of United States-Latin 
American trade relations. Responsibil- 
ity for this unfortunate experience can- 
not be placed on any one group. It 
was the sequel to an epoch when the 
belligerent and nonbelligerent world 
came to us to supply their needs, 
whereas our manufacturing capacity up 
to 1914 had been developed almost 
wholly to meet our own needs only. 
Peace, with its release of war demands, 
made supplies more readily available 
and delivery more rapid. Thus supply 
outstripped demand, prices collapsed, 
and Latin American importers found 
themselves receiving belated deliveries 
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of products contracted for at wartime 
costs. Heavy losses and bankruptcies 
were followed by several years of liqui- 
dation and readjustment. 

The third period of recent export his- 
tory was in the twenties. Industrial 
activity here created a demand for Latin 
American primary products. American 
loans financed reconstruction in Europe, 
which in turn resulted in a renewed need 
for Latin American raw materials. 
This, together with our direct loans to 
Latin American countries, enormously 
enhanced the buying power of those 
countries, with the result that their im- 
ports from us nearly doubled between 
1922 and 1929. 

The collapse of commodity and finan- 
cial markets in 1929 and 1930 ushered 
in a fourth phase of our relations with 
Latin America. ` Because of the fall of 
prices and the curtailment of export 
outlets, these countries, in common 
with many other raw-material-produc- 
ing countries, found themselves facing 
acute exchange shortages, necessitating 
drastic control measures. ‘Thus it is 
that from 1930 onward most of the 
Central and South American countries 
have been restricting by licenses either 
the volume of imports or the payment 
of imports, or both, in an endeavor to 
keep foreign payments and receipts in 
balance. In this period most of these 
countries suspended service, in whole or 
in part, on their foreign debt. 

Our exports to the twenty Latin 
American republics declined from the 
total value of $913,000,000 in 1929 to 
$195,000,000 in 1932. Subsequently 
our Latin American sales expanded 
again to $495,000,000 in 1938 and 
$569,000,000 in 1939. The reasons 


why our trade never recovered to the . 


1929 level were lower prices, greater 
ability of Latin American countries to 
supply their needs as a result of their 
growing industrialization, and, finally, 
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their failure to obtain free exchange for 
their export products. 

It was during the period 1930 to 1939 
that the shortage of free international 
exchange caused certain European, prin- 
cipally Central European, countries to 
depart from the orthodox policy of 
multilateral trade to that of bilateral 
trade operated by the medieval method 
of barter or by a modern refinement 
known as “exchange clearings” or “com- 
pensation” arrangements. Barter deals 
with Latin American countries assured 
Germany of the necessary raw materials 
and food products without the use of 
foreign exchange or gold. Credit bal- 
ances in Germany, which became the 
chief medium of barter, were limited to 
use within Germany, and often the na- 
ture of the German products to be bar- 
tered was restricted to articles which 
used the least amount of foreign mate- 
rial. 

To push sales, Germany quoted prices 
averaging 20 per cent less than those 
quoted by our own exporters, and dis- 
placed us on many standard lines for 
which we had been long the source of 
supply. Underquoting was possible be- 
cause of government subsidies to Ger- 
man exporters, supplied for the purpose 
of both sustaining employment at home 
and creating funds with which to buy 
raw materials abroad. As further in- 
ducement to the Latin American coun- 
tries to sell primary products on the 
basis of restricted marks, Germany 
usually paid higher than world market 
prices. By such methods Germany in- 
creased the value of her Latin American 
sales by 178 per cent and her purchases 
by 92 per cent in the five-year period 
from 1932 to 1937. 


EFFECTS OF THE PRESENT WAR 
The outbreak of hostilities in Septem- 
ber 1939 has introduced a new phase in 
Latin American trade relations, marked 
by new problems and complexities. In- 
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fluenced by what happened in the World 
War, first impressions in this country 
were inclined to %e overly optimistic as 
to the amount of Latin American busi- 
ness that would be diverted from Eu- 
rope to the United States. As a matter 
of fact, orders did indeed arrive from 
old and new customers in the Latin 
American republics, for two reasons: 
first, because of a heavy demand for 
such articles as iron, steel, rolling stock, 
machinery, chemicals, and the like, for- 
merly received from Europe but now 
cut off, in part at least, by the war; and, 
second, because of a somewhat panicky 
inventory stocking of standard con- 
sumption goods of which we have long 
been the important supplier. 

However, Latin American importers 
soon saw that the precedents of the last 
war were not a reliable guide in this one. 
For one thing, it was realized that pro- 
ductive power in all countries is much 
higher today than in the last war. 
Thus, after the first feverish buying, the 
rush to build up inventories ceased, and 
demand for consumers’ goods returned 
to normal. Moreover, it became in- 
creasingly evident that although Ger- 
many was cut off, England, with the 
first shock of the war over, would strive 
not only to serve its former customers 
but even to increase its trade. 

To finance extraordinary war pur- 
chases, it became the avowed intention 
of Great Britain and France to push 
exports, while restricting imports to es- 
sentials. As one method of conserving 
foreign exchange, England adopted the 
policy in the Latin American countries, 
where the trade position permitted, of 
insisting that the pounds sterling aris- 
ing out of Latin American exports be 
blocked and earmarked for use in Eng- 
land only. This was particularly true 
in Argentina anc Uruguay, where war 
purchases of meat and meat products 
gave those countries abnormally large 
sterling balances; and as the war pro- 
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gressed payment was made in blocked 
sterling for Chilean wool and Brazilian 
meat, while negotiations for similar ar- 
rangements were understood to have 
been entered into with Venezuela and 
other countries. In the case of Argen- 
tina, however, difficulties arose when, 
in spite of efforts at “business as usual,” 
England was unable to maintain the 
usual flow of manufactures. With the 
United States the chief supplier, Argen- 
tina found herself long of blocked 
pounds sterling and short of sufficient 
United States dollars to keep up her 
American imports. It was this situation 
that prompted her in June 1940 to bor- 
row $20,000,000 from the Export- 
Import Bank of Washington. 


EXCHANGE RESTRICTIONS 


Latin American exchange restrictions 
have taken various forms, including 
quantitative control of imports accom- 
panied by licensing of exchange sales, 
as in Argentina, and unrestricted im- 
ports along with requirement of ex- 
change’ permits, as in Brazil. Ar- 
gentina early adopted the policy of 
allotting exchange to exporting countries 
in proportion to the amount created by 
their purchases of Argentine products. 
The device of two exchange markets, 
one “official” and one “free,” permitted 
the authorities to designate the market 
in which exchange must be bought for 
a given import item. “Free” exchange 
costs the importer more than does the 
“official.” In allotting exchange for the 
payment of our exports, the amounts 
payable to service the Governments’ 
dollar debts are first deducted by both 
Argentina and Uruguay from the total 
available. Colombia, Costa Rica, and 
Bolivia have divided imports into cate- 
gories of importance, and specify the 
order of preference in allotting the 
available exchange. All restricting 
countries pursue the policy of giving 
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preference to essentials, but in most 
cases the term “essentials” is elastic. 
At the time of writing, Peru in South 
America, Salvador and Panama in Cen- 
tral America, Mexico, and the West In- 
dian republics are the only Latin Ameri- 
can countries that have been free from 
prohibitive restrictions on both imports 
and exchange. Venezuela up until 
March had avoided trade and exchange 
control, but an order issued at that time 


calls for exchange preference in favor - 


of imports of merchandise. Other forms 
of remittance require special permits. 
Colombia and Costa Rica and Ecuador 
tightened their regulations after the 
present European war began. 


EFFECTS ON SPECIFIC COUNTRIES 


The European conflict affected the 
trade of the Latin American republics 
in varying degree. In the sugar-produc- 
ing countries of the West Indies great 
hopes of prosperity from war buying 
failed to materialize, and after a sudden 
and brief rise, prices dropped to levels 
existing before the war started. Vene- 
zuela and Colombia—particularly Vene- 
zuela—had several years of prosperity 
resulting from the large investments of 
foreign-owned oil companies; and the 
war, it was thought, would bring an 
increased demand for petroleum. In- 
stead, storage tanks became filled to 
overflowing, and the oil companies 
greatly reduced their sale of foreign 
exchange. The reason was that Euro- 
pean countries were rationing gasoline, 
and, contrary to expectations, contin- 
ued, until the entry of Italy into the 
war, to secure their oil through the 
Mediterranean from the Near East 
fields and from Rumania. Moreover, 
Germany, on a barter basis, had been 
taking some $10,000,000 worth of Vene- 
zuelan products—chiefly coffee and co- 
coa—each year. With the German mar- 
ket closed, those products required new 
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markets which could be found only 
slowly. 

While oil is a factor, Colombia’s chief 
economy is based on coffee. The clos- 
ing of the German market brought a 
price decline of three cents a pound in 
coffee. The soft-coffee-growing coun- 
tries—the Central American countries 
and Colombia—had to offer to the 
United States what had formerly gone 
to Germany, and prices weakened. By 
May 1940 the price was down a further 
two cents a pound as a result of the 
closing of the Scandinavian and other 
European markets. Every time coffee 
goes down a cent a pound, Colombia 
loses some five million dollars of foreign 
exchange calculated on an annual basis. 
Payments covering our exports to Co- 
lombia became past due from one to 
four months depending on the category 
in which they fell. To take care of 
some of the more essential imports, Co- 
lombia borrowed $8,000,000 from the 
Export-Import Bank in June and re- 
stricted nonessential imports to a mini- 
mum. 

In the World War of 1914-18 the 
metal-producing countries of Mexico, 
Peru, and Chile benefited greatly from 
shipments of copper and other nonfer- 
rous metals to the Allies. Since then, 
Empire production in Canada and South 
Africa has been enormously increased. 
When war started, in September 1939, 
England immediately adopted a policy 
of Empire preference in ordering raw 
materials. Therefore, not only did 
Mexico fail to gain in metal exports, but 
because of the confiscation of foreign- 
owned oil properties the exports of oil 
decreased and new capital ceased to 
enter the country. However, Mexico 
continues to receive exchange from the 
sale of silver in this country, and has 
a rising income from foreign tourists, 
now estimated at some $3,000,000 per 
month. 

For Chile, the blockade of Germany 
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meant the loss of a market for almost 
$15,000,000 per annum of agricultural 
and miscellaneous products; and the de- 
velopment of new markets has proved 
difficult. Meanwhile, as with all the 
other South and Central American coun- 
tries, products which formerly were 
bought from Germany on a barter basis 
had to be paid for in free international 
exchange—mainly dollars. Thus im- 
ports, unless very necessary, had to be 
restricted. 

Brazil, a currently and potentially 
large market for American goods, felt 
an increased demand for several prod- 
ucts—chiefly manganese—when the war 
started. After some months of relative 
prosperity, the loss of Scandinavian and 
other European markets proved serious 
to the foreign exchange supply. An 
adverse trade balance developed. The 
sale of the $62,000,000 exportable cot- 
ton surplus became slow and uncertain. 
Coffee shipments fell in price and vol- 
ume. Whereas for years Brazil had had 
a favorable trade balance of some three 
or four million dollars per month in its 
trade with the United States, an adverse 
situation now arcse. To some extent 
this deficit balance was supposedly off- 
set by the alleged entry of fugitive capi- 
tal from Europe, tut the extremely easy 
exchange position no longer prevailed. 

Just as the figures covering our total 
exports have been misleading of late in 
that the principal increases are in a 
limited number of articles, such as steel 
products, nonferrous metals, chemicals, 
aircraft, and machine tools, so the fig- 
ures of increased exports to Latin Amer- 
ica give a false picture. On the whole, 
the increase for the six months begin- 
ning September 1539 was $128,000,000 
over the corresponding period a year 
before, or 54 per cent. This represents 
an annual rate of exports of about 
$730,000,000, as compared with the ac- 
tual exports in tke full year 1939 of 
$569,000,000, But by far the largest 
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portion of this increase was in products 
which formerly came from Europe and 
which are likely to come again from 
there if conditions and new trading poli- 
cies permit. These increases more than 
offset decreases in our usual trade. 


Ways TO CREATE FUNDS 


Most Latin American countries have 
a preference for American goods. They 
like American quality and styling, but 
the dollar funds with which to pay have 
been scarce continually since 1930. 
Greater trade could be developed to our 
mutual advantage, but obviously, com- 
petitive prices and the ability or inabil- 
ity of those countries to create more 
dollar funds will dictate developments. 
The various ways by which such funds 
could be created are as follows: 

1. Larger imports by the United 
States or by other countries with un- 
restricted currencies. The great diffi- 
culty in bringing about a greater import 
of products from Latin American coun- 
tries is that so many of their chief 
products are competitive with our own. 
However, efforts are being made by the 
Government and by private enterprise 
to find new products that can be im- 
ported without injury to our own in- 
dustry and agriculture. One possibility 
is that of developing in Latin America 
either substitutes for, or new supplies 
of, products which we have been buying 
in the Far East and in other distant 
countries where there is greater danger 
from war and other interference with 
trade movements. Many of our im- 
ports, including some that may be clas- 
sified as essential for defense, come from 
the Far East almost exclusively. The 
Latin American supply of such articles 
can be augmented; but to attract pri- 
vate capital, some such stimulus as spe- 
cial tariff concessions might be required. 
Such products as tin, rubber, fibers, 
palm tree oils, camphor, cinchona, ipe- 
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cac, and spices are the most likely 
prospects. 

2. Larger investments of American 
capital. Such investments are con- 
stantly going on, but not on a large 
scale except in oil development in Vene- 
zuela and Colombia. Other investments 
are going into branch plants. Since 
high tariffs promote local industries, for- 
eign industries in such instances must 
manufacture behind the tariff walls or 
lose their markets. 

3. Production and export of gold—as 
long as we continue a buyer. The ma- 
jority of the countries under considera- 
tion produce some gold, and of late 
years this has been an important source 
of exchange for some of them. Last 
year’s production in Mexico—the larg- 
est—was $33,000,000; Colombia $20,- 
000,000; Chile $11,000,000; Peru $9,- 
000,000; Brazil $6,000,000. For the 
other countries the production is rela- 
tively small but individually important. 

4. Long-term Government borrowing 
in dollars. The American financial mar- 
kets probably could not absorb such 
loans, even though the Latin American 
countries were interested. 

5. Short-term or “intermediate” locns. 
Included in this category are loans for 
local development work and for the pur- 
chase of American necessities such as 
road-building machinery; also short- 
term (but longer than can be carried 
by commercial banks) or “intermedi- 
ate” financing of sales by American ex- 
porters of such heavy goods zs machin- 
ery and rolling stock. A considerable 
amount of both types of financing has 
been done, and more might be expected. 
Such loans increase exports temporarily, 
but leave the Latin American countries 
under the necessity of finding the dollar 
exchange with which to meet the pay- 
ments as they fall due. Generally 
speaking, such financing does not create 
new sources of exchange supply, though 
this statement needs some qualification 


THE ANNALS OF THE AMERICAN ACADEMY 


in the case of highway and railway de- 
velopment, which permits movement of 
additional commodities to the seaboard 
and thus adds indirectly to the sources 
of foreign exchange. The danger in a 
lending policy, unless carefully safe- 
guarded, is that it will only lead to in- 
creased imports on the part of the bor- 
rowers, and eventually complicate their 
exchange problems still further. 


A Basic CONSIDERATION 


A consideration basic to these alter- 
natives is that Europe has been the big 
market for most South American prod- 
ucts. In 1938 the ten South American 
countries combined had exports of 
$665,000,000 to all Europe, including 
the United Kingdom, against $267,000,- 
000 to the United States. As a group 
they had an unfavorable trade balance 
with us of $46,000,000, which was paid 
in part from the proceeds of their fa- 
vorable trade balance of $85,000,000 
with Europe. It would seem clear, 
therefore, that the major possibilities of 
developing closer trade relations with 
these countries lie in our finding ways 
to make increased purchases of their 
noncompeting products. 

It is against this background that the 
position of Latin America in the defense 
program and such proposals as the 
Inter-American Bank, or the general 
plan for a corporation or cartel for the 
purchase of South American products, 
must be judged. The conclusions which 
naturally present themselves from the 
foregoing as bearing on these immediate 
problems are, first, that we are dealing 
with Latin America not as a single unit 
but as twenty separate countries, each 
with its own peculiar and individual 
problems, each with its own specific 
commodities, and no over-all solution 
adapts itself readily to this great vari- 
ety; and, second, that there is no quick 
and easy method by which solutions 
may be found. 


Our LATIN AMERICAN TRADE FACES FINANCIAL DIFFICULTIES 


THE SOLUTION 


The real solution can be arrived at 
only through years of patient, careful, 
sympathetic efforts on the part of all. 
Above all, it is necessary to establish 
additional points of contact and closer 
relationships with the South American 
countries. The program of increased 
cultural relations, with the exchange of 
students and teachers, the encouraging 
of financial understanding through con- 
tacts between the central banks of South 
America and our own Federal Reserve 
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system, the continued commercial rela- 
tionships in banking and business con- 
ducted on the part of the United States 
interests by men who are willing to 
make business with South America a 
career—all represent avenues of ap- 
proach that need to be further explored. 
This, of course, will take time, and 
meanwhile there are and will be emer- 
gency situations to be met which may 
require emergency cures; but the impor- 
tant thing is to recognize that such 
measures are temporary and are no 
substitutes for the longer-term efforts. 


William T. Moran is assistant vice-president of the 
National City Bank of New York, with which he has 
been connected since 1915. He has spent many years 
in the West Indies and in South American countries 
in various official capacities, and is now in the Foreign 
Division of the Bank, in New York City. He is Di- 
rector of the American-Brazilian Association; a di- 
rector of the Inter-American Arbitration Commission; 
a National Councillor for the American Chamber of 
Commerce of São Paulo, Brazil; and a member of 
the Inter-American Relations Committee of the Na- 
tional Foreign Trade Council. 


Cultural Relations with Latin America 


By SAMUEL Guy INMAN 
Written June 26, 1940 


HE close relations between the 

United States and Latin America 
at present are due to a common danger 
which all feel threatening them from 
Europe and Asia. Besides that, we are 
naturally drawn together because of 
certain geographical, economic, and po- 
litical facts. We all live in a new world 
with our greatest development lying 
ahead. Having both temperate and 
tropical zones, we have a complemen- 
tary economy. We all have the republi- 
can form of government, which we es- 
tablished in the same way by revolting 
from Europe, the continent of our com- 
mon origin. Likewise, all are deter- 
mined to defend the American way of 
life from foreign encroachments. These 
basic facts provide strong elements for 
the building of continental solidarity. 
But the element of understanding, with 
north and south being simpatico to each 
other, is still the elusive ingredient. 
For the fundamentals of such under- 
standing, we need to search with re- 
newed efforts. 


Two Ways or CONDUCTING 
INTERNATIONAL BUSINESS 


When the late Dwight Morrow un- 
dertook his mission to Mexico, the Mex- 
ican and United States Governments 
were seemingly in complete antagonism. 
His first effort was to find out for him- 
self why the Mexicans thought as they 
thought and acted as they acted. Be- 
fore starting to Mexico, he confided to 
a friend, “I do not know what I shall 
do. But one thing I do know—I am 
going to like the Mexicans.” On ar- 
rival in Mexico Mr. Morrow had the 
sign on his official residence changed 
from “American Embassy” to “Em- 
bassy of the United States of America.” 


This was a little thing, but it showed his 
appreciation of the feeling of the Mexi- 
cans, the Argentines, and other residents 
of the New World that they, too, are 
Americans. The atmosphere created by 
his understanding and friendly attitude 
enabled the Ambassador to adjust the 
difficult questions at issue and finally 
bring both sides to agreement. 

If Mr. Morrow showed how to get 
the best results in dealing with the Mex- 
icans, the foreign petroleum interests 
have demonstrated how to get the worst 
results. Leaving out entirely the ques- 
tion of the justice of their claims, there 
is no doubt that the owners of petro- 
leum have been their own worst enemies 
in dealing with the Mexicans. They 
have violated every rule of diplomacy, 
every sensitivity of the Mexican people. 
Threat of force—which is the one thing 
that arouses all the stubbornness of 
both Indian and Spanish blood—has 
united the whole nation solidly against 
those who use this threat. Economic 
pressure, like military force, makes the 
Mexican grit his teeth, tighten his belt, 
and get ready to go down to destruction 
—pulling his enemy along with him. 

The petroleum interests may have 
damaged Mexico tremendously, driving 
her peso down six to one, keeping tour- 
ists away by skillful propaganda, de- 
priving her merchants of exchange for 
purchase of foreign goods, and prevent- 
ing the sale of Mexican oil in other 
lands. But they have defeated their 
purpose of securing the return of their 
wells. They have also created such a 
mass psychology in Mexico that even 
if foreign owners should again possess 
zhe wells, they could not handle the 
labor or guarantee the safety of such 


high-explosive property. 
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CULTURAL RELATIONS WITH LATIN AMERICA 


ANGLO-SAKONS AND LATIN AMERICANS 
CONTRASTED 


The Americas of the north and of 
the south approach life from different 
angles, they are attracted by different 
rewards, they are persuaded by different 
arguments. One would almost say that 
every person who wants to appreciate 
the southern viewpoint should begin by 
the appreciation of Don Quixote. That 
means recognizing Don Quixote as a 
hero—not as a crazy fellow whose antics 
are amusing. He is the greatest of all 
heroes precisely because he did such 
crazy things. He attacked windmills 
for idealistic purposes. 

Nothing is more insulting to Don 
Quixote than to refuse to take him se- 
riously. Poverty is quite acceptable, as 
long as there is dignity. Dignidad is the 
most precious possession of either the 
prince or the peon. Just as the person 
with dignity, whatever else his state, 
stands high among his fellows, so the 
one who loses it Icses such respect. The 
insulting epithet that will bring on a 
fight in Latin America may seem to the 
Anglo-Saxon of little consequence. But 
to the Latin American, to have Jost 
one’s self-respect, one’s pride, the cour- 
age to strike back in order to protect 
one’s dignity—that is to have sunk be- 
low the level of a criminal! 

No diplomat cr business man who 
fails to appreciate the dignidad, national 
or personal, in dealing with Latin Amer- 
ica, will be successful. This character- 
istic of our southern neighbors is the 
reason they have been especially of- 
fended by our interventions in their na- 
tional life. No amount of road build- 
ing, free clinics, and budget-balancing 
will ever reconcile them to being igno- 
miniously insulted by trampling on their 
national dignity. 

It is naturally difficult for the Latin 
American to appreciate to its full the 
“business civilization” and the domi- 
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nant position of the “business man” in 
the north. In fact, there is no satis- 
factory translation in Spanish of the 
dominating influence in North Ameri- 
can life of the “business man.” There 
are merchants, bankers, agents, and so 
forth, but the term hombre de negocios 
(man of business) describes no impor- 
tant class of citizens in the south, be- 
cause the concept itself does not exist. 

On the other hand, sentiment, philos- 
ophy, poetry, are prominent in the Latin 
American makeup. Fresh in my mem- 
ory is an incident which happened at 
the Eighth American Scientific Con- 
gress, meeting in Washington in May 
1940. Meeting a Latin American dele- 
gate who did not have his name on the 
card which was a part of the delegate’s 
badge, I inquired the reason. He re- 
plied: “Well, this badge is so beautiful, 
with the Washington Monument, the 
flags of the twenty-one republics, and 
other decorations; so it seemed a pity 
to have my name typed by a machine 
appearing with all this beauty. So I 
am going to write my name in longhand 
and then put it back on the badge.” 

Commercial relations with people of 
that kind will mean something more 
than a rush into their presence, a hur- 
ried showing of samples, and a high- 
pressure argument for signing on the 
dotted line. 


CULTURAL EXCHANGE SHOULD FACE 
PROBLEMS 


Cultural exchange is usually under- 
stood to apply to the educational and 
artistic world. But if such exchange is 
to aid in such important matters as ex- 
change in trade, in defense, and in gov- 
ernment, participants in these move- 
ments must get into the heart of present 
problems. Three of these questions 
have to do with the place of democracy, 
the place of social reform, and the place 
of foreign capital in Latin America, 
Our study of Latin American culture 
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should be organized not simply to give 
us an appreciation of Latin American 
literature, art, and history, but to fur- 
nish some bases for appraising the three 
problems just enumerated. 


PLACE oF DEMOCRACY 


It is the fashion today to make much 
of dictatorships in Latin American coun- 
tries and therefore to connect these with 
dictatorships in Europe. This seems to 
the author to be unfair. No American 
ruler today can be shown to be in part- 
nership with a totalitarian state. All 
Latin American countries on becoming 
independent declared themselves repub- 
lics. They have been struggling against 
great odds to attain this status; but 
strong central government is necessary 
where education and political experience 
are lacking. Yet Latin American coun- 
tries are becoming more and more dem- 
ocratic as education for the masses pro- 
gresses. Racial and social democracy 
interests them more than does political 
democracy as practiced in the United 
States. They need to develop their own 
type of government rather than to imi- 
tate another. We need to Jearn how 
different is their experience, their eco- 
nomic and social life, and their psy- 
chology from our own, in order to judge 
their devotion to democracy. There is 
no better way to drive Latin American 
countries into alien loyalties than to 
continue to ignore their real problems 
and accomplishments and insist that 
they are our enemies and fascism’s 
friends. 

In this battle of ideologies it is as 
important for friends of liberty to rec- 
ognize their own strength as it is to 
count that of the opponent. Many 
times it has seemed that democracy in 
Latin America was defeated. But as in 
the victory of the republican Juárez over 
the Emperor Maximilien, and as in the 
establishment of the Brazilian Republic 
in spite of its displacing such a benevo- 
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lent regime as that of Emperor Dom 
Pedro I, republican principles have tri- 
umphed over and over again. So in the 
struggle today, forces are battling for 
liberty and democracy that give hope 
that the solid bloc of twenty-one repub- 
lics—the largest in the world—will not 
be broken. 

In the first place, the basic economic 
and ideological conditions in Latin 
American countries do not lend them- 
selves to the development of fascism. 
That form of government has been 
adopted by the countries that are over- 
crowded, lacking in the basic raw mate- 
rials, and needing more territory for 
their rapidly expanding development. 
But Latin American countries are 
sparsely settled and have no ambition 
for large new territories, but on the 
other hand need liberal policies that will 
attract increased population from the 
outside. They possess many of the raw 
materials that they need, and are able 
to secure the others easily in open 
nearby markets, in exchange for native 
products. What could they expect from 
a close political unity with bankrupt 
countries like Germany, Italy, or Japan, 
other than feeding their expansionist 
programs? 

It is this realization that any tie-up 
with outside fascism would mean loss 
rather than gain, that is causing Chilean 
newspapers, Salvadoran school teach- 
ers, Mexican labor leaders, Brazilian in- 
tellectuals, Argentine politicians, and 
distinguished statesmen of various na- 
tions openly to warn their people that 
they must awaken from their apathy 
and face these rival political philoso- 
phies. As El Mercurio of Santiago puts 
it: “Democracy must be protected at 
any price before it is too late.” 

It would be both foolish and dan- 
gerous to underestimate the difficulties 
which Latin America faces in develop- 
ing democracy, opposed by the strong 
efforts made by Germany to undermine 
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the unity of the American republics. 
But a better understanding by the 
United States of the “American spirit” 
in which our southern neighbors glory 
is of great importance. 


SocraL REFORM 


Rare is the citizen of the United 
States who understands anything about 
the fundamental social situation and the 
program for its correction represented 
by the Apra movement in Peru, the la- 
bor government in Mexico, the Aguirre 
administration in Chile, or the liberal 
party in Colombia. Usually, the north- 
erner who condemns most severely the 
backwardness of these countries is the 
one who likewise condemns any effective 
efforts to change these conditions. 

This might be natural for those 
whose investments in the southern coun- 
tries will be hurt by social reforms, but 
even the general public in the United 
States, having nothing financially at 
stake, is likely to take the same illogical 
attitude. This is because our public has 
nothing but its prejudices with which 
to judge the situation. The only way 
to persuade people to abandon the posi- 
tion of snubbing Latin America because 
of its backwardness and then condemn- 
ing it as going totalitarian when it 
moves to correct abuses, is to help such 
people to acquire a real understanding 
of the terrific social problems which 
Latin America faces. The promotion of 
plans for extending such knowledge 
would be real cultural exchange. 


Foreicn CAPITAL 


In no realm is there more fundamen- 
tal misunderstanding between North 
and South America than concerning the 
place of foreign capital. The advanced 
Indian civilizations had common owner- 
ship of property, and in countries like 
Mexico the ejido, or common land be- 
longing to the community at large, is a 
fundamental conception of social jus- 
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tice. The old Spanish law, recognized 
likewise in Latin America, insists that 
all subsoil is the property of the nation. 
Traditionally, governments in the south 
are likely co do many things that are 
left to private initiative in the United 
States. An understanding of some of 
these differences would aid our business 
men and government officials. 

Another major consideration is the 
fact that in no other great section of 
the world are commercial and financial 
interests so completely in the control of 
foreigners as in Latin America, From 
the early days of the republics, com- 
merce began to drift into the hands of 
foreigners—a natural outcome of a 
feudal system in which the aristocrat 
despises trade. Countries like England 
and the United States may honor the 
business man, and even Japan may 
make a place for the merchant class in 
its new economic order; but the Latin 
American’s prejudice against engaging 
in trade allows the foreigner to manu- 
facture the needed commodities and 
then come to Latin America to sell 
them. These foreign products are 
brought to the country in foreign ships, 
hauled to cheir destination on foreign- 
owned railroads or trucks, and usually 
sold by foreign tradesmen. Likewise, 
the foreigner has received concessions 
to work the mines, to cut the timber, 
and to cultivate great farms, the prod- 
ucts of which leave the country by 
foreign-owned transportation for foreign 
markets. Mexican copper, Colombian 
petroleum, Costa Rican bananas, Cuban 
sugar, Brazilian rubber, Chilean nitrate, 
and Argentine railways all illustrate the 
point. Whenever public works are 
needed a lcan is floated to cover the in- 
vestment, contracts are let to foreign 
construction companies, and the debts 
passed on to the people. ' 

Investors at the present time are 
probably unduly alarmed about the fu- 
ture in Latin America because of recent 
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actions of the Mexican Government. It 
is wrong to think that officials in Latin 
America are sitting up nights to plan 
how they can rob foreigners of their 
money. ‘These officials usually realize 
the great difficulty they would have in 
getting along without American capital 
or the backing of the American Gov- 
ernment. On the other hand, most of 
them are being pushed by their own 
people to eliminate the overwhelming 
dominance of foreigners in domestic af- 
fairs, and are experimenting with vari- 
ous ways to accomplish this end. 


CONFLICT AND COMPROMISE 


Here is presented one of the most 
difficult problems in relations between 
the Americas. The nationalist’s argu- 
ment runs somewhat as follows: For- 
eigners have been getting the best out 
of our land for centuries. Capitalists 
have exploited the common people for 
the benefit of a few rich proprietors. 
The time has come to readjust the situ- 
ation. Social justice for millions is 
more important than profits for a few. 
Natural resources like oil belong of 
right to the nation itself. They should 
be used to build schools, roads, and 
health programs for our own people and 
not to enrich outsiders. 

The North American investor argues: 
We were invited to invest our money in 
your country. We have a right to ex- 
pect that our property will be protected 
by law. The wages we pay are usually 
better than those paid by nationals. 
We pay taxes without which your gov- 
ernment could not carry out its pro- 
gram. If you do not protect foreign 
capital, outsiders will lose confidence in 
your country and cease their invest- 
ments. Without foreign capital your 
country will not develop, and interna- 
tional commerce will be stifled. 

In questions like these there is much 
truth on both sides. In the United 
States itself, much of the same quarrel 
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takes place around some of the reforms 
in public utilities which the Federal 
Government has endeavored to carry 
out. It is usually possible, with plenty 
of patience, to find a line of compro- 
mise where the representatives both of 
social rights and of private property can 
find justice. This insistence on com- 
promise is the new position which the 
United States Government now takes in 
reference to the protection of its in- 
vestors abroad. Formerly it was the 
custom to take the side of its investors. 
Today the Good Neighbor Policy is en- 
deavoring to get both the foreign capi- 
talist and the Latin American govern- 
ments to give in a bit and adjust their 
differences, even though both sides must 
take a loss. 

Considering the attitudes of the gov- 
ernments concerned, it seems clear that 
Latin America has definitely ceased to 
be the happy hunting ground of foreign 
concessionaires. On the other hand, the 
recent development of more stable con- 
ditions and a greater anxiety to raise 
standards and improve living conditions 
should bring numerous opportunities for 
foreigners to receive limited returns on 
relatively small investments. At the 
same time, it is of fundamental impor- 
tance that the citizens of Latin Ameri- 
can countries be made partners in enter- 
prises which foreigners desire to develop 
in those countries. This cannot be 
done without an understanding and ap- 
preciation of the attitudes of life taken 
by the partners. 


CULTURAL RELATIONS NEEDED TO 
PROTECT DEMOCRACY 


These three problems are only an ex- 
ample of the many reasons why we need 
to study the way of life, the way of 
thought, the spiritual foundations of 
our southern neighbors. At the present 
moment the United States is arming at 
a tremendous rate, not only to defend 
itself, but frankly stating that it is also 
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to defend Latin America. Strange to 
say, Latin America is not protesting 
against this program. When there is 
a great threat from the outside, the only 
escape seems to be through protection 
by the big Uncle of the North. The 
development of a continental defense 
program will demand very close co-op- 
eration, just as the economic defense of 
the continent will demand a continen- 
tally planned economy with each section 
forced to accept indications as to what 
it will produce and what it will buy 
from other sections. As the threat of 
the outside control of the American 
Continent compels the American gov- 
ernments to come together for military 
and economic defense, one of the great- 
est dangers is that they will fail to un- 
derstand one another spiritually. That 
would mean, in the very nature of the 
case, the return of the dominance of the 
big nation to the north and a corre- 
sponding resentment on the part of the 
weaker nations in the south. Such re- 
sults would be as bad for one as for the 
other. 

This task of promoting understand- 
ing is an enormous one. What has al- 
ready been done is infinitesimal when 
we think of the challenge, in the light 
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of the holocaust oi Europe, of what 
must be done. Nothing has been said 
here about the other side of the prob- 
lem—getting the Latin Americans to 
understand the people and the institu- 
tions of the United States. This, of 
course, is equally important and equally 
enormous. In this work, government 
and education must lead, but business 
men should take an ever increasing part. 
Radio, the press, art, science, labor, 
students, women’s clubs and men’s 
clubs, peace organizations, writers—ev- 
ery element in the population should 
take this job seriously. It is still true, 
as years ago it was put by Admiral 
Chadwick: 


It is this lack of understanding of what 
race character means that causes our trou- 
ble. It is a study of temperament, disposi- 
tion, outlook on life, a study, in a word, of 
all that goes to make up character, that we 
need for successful dealing with races so 
essentially different from our own, In 
such study is the crux of every inter- 
national problem or of any other problem 
concerned with the conduct of men We 
have certainly ignored this, at least as far 
as Latin America is concerned, almost in 
toto. It is time we were taking another 
course and knowing the soul of other 
peoples. 


Samuel Guy Inman, LL.D., is visiting professor in 
Latin American Relations at the University of Penn- 
sylvania, Philadelphia. He offered, at Columbia Uni- 
versity, the first course given in the United States on 


Pan American Relations. 


He was director of the 


Peofile’s Institute of Mexico for ten years; has lec- 
tured in practically all the universities of Latin Amer- 
ica; has been exchange professor in Mexico City and 
Hawaii; and during the summer of 1940 has been on 
the jaculty of international institutes in five colleges 
and universities in the United States and has con- 
ducted a party of educators to Brazil and Argentina. 
He is author of “Latin America—tIts Place in World 
Life,” “Problems in Pan Americanism,” and numerous 


other works. 


Economic Defense of the Americas 


By WILLIAM S. CULBERTSON 
Written August 1, 1940 


RESIDENT ROOSEVELT said on 

June 21, 1940 that a part of a pro- 
gram of economic defense, designed to 
supplement our military defense pro- 
gram, is a proposal to the governments 
of this hemisphere 


to create by mutual agreement an appro- 
priate inter-American organizaticn for deal- 
ing with certain basic problems of their 
trade relations, including an effective sys- 
tem of joint marketing of the important 
staple exports of the American Republics 


The condition in foreign trade of 
whica this proposal is symptomatic ar- 
rests our attention. From the begin- 
ning, Nazi Germany made foreign trade 
an instrument of political pcwer. She 
set out to organize her import trade in 
the interests of her exports and her for- 
eign policy. She established double 
money, subsidized her exporters, and 
negotiated agreements with economi- 
cally weak countries under which she 
forced them to divert their purchases 
to Germany from countries in which 
they would ordinarily buy. ‘Trade was 
thus canalized and reduced in substance 
to barter. The traditional methods of 
international exchange were set at 
naught and for them were substituted 
subsidies, dumping, exchange control 
and currency manipulation, government 
monopolies, quotas, and, in general, 
quantitative restrictions on the move- 
ment of goods. The German state, 
in short, took over private trade and 
finance to serve its political ends and 
then justified and supported its eco- 
nomic aggression with propaganda and 
other methods of an authoritarian state. 

Germany was not slow in extending 
her trade methods, supported by the 
preaching of her ideology, to Latin 
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American countries. The exportable 
surpluses of food and raw materials of 
these countries offered a ready basis for 
barter arrangements. The German 
trade offensive was accompanied by a 
policy which sought control of indus- 
tries, mines, and transportation, par- 
ticularly air lines, and which by radio 
and other means spread Nazi doctrines. 
These methods were not without effect 
on groups which profited economically, 
and on German minorities. At the 
Lima Conference in 1938 the delegates 
were aware of this threat to the inde- 
pendence and security of this hemi- 
sphere. Mr. Hull, the American Sec- 
cretary of State, reminded the Confer- 
ence in his opening address “that armed 
force is not the only instrumentality by 
which nations can be conquered.” And 
José Maria Cantilo, the Foreign Min- 
ister of Argentina, also said: 


... We are resolved to repel .. . everything 
implying a threat against the American or- 
der, every infiltration of men or ideas that 
reflect and tend to implant in our soil and 
in our minds concepts foreign to our man- 
ner of life, ideals antagonistic to ours, 
forms of government that menace our lib- 
erties, theories that undermine the social 
and moral peace of our people, or political 
fanaticisms or fetishes that cannot flourish 
under the sky of the Americas... . 


THE POSSIBLE MENACE 


If Germany should succeed in creat- 
ing a European economic system unified 
under her political power, she would be 
in a position to deal with individual 
Latin American countries on her own 
economic and political terms. If she 
should continue to use foreign trade as 
an instrument of her policy of crusade 
and conquest, her bargaining power, if 
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unopposed, might be a menace to the 
security of the Western World and a 
challenge to the principles of the Mon- 
roe Doctrine and of the Declaration of 
Lima. An impoverished Europe would 
seek markets at any cost. Refugees 
and the demobilized millions would pro- 
duce goods on tke economic level of 
poverty and desperation, and Germany, 
if in control, would offer these goods in 
return for the food and raw materials 
of Latin America. 

With these offerings our manufac- 
tured goods could not compete. Faced 
by such a comprehensive barter scheme, 
our investments in Latin America would 
be cramped and fcrced into retreat, for 
an attack on our trade front would be 
inevitably followed by an attack on our 
investment front. If the exportable sur- 
pluses of American-controlled industries 
in Latin America were to be drawn into 
the orbit of Nazi barter, dollar exchange 
would become less and less available to 
pay dividends and bond service in the 
United States. The tendency would be 
to render sterile our property holdings 
in Latin America. Moreover, Germany 
might take over the investments in 
Latin America of conquered European 
countries. The vast power in securities 
and in investments would add double 
strength to the economic penetration at 
first implemented dy trade aggression. 
Finally, political and cultural ties would 
be loosened and the solidarity of the 
American states would be weakened if 
not destroyed. 


STATISTICS OF LATIN AMERICAN TRADE 


The economic structure of Latin 
America is peculiarly vulnerable to this 
attack. The exports of the twenty 
Latin American republics are made up 
almost entirely of industrial raw mate- 
rials and foodstuffs derived from agri- 
culture, mining, forestry, and animal 
husbandry. The most important com- 
modities making up the list of Latin 
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American exports are: petroleum, coffee, 
corn, copper, nitrate, frozen and chilled 
meats, sugar, wheat, and wool. These 
constitute a high percentage of the ex- 
portable surplus of Latin America. Ca- 
cao, hides and skins, bananas, linseed, 
and cotton represent most of the bal- 
ance. 

As the requirements of the local pop- 
ulation are small in proportion to pro- 
duction, a very large percentage of the 
output of the major products of Latin 
America is exported. In 1938, cereals, 
linseed, meat, and wool made up 75.7 
per cent of Argentina’s export values; 
coffee and cotton 63.3 per cent of Bra- 
zil’s export values; copper, nitrate, and 
iodine 70.4 per cent of Chile’s export 
values; coffee, petroleum, and bananas 
82.5 per cent of Colombia’s export val- 
ues; sugar 82 per cent of Cuba’s export 
values; petroleum and metals 75.7 per 
cent of Mexico’s export values; petro- 
leum, copper, cotton, and sugar 71.4 per 
cent of Peru’s export values; petroleum 
and coffee over 90 per cent of Vene- 
zuela’s export values. 

To dispose of their surplus raw mate- 
rials and foodstuffs has been the major 
economic problem of Latin American 
countries. The United States has only 
partially relieved this problem. Some 
of the commodities which we buy from 
Latin America are not produced in ap- 
preciable quantities anywhere else in 
the world, like coffee, bananas, and 
corned beef. Another group of our im- 
perts from Latin America consists of 
commodities in which Latin America 
has a strong competitive position, like 
cacao and nonferrous metals. The third 
group is made up of those products 
which compete with our domestic prod- 
ucts, like cotton, corn, flaxseed, beef, 
sugar, oil, and wool. 

Seven of the twenty countries of 
Latin America account for 86 per cent 

1 Foreign Policy Reports, Aug. 1, 1939, p. 
117. 
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of the total Latin American exports: 
Argentina 24 per cent; Brazil 16 per 
cent; Venezuela 15 per cent; Mexico 
10 per cent; Cuba 8 per cent; Chile 8 
per cent; and Colombia 5 per cent.? 
During the decade 1929-38 the United 
States and the United Kingdom were 
the leading markets for Latin American 
products, but during that period Ger- 
many and Japan increased in impor- 
tance. Of the total exports from all 
the countries of Latin America in 1938, 
the United States took 30.2 per cent; 
the United Kingdom 16.8 per cent; and 
Germany 10.5 per cent. 

The United States is also the chief 
supplier of goods imported by Latin 
American countries. In 1938 the 
United States sent to Latin American 
countries 33.9 per cent of the goods 
which they received; the United King- 
dom sent 11.7 per cent; and Germany 
16.2 per cent. In the last five or six 
years Germany took over from the 
United Kingdom second place in this 
trade. 

In fact, before the outbreak of the 
war the German trade methods were 
making substantial inroads in Latin 
America. In individual countries, such 
as Brazil, Chile, and Peru, Germany’s 
advance was more serious than her gen- 
eral average for Latin America would 
suggest. Jf a victorious Germany 
should now include in her economic sys- 
tem the buying and selling power of all 
the countries of Continental Europe and 
possibly of Great Britain, her economic 
strength in Latin America would be- 
come controlling, as will appear if 
“Nazi Germany” is substituted for “Eu- 
rope” in the accompanying table show- 
ing the percentages oi Latin America’s 
total exports and imports for 1938 by 
geographical areas. 

The question then remains: How 
would Nazi Germany use this economic 


2See U. S. Tariff Commission, The Foreign 
Trade of Latin America, 1940, Part I, p. 30. 
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Latin American TRADE, 1938 


Exports | Imports 
{Per cent) | (Per cent) 














Areas 

Total trade 100.0 100.0 

Europe (excluding 54.48 43.6% 
U.S.S.R) 

North America 31.2 350 
Latin America 5.9 100 
Asia 1.4 47 
Other areas 7.1 67 








* United Kingdom alone 16 8 per cent. 
è United Kingdom alone 11.7 per cent. 


strength? Judging her by her record 
and her declarations, we must conclude 
that such a controlling position might 
menace the peace and security of this 
hemisphere. 


INTER-AMERICAN TRADE MEASURES 


Before the war the American Govern- 
ment attempted to maintain its trade in 
Latin America by the trade agreements, 
which in principle and method are the 
antithesis of German commercial policy. 
It was argued that in the long run, 
equality of treatment, multilateral trade, 
and the resulting volume of trade would 
triumph over state-supported bilateral 
barter. In general, the American Gov- 
ernment, under the leadership of Mr. 
Hull, was, in spite of many fallings- 
away in practice, able to maintain in 
principle its commercial policy through- 
out Latin America. The inter-American 
congresses beginning with Montevideo 
declared that “the principle of equality 
of treatment stands and must continue 
to stand as the basis of all acceptable 
commercial policy.” 

Limited results from the trade agree- 
ments program (for example, the fail- 
ure to reach an agreement with Argen- 
tina) encouraged the adoption of other 
measures. The Export-Import Bank 
used government credit to finance our 
exports and to support the exchange 
position of certain of the countries. 
The Reconstruction Finance Corpora- 
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tion offered financial co-operation to de- 
velop enterprises in Latin America. A 
resolution of the Fanama Conference in 
September 1939 created an Inter-Ameri- 
can Financial ana Economic Advisory 
Committee consisting of twenty-one ex- 
perts, one from each of the American 
republics, 

to increase healthy trade between us; to 
improve the monetary and financial mech- 
anism by which trade and other commer- 
cial transaczions are facilitated; to stimu- 
late the employment of capital in such 
productive directions as may be found 
sound; to improve not only immediately 
but permarently the means of transport 
and communication between us;... 


One of the first acts of this advisory 
committee was to set up a development 
commission, to promote, with mixed 
United States and Latin American capi- 
tal, the formation and financing of such 
enterprises as will undertake the devel- 
opment of new lines of Latin American 
production for which a new or comple- 
mentary market can be found in the 
United States or in other republics of 
the Western Hemisphere.’ 

The Incer-American Financial and 
Economic Advisory Committee also 
drafted a project for an inter-American 
bank. The bank, as projected, would 
enjoy extensive powers. Its functions 
would be, among cthers, to facilitate the 
wise investment cf funds; to assist in 
stabilizing the currencies of American 
republics; to increase international 
trade, travel, and exchange of services 
in the Western Hemisphere; to encour- 
age research in the technology of agri- 
culture acd industry, public utilities, 
mining, and commerce; and to contrib- 
ute expert advice on problems of public 
finance, exchange, money, and banking, 


3 Resolution approved January 15, 1940. 
See Bulletin of the Pan American Union, June 
1940, p 472. Cf also Henry A. Wallace, 
“Inter-American Agricultural Cooperation,” 
Foreign Agriculture, May 1940. 
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as they relate specifically to the prob- 
lem of the American republics. 

To carry out these purposes the bank 
would be permitted to make long-, me- 
dium-, and short-term loans in gold and 
silver; to buy and sell bonds of partici- 
pating governments and agencies, pro- 
vided these are not in default; to buy, 
sell, deposit, and deal in precious met- 
als, money, and currencies; to under- 
write government loans, to accept de- 
posits, and to conduct operations of 
discount and rediscount. 

Capital would be expressed in United 
States dollars, in the amount of $100,- 
000,000, consisting of 1,000 shares hav- 
ing a par value of $100,000 each to be 
paid for in gold or in dollars. For a 
government to participate in the bank 
it would be required to subscribe for a 
minimum number of shares, determined 
in relation to the dollar value of the 
total foreign trade of each of the Ameri- 
can republics during the year 1938. 
None of the shares would be allowed to 
pass to otter than governments of the 
American republics.* 


A CARTEL PROPOSED 


To these measures is now added the 
proposal af an inter-American joint 
marketing crganization. Defense against 
unified buying is not new. In 1918 the 
American Congress passed the Export 
Trade Act, which permitted American 
exporters nd producers to co-operate 
in the promotion of export trade. The 
act was designed, emong other things, 
to protect American business against 
combinations of foreign buyers.’ 

The idea of a marketing cartel has 
developed along with the realization 

4 The bank is only on paper. By the end 
of May 1940 nine nations had signed the con- 
vention. It requires legislation from the Con- 
gress of the United States and ratification by 
the adhering Latin American governments. 

5 In 1916 the Federal Trade Commission, 
speaking of buying combinations, said: “These 
combinations naturally make individual Amer- 
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that Nazi Germany’s victory would give 
that country the combined trading 
power of all the countries annexed and 
controlled, which, with the cc-operation 
of the Axis partners, would enable her 
to exact her terms from the Latin Amer- 
ican countries, desperately anxious to 
dispose of their surpluses of primary 
products. That the designs of Hitler’s 
program for empire is not limited to 
Europe was revealed by the exposure of 
widespread and well-orgenized Nazi ac- 
tivities in Uruguay which, if successful, 
would have resulted in the capture of 
the agricultural resources of that coun- 
try and in the use of them as a wedge 
for further conquest. 

Since the United States is unable to 
absorb Latin American surplus prod- 
ucts in the ordinary course of trade, 
other means are sought to offset the 
power of the regional economy of Nazi 
Germany; the other means visualize a 
competing regional economy embracing 
North, Central, and South America. 
The argument runs that an inter-Ameri- 
can cartel, by buying and marketing the 
surplus commodities of the Latin Amer- 
ican countries, would permit the Ameri- 
: cas to organize effectively their bargain- 
ing power. 

The Governments oz Great Britain 
and France have used as a part of their 
blockade procedure the purchase of sur- 
pluses in their colonies and elsewhere. 
Finance has been enlisted to help keep 
raw materials and food from Germany. 
Such economic warfare is not the pro- 





ican producers bid against each other, and are 
thus able to buy at comparatively low prices. 
According to the President of one of the larg- 
est American copper companies, the German 
metal-buying combination, by such tactics as 
these and by the manipulation of the foreign 
future markets, has bought millions of tons 
of American copper at prices averaging over 
a series of years, nearly a cent a pound be- 
low the prices paid by American consumers.” 
Report on Cooperation in American Export 
Trade, Part I (1916), p. 7. 
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claimed purpose of the proposed inter- 
American marketing organization, al- 
though it might obviously be used to 
fight an enemy which pressed its ag- 
gression too far. For the present, the 
purpose of the marketing cartel would 
be to pool the economic strength of the 
Americas so that surpluses might be 
disposed of equitably and without polit- 
ical commitments. 

On July 22, 1940, Mr. Hull, the Sec- 
retary of State of the United States, 
addressed the Second Meeting of Min- 
isters of Foreign Affairs of the Ameri- 
can Republics, at Habana. He said in 
part: 


... the American nations can build a 
system of economic defense that will en- 
able each of them to safeguard itself from 
the dangers of economic subordination 
from abroad and of economic distress at 
home. It is no part of our thought to 
obstruct in any way logical and natural 
trade with Europe or with any other por- 
tion of the world, but rather to promote 
such trade with nations willing to meet us, 
in good faith, in a spirit of friendly and 
peaceful purpose, and on a plane of frank 
and fair dealing. Against any other kind 
of dealing, we naturally will protect our- 
selves. 


The economic accord approved by 
the Habana Conference charged the 
Inter-American Financial and Economic 
Advisory Committee to proceed: 


(a) To co-operate with each country of 
this continent in the study of possible 
measures for the increase of the domestic 
consumption of its own exportable sur- 
pluses of those commodities which are of 
primary importance to the maintenance of 
the economic life of such countries; 

(b) To propose to the American nations 
immediate measures and arrangements of 
mutual benefit tending to increase trade 
among them without injury to the interests 
of their respective producers, for the pur- 
pose of providing mcreased markets for 
such products and of expanding their con- 
sumption; 
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(c) To create instruments of inter- 
American co-operation for the temporary 
storing, financing end handling of any such 
commodities and for their orderly and sys- 
tematic marketing, having in mind the nor- 
mal conditions of production and distribu- 
tion thereor; 

(d) To develop commodity arrange- 
ments with a view to assuring equitable 
terms of trace for both producers and con- 
sumers of the commodities concerned; 

(e) To recommend methods for improv- 
ing the standard of living of the peoples of 
the Americas, including public health and 
nutrition measures; 

(f) To establish appropriate organiza- 
tions for the distribution of a part of the 
surplus of any such commodity, as a hu- 
mauitarian and social relief measure; 

(g) To consider, while these plans and 
measures are being developed, the desira- 
bility of a broader system of inter-Ameri- 
can co-operative organization in trade and 
industrial matters, and to propose credit 
measures and other measures of assistance 
which may be immediately necessary in 
the fields of economics, finance, money, 
and foreign exchange. 


DIFFICULTIES OF THE CARTEL 


Difficulties in the way of the success 
of the cartel are many, and they are 
not minimized by those who are re- 
sponsible for the proposal. It would be 
a long step toward the acceptance of the 
very authoritariar methods which we 
deplore in Europe. It would invite 
further regimentation—control of pro- 
duction and investment. It has inspired 
the suggestion thet the stamp-plan of 
the Federal Surplus Commodities Cor- 
poration be extended to the hemisphere. 
The storage and resale of surpluses 
would be a vast venture of governments 
in business. Millions of dollars would 
have to be provided by the United 
States. Moreover, the economic control 
necessary for the scheme could hardly 
be maintained successfully without some 
degree of political control as well. 

A marketing cartel in fact presup- 
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poses a common desire of the American 
countries for economic defense; it pre- 
supposes a political understanding suf- 
ficiently definite to convert that desire 
into action. If one or more of the 
countries say that they do not want to 
be defended from Nazi economic meth- 
ods, then what—? In raising this con- 
tingency I raise the ultimate question 
of our hemisphere policy. What will we 
do if one or more American countries 
join with a non-American country to 
nullify the Monroe Doctrine? For 
more than a century we have comforted 
ourselves by thinking that this could 
not happen. But what if it did? * The 
American people will certainly ask for 
some political assurance on this point 
before thev venture one or two billion 
dollars of -heir money and credit on a 
joint marketing organization. 


CONTRCVERSY WITH ARGENTINA 


Each country in Latin America would 
present a separate problem in the or- 
ganization and administration of the 
cartel. Take Argentina for an example. 
When the idea of a joint marketing 
organization was suggested, objection 
came from pressure groups in the 
United States which have exaggerated 


6 The 76th Congress of the U. S, 3rd Ses- 
sion, approved a joint resolution reading m 
part: “(1) That the United States would not 
recogniz2 any transfer, and would not acqui- 
esce in any attempt to transfer, any geo- 
graphic region of this hemisphere from one 
non-American power to another non-Ameri- 
can power; and (2) That, if such transfer or 
attempt to transfer should appear likely, the 
United States shall, in addition to other meas- 
ures, immediately consult with the other 
American republics to determine upon the 
steps which should be taken to safeguard their 
common interests.” H. R. Report No. 2400 
(June 5, 1940) which accompanied the reso- 
lution said: “It will be observed that the 
consultation with other American republics is 
‘in addition to other measures’ taken by the 
United States. The United States is not re- 
stricted as to any measures it may see fit to 
take.” 





192 


and misrepresented the eas of 
Argentine products in the American 
market. But it could be argued that 
joint marketing might afford a real op- 
portunity in the present emergency for 
co-operation between the United States 
and Argentina—the two governments 
might collaborate (1) to find markets 
for their competitive surpluses, and (2) 
to defend their political security and 
independence. 

The economic difficulties of Ameri- 
can-Argentine trade, while real, have 
been overstated by representatives of 
farming and stock raising who are satis- 
fied with nothing short of the complete 
exclusion of competing joreign products 
and of even their substitutes. Meat will 
serve as an illustration. Our severe 
sanitary or quarantine law against the 
importation of animals and meats has 
been resented in Argentina. Under the 
regulations of 1927, importation was 
possible if the Secretary of Agriculture 
determined that a region of the Argen- 
tine was free from the foot-and-mouth 
disease and if he found that importation 
from such region would not subject the 
United States to danger of infection 
from this disease. But under Section 
306 of the Tariff Law of 1930, imports 
of animals or meat products from a 
country in which foot-and-mouth dis- 
ease exists at all are to be excluded, 
even if they come from a region of the 
country which is free of the disease. 

Argentina objects bitterly to this ap- 
plication of our sanitary regulations on 
a country-wide basis, contending not 
only that that great area of its country 
known as Patagonia is free from foot- 
and-mouth disease, but also that, if 
Argentina eradicates the disease from 
other regions, her meat products will 
still be barred from the United States, 
even though the disease exists in only 
one small, isolated region. Argentina 
recognizes that at present the United 
States is justified in applying its sani- 
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tary regulations to certain sections of 
the country, but it strongly maintains 
that there is no justification for the ap- 
plication of the sanitary embargo to 
the unaffected or unexposed zones. 


Tue SANITARY CONVENTION 


It was in order to remove these 
grounds of complaint that the proposed 
Sanitary Convention was signed be- 
tween the United States and Argentina 
on May 24, 1935. Each party to the 
convention would have the right to 
make inspections and investigations in 
the territory of the other to determine 
for itself whether animal and plant 
products coming therefrom are free 
from “infection or infestation or expo- 
sure to disease or insect pests, before 
entry is permitted.” In case of dis- 
agreement between the two parties to 
the convention over any matter in con- 
nection with the operation of their re- 
spective sanitary laws or regulations 
relating to animal and plant products, 
provision is made for the creation of a 
committee of technical experts. Such 
committee, however, would have the 
power only to make recommendations; 
each of the parties to the convention 
would retain the right to take such ac- 
tion as it deemed necessary to safeguard 
its interests. 

In other words, the proposed Sanitary 
Convention would permit the United 
States to take any action necessary for 
the purpose of protecting its animal and 
plant life from the danger of infection 
from importation of animal or plant 
products originating in the Argentine. 
But any measures taken by the United 
States would have to be strictly for 
sanitary purposes, and not used as a 
cloak to exclude the products of the 
Argentine from such competition as is 
permitted under the tariff laws of the 
United States. 

But the convention was opposed by 
the American livestock producers and it 
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now rests, unacted upon, in the files of 
the Foreign Relations Committee of the 
Senate. 


THE QUESTION OF BY-PRODUCTS 


By-products of the livestock industry 
are not subject to the prohibition of 
the quarantine law, but they are sub- 
jected to high import taxes, and these 
restrictions have contributed to the 
commercial difficulties between the 
United States and Argentina. 

The United States is not and never 
will be self-sufficient in these by-prod- 
ucts. All livestock producers regulate 
their production according to the de- 
mand for their “products” and not ac- 
cording to the cemand for their “by- 
products.” Cattle, for instance, are 
produced according to the demand for 
beef and not according to the demand 
for hides. To supply at home all the 
leather needed in the United States 
would require tne development of a 
breed of cattle which would shed their 
hides each year like a snake! Or—to 
cite another example—if the American 
public should suddenly acquire the fad 
of eating tongue sandwiches at every 
meal, it is obvious that the meat pro- 
ducers in the United States could not 
supply the demand, since they cannot 
afford to grow steers to sell only the 
tongues. 

The total amount of money which the 
packers get for the rounds, ribs, and 
loins will always be the main factor 
that will determine the production of 
caitle; but at the same time, the car- 
cass yields other meats of lower quality, 
like plate, navels, and trimmings. In 
former times, when no demand existed 
for lower-quality meats, they were 
canned and sold mostly in the form of 
canned corned beef; but when the de- 
mand for hamburgers and “hot dogs” 
arose, the production of canned beef 
was curtailed, because it is more profit- 
able to sell the beef fresh. Domestic 
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canned corned beef is no longer pro- 
duced commercially, and the increase 
in duty in 1930 from 3 cents per pound 
to 6 cents per pound on this product did 
nothing to change this economic tend- 
ency. In South America, the situation 
is ditferent. Neither the consuming 
public of the Pampas nor the European 
buyers are keen about “hot dogs” and 
similar products, and there is therefore 
in Argentina a large surplus of the lower 
cuts of meat which are transformed into 
canned corned beef. Sometimes even 
better cuts are used for this purpose. 
A change in the duty on these lower 
types of beef could be made without 
hurting the cattle growers of the West 
and with great benefit to the American 
people, particularly people in the low 
income brackets who cannot afford to 
buy the high-grade meats. It would 
probably result in an increase in the 
importation of corned beef and similar 
products, but it would merely meet a 
demand which the American cattle 
grower cannot supply. The added pur- 
chasing power thus created would en- 
able South Americans to buy many 
more American products. Detroit work- 
ers in automobile plants would, for ex- 
ample, order more steaks than they 
could otherwise have done, and as a re- 
sult, the western farmer would find the 
real basis for producing more carcasses. 


CAUSES OF UNSATISFACTORY 
CONDITION 


The Argentine Government must 
share the blame for the unsatisfactory 
condition of American-Argentine trade. 
Its exchange discriminations have se- 
riously injured American export trade, 
and it has allowed too large a place to 
political emotionalism in the negotia- 
tions designed to improve the direct 
trade between the two countries. 

But in the larger aspects of trade it 
must be admitted that American-Argen- 
tine trade is a victim of an economic 
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system which broke up triangular trade 
and forced on Argentina a series of bi- 
lateral exchange arrangements. Argen- 
tina’s surpluses in many cases compete 
with our surpluses. When her surpluses 
are canalized to Great Britain or to 
Continental countries, her free exchange 
is limited and American business suf- 
fers. 

A joint marketing organization, there- 
fore, might go far to help sclve the trade 
difficulties between the two countries. 
It would give them a common interest 
in the disposition of their competitive 
surpluses, and it would permit Argen- 
tina to discontinue burdensome bilateral 
arrangements gradually ard to restore 
sound policy in her commercial rela- 
tions. 


LIMITED USEFULNESS OF THE CARTEL 


The proposal of the inter-American 
marketing organization has in its favor 
that it has dramatized the crisis which 
we may (and I emphasize the contin- 
gency) have to meet. But on second 
thought—on the morning after, as it 
were—we have the disillusioning emo- 
tion that the solution is too simple; that 
a limited application of the idea here 
or there (for example, in the marketing 
of certain of the competing surpluses of 
the United States and Argentina) may 
be useful, but that only as a desperate 
measure of self-defense should we em- 
bark on a scheme to create a gigantic 
monopoly of the export trade of the 
Americas. 

Then, we also begin tc realize that 
tomorrow is not going to be so radically 
different from yesterday as we had in 
our fright supposed. Even Hitler can- 
not (and may not wish to) suspend all 
the normal processes of economic and 
social life, and some warships and air- 
planes may help him to make up his 
mind on this point. Solving a few polit- 
ical problems would help us to return to 
a more balanced approach to inter- 
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American economic problems. If our 
security is threatened as seriously as 
some writers tell us, we need direct mili- 
tary operations rather than marketing 
schemes. 

It is only as a temporary measure’ 
that anything can be said in support of 
the marketing cartel. Like warships 
and bombers, it may become an unde- 
sirable necessity. It may be an instru- 
mentality of economic defense and war- 
fare which we shall have to adopt just 
as we mine the Panama Canal and build 
airfields at strategic points. If the mas- 
ters of a unified Europe should under- 
take to buy the surpluses of the Ameri- 
cas on their own terms, offering goods in 
barter, defense would demand unified 
bargaining in this hemisphere (and 
probably something more), for depend- 
ency of Latin American countries upon 
a Nazi-dominated Europe would soon 
produce a Nazi-dominated Latin Amer- 
ica. To such a problem a joint market- 
ing agency would not be a complete 
answer-—a warship or two would be a 
better answer—but it might be one of 
the answers, and distasteiul as it might 
be, we might have to accept it as the 
least of several evils. 


A SELF-DEFEATING MEASURE 


But the tragedy of a proposal such 
as the inter-American marketing organ- 
ization is that it plays into the hands of 
those reformers who oppose the system 
of private enterprise and who favor gov- 
ernment control and operation. In this 
country they are the advocates of the 
very methods which the marketing car- 
tel would be set up to oppose. They 
argue plausibly, but in the spirit of sur- 
render, that government-controlled for- 
eign trade can be met only in kind. 
They blame private enterprise in for- 
eign trade and finance as they have 
blamed it in domestic business, and 
their objective is to extend the New 
Deal technique to foreign economic re- 
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lations—the technique of “relief,” “ben- 
efit,” and “subvention.” It is an easy 
technique for the bureaucracy as long 
as the taxpayers’ money lasts. It has 
expressed itself in the Inter-American 
Development Commission and in the 
proposed Inter-American Bank; and it 
would try to perpetuate itself in a joint 
marketing agency which, once set up, 
would create vested interests and inspire 
theories to support it, a sort of dole- 
economics. Let us not forget that Nazi 
methods have the support of their own 
peculiar economic theory and philoso- 
phy. 

Collectivism in the nineteenth cen- 
tury was a reaction from the excesses of 
a laissez faire system. As time went on, 
the system of private enterprise profited 
by its criticism, and government be- 
came a regulator and umpire in eco- 
nomic endeavor. Then collectivism 
went further and set itself up as a sys- 
tem—a substitute for private enterprise 
-frst in Russia, then in Italy, and then 
in Germany. In the United States it 
produced the program of the New Deal. 

Under the administration of Presi- 
dent Roosevelt the principles and meth- 
ods of the trade treaties of Mr. Hull 
have been almost the only vigorous ex- 
pression of the system of private enter- 
prise. They still should remain the 
norm from which departures like the 
marketing cartel, if adopted in any 
form, should be considered only as a 
temporary concession to collectivism. 

The Colombian delegation at the 
Lima Conference taught us the sound 
approach to economic aggression. It 
offered the draft of a convention? with 
two distinctive features: (1) a reaffir- 
mation of the system of liberal commer- 
cial policy, including the unconditional 
most-favored-nation principle; and (2) 
a condemnation of economic aggression 
and an agreement “to adopt a uniform 
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and ʻoint commercial policy with re- 
spect to those states which have or here- 
after may establish restrictive systems 
of international commerce contrary to 
the principles inspired by this treaty.” 
The convention then provides for con- 
sultation to make its provisions effec- 
tive. 

In other words, co-operátion was to 
be a means to the end—the maintenance 
of sound commercial policy. This les- 
son should not be lost in considering the 
joint marketing organization. In criti- 
cal times—war or depression—we tend 
to confuse means and ends. Usually we 
do not think of warships, tanks, and 
other arms as ends, but means adopted 
for economic defense easily attract fol- 
lowers who quickly begin to think of 
them as socially useful in normal times. 


A DEFENSE MEASURE ONLY 


The sound approach to the proposal 
of a joint marketing organization is this: 
If a European system under dictatorial 
power should attempt economic aggres- 
sion in the New World, a joint market- 
ing agency would be justified as a means 
of defense—as a political instrument, 
just es are tanks and airplanes. But 
just 2s with the passing of the emer- 
gency military disarmament becomes 
desirable, economic disarmament be- 
comes equally desirable. In the setting 
up of any marketing cartel it should 
be affirmatively asserted as a part of 
the scheme that when the reason for its 
existence—economic aggression——disap- 
pears, the cartel shall be dissolved and 
private enterprise shall resume its sway. 

The subject of this article is economic 
defense. The objective of the American 
people at this time is defense, economic 
and military. The test and the only 
test to be applied to a marketing cartel 
is whether or not it will effectively con- 
tribute to the achievement of this ob- 
jective. Without rejecting the plan for 
the inter-American cartel, other means 
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should be explored. Funds have just 
been made available by the Reconstruc- 
tion Finance Corporation to organize 
the Rubber Reserve Company and the 
Metals Reserve Company. They will 
acquire strategic raw materials as an 
aid to our defense program. Private 
companies operating in Latin America 
might be very useful in solving some 
problems of economic defense. In other 
situations a commercial treaty might be 
sufficient. 

Foreign trade and foreign investment 
historically and in a very special sense 
belong to the field of private enterprise. 
In its effect upon them we may well 
consider whether an inter-American 
cartel would not accomplish more than 
economic defense, and whether that 
more would not be a cure worse than 
the disease. Social planners find in a 
world at war a happy hunting ground. 
We should therefore be vigilant to dis- 
tinguish between temporary governmen- 
tal projects, perhaps rendered necessary 
by depression or war, and the system of 
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free enterprise which releases man’s pro- 
ductive powers and gives scope to his 
creative genius. 

In an impoverished world we may 
come again to realize that property 
rights and personal rights are insep- 
arable, and that personal freedom does 
not last long after the power of govern- 
ment has taken over free enterprise. 
Property rights may be the first to suf- 
fer in a regimented economy, but hu- 
man rights are inevitably brought within 
the orbit of state power. 

What I am trying to say is that the 
postwar world cannot be rebuilt by mar- 
keting cartels, state loans, subventions, 
and relief. By these and other govern- 
mental means we could patch up a sort 
of existence, but an impoverished world 
will ask for something more. It will ask 
for an economic system which will re- 
lease the creative powers of man and 
which will provide economic stability 
and a degree of prosperity necessary for 
peace and for free democratic institu- 
tions. 


Wiliam S. Culbertson, Ph.D., LL.D., is an attorney- 
atlaw in Washington, D. C., and professor and head 
of the Department of Economics and member of the 
executive faculty of the School of Foreign Service of 
Georgetown University. He served on the United 
States Tariff Commission for eight years, and has rep- 
resented this country in Rumania and Chile. His 
latest published works are “Raw Materials and Food- 
stuffs in the Commercial Policies of Nations” (the 
March 1924 issue of THE ANNALS); “International 
Economic Policies” (1925); and “Reciprocity, A Na- 
tional Policy for Foreign Trade” (1937). 
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BUELL, RAYMOND LESLIE. Isolated Amer- 
sca. Pp. xiii, 457, xiii. New York: Al- 
fred A. Knopf, Inc., 1940. $3.00. 


Isolated America was written before the 
extension of the European conflict to the 
Norseland, the invasion of the Netherlands 
and Belgium, and the defeat of France. 
For many readers, the text may therefore 
make strange reading—as may even this re- 
view when it appears in print. Regardless 
of circumstances, the book is condemned 
by many for the simple reason that it does 
not advocate an immediate declaration of 
war upon Germany with the sole objective 
of crushing Hitler and Germany, come 
what may. 

Mr. Buell considers in an academic way 
the eventuality of a German victory, just 
as he considers in the same manner the 
possibility of a victory by the Allies. But 
in a less objective mood he hopes and, 
figuratively speaking, prays for a German 
defeat. In fact, his appeal for all possible 
assistance to the Allies short of formal bel- 
ligerency, his proposal for American media- 
tion, his pleading for a just peace, his plan 
of a New World Association including the 
seven major powers and regional federa- 
tions of the minor states, all find their 
justification in the supposition of ultimate 
German defeat. 

Mr. Buell’s is the long view—both ways 
~—into the past and into the future. It is 
shared by many. It is the only honest and 
intelligent view tenable on the assumption 
of a German defeat. Mr. Buell is not one 
of those for whom the world turned over 
night from heaven to hell with the seizure 
of power by Hitler in January 1933, or for 
whom the world will be returned to the 
state of grace by the defeat of Hitler and 
the final destruction of Germany. He 
would, as does the reviewer, agree with all 
that Mr. Rauschning has to say about the 
Nazis, equally much hated and full of hate, 
but he would agree, as does the reviewer, 
that the Nazis are not the cause but the 
result of Nihilism; that they are the prod- 
uct of the moral, economic, and political 
Nthilism of the las: years of the ill-starred 
German Republic which was torpedoed 


from without and scuttled from within, 
and of something approaching that Nuhil- 
ism in the rest of the democracies of the 
world. He has the courage to assess the 
share of the United States in the degenera- 
tion and destruction of the system to which 
Hitler fell heir. In fact, he more than 
hints of a share of guilt of the United 
States in the present war. Want of space 
forbids here the offering of cetails of the 
distasteful subject. In general, it is the 
often-told story of moral preaching to an 
erring outside world; of imposing the 
forms of democratic rule upon a nation de- 
prived by defeat of the will zo reject the 
unwanted gift; of forcing an ideal inter- 
national organization upon a skeptical and 
cynical Europe; of belying our own belief 
in this ideal by way of withdrawal into our 
conventional isolationist shell; and, last but 
not least, of shaming faltering European 
democracies into militant action without 
sharing or eliminating the risk by way of 
essential assistance as and when needed. 
Mr. Buell’s pride of the honest citizen 
cries for atonement for the sins of the past 
and of the present. He believes, as does 
the reviewer, that if there is a really great 
statesman available in Washington today, 
such £ statesman will still be able to turn 
threatening catastrophe into salvation. 
Mr. Buell calls for mediation when the 
time 1s ripe. As pointed out, he wrote be- 
fore the debacles of Norway, of the Low- 
lands, and of France. But he might well 
write thus today. A great statesman in 
the White House might even now offer 
mediation with the plan proposed by Mr. 
Buell. What that plan is, the text will re- 
veal to those who will read. Nonsense, 
fantastic, some critics call this plan. One 
is tempted to reply ın despair that if Mr. 
Buell’s proposal is nonsense and fantastic, 
then there is no hope for man as a civilized 
being. For if such a proposal cannot be 
realized, liberal democracy must and will 
dig its own grave in its own frustration. 
Mr. Buell’s proposal and his request for 
American mediation upon the basis of that 
proposal are premised upon the defeat of 
Germany. Defeat of Germany is the ob- 
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ject of his hopes and the subject of his 
prayers. If that premise should prove er- 
roneous, many of us, Mr. Buell included, 
will be forced to re-think what we think 
we have thought through. In the process 
of that re-thinking we may come to realize 
what some of us have come to see, that 
what Europe and the entire world is facing 
is not merely a Germany at war, or an 
ideology turning a nation or a group of na- 
tions into demons, but an upheaval as ele- 
mental and as impervious to mere material 
measures of repulse and attack as the Ref- 
ormation and the French Revolution were 
in their way and in their tume. 
JOHANNES MATTERN 
Johns Hopkins University 


Taytor, Epmonp. The Strategy of Ter- 
ror, Pp. 278. Boston: Houghton Miff- 
hn Co., 1940. $2.50. 


This is a new sort of war book, designed 
to throw light, for the first time, on a new 
sort of war. Today military and economic 
attack, however devastating, is simply an 
adjunct to the great psychological offen- 
sive. The ultimate aim is to demoralize 
the enemy and destroy his will to win. 
How this is done is the theme of Taylor’s 
remarkably timely, able, and interesting 
coniribution. 

Taylor, as the head of the Chicago Trib- 
une’s Paris Bureau from 19233 to December 
1939, saw the rise of the Nazi revolution 
in Germany, saw Austria raped and Spain 
used as a practice field for the Blitzkrieg 
to come, and saw France go to war. He 
observed the merciless psychological tech- 
nique of the Nazis, the war of nerves, the 
strategy of terror, and reports his impres- 
sions in part from diaries kept at that time 
by himself and his wife. Hitlers timing of 
war scares before the war actually began 
was a part of a careful plan. “To make 
the war scare psychologically effective, it 
was necessary both to sustain suspense 
over a long period and to punctuate this 
suspense, this permanent anxiety, with 
alarms and shocks, interspersed with lights 
of hope.” The result was that in France 
the soldiers finally “left behind them a 
peace which had become a nightmare to 
enter a war still vividly remembered as a 
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nightmare from the last one.” The people 
hysterically denouncing hysteria were serv- 
ing Hitler’s purposes. “The great differ- 
ence between the 1914 and the 1940 ver- 
sions of war propaganda is that the former 
prostituted the hatred of evil to produce 
raw hate, whereas the latter prostitutes the 
love of peace to produce sheer defeatism or 
even cowardice.” The proclamations of 
“the peace at any price” or just “for 
peace” are exactly what Hitlerism is asking 
for, since they help to dissolve group mo- 
rale, break down organization, and leave 
the group a prey to better-organized forces. 
In France, whispering campaigns were pro- 
moted to weaken the morale of France, 
raising doubts wherever doubts could be 
raised, doubts leading to dissension—and 
to the downfall of France. 

The reviewer would like to make this 
book a compulsory reading for all Ameri- 
can citizens who are now also the guinea 
pigs of the strategy of terror, and some of 
whom are, perhaps unconsciously, serving 
Hitler’s purposes by their very simple and 
naive anxiety to preserve “peace,” “neu- 
trality,’—all that the well-meaning but 
too-Utopian peace propaganda of the last 
two decades has so well instilled into our 
consciousness. To be sure, nobody wants 
America to join the present war just for 
the sake of fighting. For, a3 Taylor states, 
“there is something more important than 
saving Europe. It is to make sure that in 
watching Europe’s struggles, death-strug- 
gles possibly, we do not lose our own souls. 
Let us intervene or not intervene, but 
above all let us not pretend to ourselves 
that the affair does not concern us; let us 
not prostitute the facts to justify our in- 
difference. Because our indifference is not 
real and not natural; it is the hangover 
from the moral narcotics with which for- 
eign and domestic propagandists have been 
doping us.” 

The blueprint of the Nazi strategy of 
terror 1s now available to us in Taylor’s 
analysis. When the history of the present 
war is finally written, Taylor’s work will 
be noted for its tremendous impact on our 
abilities to evaluate the psychological as- 
pects of our modern warfare. 

Josera S. Roucex 

Hofstra College 
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Bartow, Ima CHRISTINA. The Agadir 
Crisis. Pp vii, 422. Chapel Hill: Uni- 
versity of Nortk Carolina Press, 1940. 
$4 00. 

By this interesting, careful, intensive 
study of the Moroccan crisis of 1911, the 
author has clarified the issues and the 
events of one of the outstanding diplomatic 
crises in pre-World War Europe. Her 
analysis is clear and straightforward even 
when the narration goes into minute de- 
tails. The judgments of the book are 
sound; its conclusions grow logically out 
of the facts of the situation. 

This book contains useful material culled 
from official documents, letters, newspa- 
pers, and speeches, all well integrated and 
pertinent. It should be welcomed by those 
social scientists wko have set themselves 
the sober task of understanding historically 
the laws of growth characteristic of mass 
war psychology and social hysteria, for the 
Agadir Crisis did much to prepare Europe 
psychologically for the World War. As we 
see all too well today, “incidents” go to 
form “attitudes”; “attitudes” ripen fast 
into convictions; and convictions decay 
into prejudices and lead to war psychology. 

“The Moroccan question is a rivalry of 
influence between France and Germany.” 
Moreover, it was a “jealous and ambitious 
Germany” that protested because France 
and England had neglected to bargain with 
her, and that forced a climax in the typical 
German manner, dramatic, forceful, with 
the main element one of surprise. Thus in 
analyzing an “incident” the author lays 
bare primitive forces which underlie Anglo- 
French-German differences. Lloyd George’s 
Mansion House Speech of 1911, delivered 
at the height of the Agadir Crisis, quoted 
and analyzed by Muss Barlow, sounds 
strangely like British opinion and aims of 
1940. The chapter entitled “The Mannes- 
mann Brothers” powerfully presents quali- 
ties of the German national character in 
action. “French Penetration” (Chap. 2) 
into Morocco, economic and political, re- 
veals details and techniques not unworthy 
of Nazi cuteness, and the “protégé” system 
shows that the “fiith column” is merely 
an old idea with a new twist. 

The book is a veritable manual in Euro- 
pean diplomacy. It is written for those 
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who already know the setting and who can 
place the Moroccan crisis in perspective 
with contemporaneous happenings. The 
narrative, however, often loses force by a 
predominantly mental approach. The dip- 
lomats remain practically so many names, 
instead of being presented as personalities; 
whereas even a casual student of diplo- 
matic history knows that the influence of 
personality often plays a large and at times 
a deciding role in international affairs, 
along with the ideas, the policies, and the 
historical forces which motivate them 

It is interesting and somewhat consoling 
in these troubled days to discover that “the 
University of Texas has (almost) all the 
material essential to the study of this prob- 
lem,” and that apparently the author wrote 
the well-annotated, exhaustive. scholarly, 
and highly specialized study of a European- 
African crisis without leaving the borders 
of the United States. If she had included 
a map of Morocco as well constructed as 
her fine bibliography, it would be easier 
for the reviewer to excuse the intricate al- 
lusions to the geography of a country that 
neither of us has seen. 

Oscar G. DARLINGTON 
Hofstra College 


Smarr, WALTER R., and Grayson KIRK. 
Contemporary International Poltics. Pp. 
xviii, 840. New York: Farrar & Rine- 
hart, Inc., 1940. $4.00. 


Within a year the appearance of a num- 
ber of textbooks on international relations 
has testified to the growing appreciation of 
the importance of a complex field, which 
has been widely explored by specialists 
since the World War, but with which most 
people have only a casual tourist’s ac- 
quaintance. This volume is easily among 
the best general surveys. It seems to the 
reviewer to be capable of meeting the 
demands of students who want a sure 
foundation in the field of mternational poli- 
tics, and also of intelligent readers who are 
willing to take the time to read and ponder 
its nearly eight hundred pages of text in 
order to appraise the swiftly moving events 
of a great world drama. And the citizen 
who cares to get his bearings on the matter 
of foreign policy rather than to drift with 
the headlines or leave it all to George 
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Washington, can beneficially check his na- 
tional prejudices and predilections by the 
data here to be found. 

The authors state in the preface that 
they have sought “to explore and examine 
those fundamental forces which in their 
view are most responsible for the motiva- 
tion of foreign policies,” and to give “a 
functional interpretation of the interlock- 
ing factors of geography, population, race, 
nationalism, technology, economics, and 
government... .” Rightly, in the review- 
er’s opinion, they conceive that world poli- 
tics—though concerned with the affairs of 
a larger community—are essentially the 
same as domestic politics as far as the po- 
litical process is concerned. That process 
consists of “the pulling and hauling of rival 
interests, the discussion of the issues that 
divide them, and the formulation, accep- 
tance, and constant revision of general 
rules of conduct ...” (p. 3). In the inter- 
national community, however, few of the 
rules of conduct and processes of peaceful 
adjustment that have been worked out and 
employed within national states have been 
accepted, And in the absence of a super- 
national authority, such rules and arrange- 
ments as are accepted between sovereign 
states are without the standing or the 
means of enforcement available within na- 
tions. 

At a time when the new Caesars are 
playing a dominant part on the world’s 
stage and when there is a temptation to ac- 
cord a greater weight to the Great Man 
theory of history, the authors remind their 
readers that behind the dictators are cer- 
tain fundamental forces which “are re- 
sponsible, at least in part, for the limits 
within which the game [of international 
politics] must be played and for the posi- 
tions taken by each of the players” (p. 41). 

As for the present tragedy, the authors 
regard it as due to the failure to build a 
system of collective security, including the 
development of adequate procedures for 
the bringing about of necessary or desirable 
political and economic changes peacefully. 
. Such a system, involving the retention of 
force as an instrument of law in the mter- 
national community, is regarded as essen- 
tial to the realization of international peace 
and justice. The final chapter on the or- 
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ganization of peace explores briefly the dif- 
ficult problems involved in the achievement 
of a world federal system. 
FRANK M. RUSSELL 
University of California 


Keynes, JoHN Maynard. How to Pay 
for the War. Pp. vii, 88. New York: 
Harcourt, Brace & Co., 1940. $1.00. 


The essence of Mr. Keynes’s plan is to 
reduce the present consumption of the peo- 
ple so that governmental expenditures may 
be met without inflation. The problem is 
eased by predicting a substantial increase 
in the national product, to be effected by a 
net increase in employment, a longer work- 
ing day, and a livelier tempo of labor. On 
the other hand, the plan takes advantage 
of the war emergency to introduce a 
scheme of family allowances for children, 
at a total cost of a hundred million pounds 
sterling. 

To understand this plan we need the fig- 
ures. As set forth, they are not too clear; 
there are contradictions and some dubious 
arithmetic. Moreover, the figures are 
mostly wide estimates with a large margin 
of error. Here is the setup, as the author 
apparently intended it: 


Million 
Pounds 
Increase in government expenditures, 


1938-39 1,500 
Estimated addition (including family 
allowance, etc ) 
Total increase in annual needs of 
government 1,900 
Additional national product 825 
Reduction in provisions for deprecia- 
tion and new capital 450 
Sale of gold and foreign investments 
and borrowing abroad 350 
Reduction from present level of pri- 
vate consumption 275 
Total 1,900 


Thus eleven hundred million pounds 
(825 +275) are to be taken from incomes. 
The wealthy and the well-to-do will have 
their incomes reduced by new taxation, five 
hundred million pounds. The workers will 
be subjected to compulsory savings, or “‘de- 
ferred pay,” to the extent of six hundred 
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milion pounds, the latter being deposited 
and blocked, principal and interest, till the 
war is over. These funds will then be re- 
leased—so timed, the author hopes, as to 
offset the expectec postwar deflation. A 
capital levy will provide the necessary 
money. 

Mr. Keynes demonstrates that the war 
cannot possibly be financed by exactions 
solely from the wealthy and the well-to-do. 
His plan is designed to win the favor of 
the labor unions, while still calling upon 
labor for some immediate sacrifice. The 
plan is to be commended for its purpose 
of avoiding inflaticn. Its weak spots are 
many and rather obvious. It makes provi- 
sion only for the first year of the war; 
after that, expenditures will certainly be 
greater. One questions the wisdom of tak- 
ing this time to introduce costly social 
reforms, though this may have been com- 
pelled by political necessity. The capital 
levy is likely once more to prove a false 
hope. And is it safe to let industrial capi- 
tal run down by cutting off two-thirds of 
the ordinary investment in depreciation 
and new capital? 

Fren Rocers FAIRCHILD 

Yale University 


GREBLER, Leo, and WILHELM WINKLER. 
The Cost of the World War to Germany 
and to Austria-Hungary. Pp. xviii, 192. 
New Haven: Yale University Press, 
1940. $2.50. 


This very timely volume is a compact 
and carefully documented summary of the 
real costs, direct and indirect, incurred by 
the principal entenze powers in the World 
War, and brings to a close the Carnegie 
series dealing with these two belligerents. 
The section dealing with Germany is much 
the more satisfactcry summary, though it 
must be admitted that the difficulties pre- 
sented by the thoroughly inadequate mate- 
rials on Austria-Hungary are in many re- 
spects well-nigh insuperable. 

This is an admirable volume in many 
respects. Totals are difficult to compute, 
yet all has been accomplished here that one 
could reasonably expect considering the 
nature of the materials and the multiplicity 
of issues, practical and theoretical, m- 
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volved. The separate sections are com- 
pactly and competently handled, and avail- 
able sources have been carefully tracked 
down. 

It is all the more regrettable, therefore, 
that certain obvious flaws should have 
marred such excellent work. Most obvious 
is the restriction of scope to the terminal 
points of belligerent status. The Versailles 
and St. Germain treaties were as clearly 
part of the war in the larger sense of the 
term as the battles of the Marne and Ver- 
dun. Distortions introduced in the indus- 
trial systems and the economic life of the 
belligerent peoples were heightened and ex- 
aggerated by peace settlements, and they 
certainly played roles as important for the 
subsequent course of events as did, for 
example, the size of the internal debts. 
Mr. Grebler touches upon this problem, 
but gives no indication of its enormous 
significance for the years that were to fol- 
low—when the real long-run costs of the 
war had to be paid. Mr. Winkler ignores 
the matter entirely. 

Nor, again, is there any probing here 
into the incidence of the burdens born by 
various occupational and income classes. 
This omission can be excused only on the 
untenable assumption that there was or 
could be no important connection between 
this problem and the various aggregates of 
costs incurred by the nations in question 
as a whole. Even more important than 
the effect upon totals is the long-run bear- 
ing of such incidence of burdens for the 
social and political instability of these two 
belligerents and the structure of the Euro- 
pean system in general. 

Finally, what reason is there for making 
writing so wooden and brackish? True, 
the monographs are written for experts and 
not for the lay public, but even experts 
are beginning to get fed up with unneces- 
sary awkwardness in presentation of masses 
of quantitative data. Text repeats too 
much of what belongs in tables, and a great 
deal oi simplicity and forthrightness could 
have been introduced by the use of charts 
and graphs of one sort or anotker. This is 
particularly important in view of the point 
made in the prefatory remarks by Pro- 
fessor Shotwell regarding the contemporary 
importance of clear realization of the na- 
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ture and the range of the colossal wastes 
of modern warfare. 

The picture, however, can be gleaned 
from this summary, and it completely dis- 
poses of the Hitlerian thesis that the en- 
tente lost because of a “stab in the back.” 
The book details the extent to which the 
World War became “total war,” and it 
shows that once the initial advantage of 
superior organization and daring had been 
met by the Allies, entente resources merely 
proved inadequate to the task. 

Ropert A. BRADY 

Columbia University 


Meane, J. E. The Economic Basis of a 
Durable Peace Pp. 192. New York: 
Oxford University Press, 1940. $2.00. 
With public attention focused upon war, 

it is not to be expected that a sober dis- 

cussion of the economic basis of a durable 
peace will be widely read. Yet there is 
nothing more important, even in time of 
war, than to consider the nature of the 
peace that will follow. Mr. Meade’s back- 
ground of experience with the Secretariat 
of the League of Nations, where he has 
recently been responsible for its annual 
World Economic Survey, gives him special 
qualifications for writing this little volume. 
Very properly, Mr. Meade devotes him- 
self to general principles. He assumes that 
future world order in the economic field 
must rest upon the existence of both lib- 
eral and planned economies, and proposes 
that certain general controls over money, 
trade, capital movements, and migration 
of peoples be intrusted to an international 
organization Although the discussion does 
not stress the idea, it ıs clear that this 
involves a very considerable surrender of 
political sovereignty by the states that be- 
come members. To the reviewer, the time 
when such a change will be realized still 
seems far distant. It is iar more likely 
that the next step will be larger regional 
groupings, relations between which will be 
difficult to manage but perhaps less so than 
those between the fifty or sixty states of 
the postwar era 

It is difficult to controvert the logic of 
the author’s development of most of the 
topics except by contending that we human 
beings are not at all apt to follow rational 
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procedures, particularly in international re- 
lations. Our world is now so closely inter- 
dependent that excessive nationalism and 
unqualified sovereignty are anachronisms, 
yet there will be intense resistance to their 
abandonment or even their modification. 
If, however, we accept the assumption that 
they can or will be qualified or abandoned, 
much that Mr. Meade argues must follow. 
The reviewer notes with disapproval the 
author’s repeated emphasis on depreciation 
of currencies as a control device, with in- 
adequate attention to the use of their ap- 
preciation. 
Ernest Minor PATTERSON 
University of Pennsylvania 


Mousey, Epwarp. Man or Leviathan? 
Pp. 470. New York: W. W. Norton & 
Co., 1939. $4.50. 

“Upon the stage of human progress there 
is about to proceed a dramatic conflict be- 
tween the human nature and the spiritual 
nature in man; and, inevi-ably, therefore, 
between man and Leviathan. In this con- 
test either man or Leviathan must go un- 
der, and no God except the God in man 
will take part.” 

The cause of war, says Mr. Mousley, is 
the absence of the basis of the reign of 
law—which is much the same conclusion 
to which Professor Quincy Wright came in 
the University of Chicago study of the 
Causes of War. Both would probably 
agree, too, that supreme power is essential 
to the reign of order through law. The 
true alternatives are not peace or war, but 
law or war. Originally, man was the mas- 
ter of Leviathan (the state) because Levi- 
athan meant the reign of law; today he is 
becoming the servant of Leviathan. The 
gigantic change from war to law cannot 
take place at once, for law is a growth. 
The reign of law must be based upon 
power; therefore, international law is law 
in name only. As long as each state re- 
mains the judge of its own interests, and 
as long as tnal by combat is the best 
method nations can provide for determin- 
ing justice, so long must war be inevitable. 

With this statement of his thesis, Mr. 
Mousley takes up a wide range of subjects 
armaments, the character of modern war 
and propaganda, collective security (which 
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is no more than thə old Leviathan dressed 
up as a decoy), pacifism, neutrality, the 
relation of man to the sovereign state, and 
Mammonism and Christianity in relation 
to the democratic state. One of the largest 
political factors of today is the growing 
discontent with the small fruits of con- 
tinuous hard work and devotion to duty, 
but the advance to economic law can be 
made only by a group of nations having 
sufficient economic unity to possess inter- 
national striking power. “It behoves [sic] 
democracy to begin assembling economic 
power by a regard for individual economic 
welfare. Man does not lve by bread 
alone, but neither does his spirit thrive if 
man has not bread.” 

Mr. Mousley looks toward a common- 
wealth of nations upon a two-hundred-year 
plan, for the reign of law in international 
society cannot be achieved overnight. He 
sees this as the development of a national 
state until it incloses a World Common- 
wealth. For this purpose he calls upon the 
British Commonwealth to lead, but he ap- 
parently hopes that other democracies will 
fall in. Such an organization must have 
supreme power; at the same time, there 
must be international education to build 
up likemindedness among mankind de- 
tached from Leviathan. He emphasizes 
Christianity and democracy; he wishes an 
order of human society whereunder man 
may pursue his spiritual destiny 

Mr. Mousley has a fluent command of 
words and allusions, and a dogmatic style; 
he discourses broadly of philosophy, of 
Christianity, of Marxism, and of Nazism. 
The result is to leave the reader somewhat 
overwhelmed beneath the flood of thought 
and words. But in general, the student of 
international affairs must agree with the 
author’s analysis; the lessons which he 
teaches are solid ones. The chief of these 
is that man, unless he does something for 
himself, will become the slave of Levi- 
athan. It is not enough to boast that he 
belongs to a democracy and to assume that 
no further effort is required of him. He 
must subject both himself and Leviathan 
to the rule of law if he 1s to have peace 
and order and the rights he wishes. The 
lesson Mr. Mousley teaches is addressed 
also to us, “America will not alone escape 
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the ordeal awaiting man except by a right 
choice of alternatives, nor is it right that 
she should escape. On the capacity of 
Americans to recognize that the time is 
approaching for them, as for us, a good 
deal of the hope for civilization depends.” 
CLYDE EAGLETON 
New York University 


CATLIN, Georce Anglo-Saxony and Its 
Tradition. Pp. xiv, 344. New York: 
The Macmillan Co., 1939. $3.00. 


Mr. Catlin’s volume is a passionate plea 
for joint action by the English-speaking 
peoples on behalf of world peace. To- 
wards this end he suggests a federal union 
of “the Anglo-Saxon Republic of the West- 
erm Atlantic, centered in Washington, and 
the Anglo-Saxon Commonwealth of the 
Eastern Atlantic, centered in London.” 
There is little doubt in his mind that this 
combination of Anglo-Saxon peoples can 
rule the world. The advantages they pos- 
sess in area, man power, and wealth are 
so imposing that other nations will perforce 
be friendly and co-operative. World peace 
through effective world organization will 
be the final step along this road to inter- 
national understanding. 

The proposed union of Anglo-Saxon peo- 
ples will be based upon a grand tradition 
of human values that have been accepted 
by men of deep insight through many cen- 
turies. They include a profound respect 
for personality, liberty, experimentalism, 
tolerance, accommodation in social method, 
federalism, democracy, and certain quali- 
ties of moralism and of public spirit. With 
an Atlantic civilization resting upon such 
secure pillars of high principle, it would be 
easy to foresee the eventual outlawry of 
war throughout the world. 

In accordance with this idea of tolerance, 
the Anglo-Saxon world must not judge Hit- 
ler and his Germany too harshly. Hitler 
is a “very singular man, a kind of Wag- 
nerian hero, sincere as Lenin was sincere ” 
His rise to power was accelerated by the 
“monstrous Poincaré” and the savage 
Clemenceau. In Clemenceau, “great Satan 
was reborn; in the attorney, Poincaré, a 
mean Beelzebub.” Through the joint ef- 
forts of this precious pair, the Treaty of 
Versailles was converted into a Pandora’s 
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box from which a host of evils has issued 
to plague mankind. 

The conflict between the dictatorships 
and the democracies is largely one of dif- 
fering ideologies. In this struggle, che 
chief asset of democracy is the fact that 
it “provides a mental climate favourable 
not only to the personal expansion of 
Smith and Jones, but to the intellectual 
play and decisive experiments of genius.” 
It is only by a prompt utilization of the 
benefits of these experiments that democ- 
racy can hope to survive, and these 
achievements must mean a rapid extension 
of social rather than political frontiers. In 
the Anglo-Saxon world a new race of pi- 
oneers must be found who will lead hu- 
manity over the towering mountains of 
present-day economic distress into the 
green pastures of social security. Democ- 
racy is once more on the march. If its 
leaders have vision and courage, and if 
they can translate the principles of the 
Anglo-Saxon tradition into a new gospel 
of world service, success will attend their 
efforts. 

Mr. Catlin’s words of warm praise for 
American institutions have a distinct rela- 
tion to the crisis in the world today. Since 
the turn of the twentieth century, British 


publicists have been making a belated dis- 


covery of American virtues, and they have 
found a striking similarity between the cul- 
ture patterns of Great Britain and the 
United States. This sudden recognition of 
the unity of Anglo-Saxon civilization began 
in 1396 when British expansion in South 
Africa was rudely challenged by the Kai- 
ser’s famous telegram to President Kruger. 
Since that date, British statesmen have 
bent every effort to conciliate American 
public opinion, and the British press has 
been filled with articles that have empha- 
sized the close ties of a common culture. 
Against a dark background of European 
war clouds, British cartoonists have drawn 
a new portrait of Uncle Sam. The angular 
features and awkward gestures have been 
softened into a new blend of dignity and 
good will. Thanks to British propaganda, 
it may well be that our old Uncle Sam will 
soon appear in the guise of Lord Bountiful. 
CHARLES CALLAN TANSILL 
Fordham University 
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BINGHAM, ALFRED M The United States 
of Europe. Pp. 336. New York: Duell, 
Sloan and Pearce, 1940. $2.50. 

After having studied Coudenhove-Ka- 
lergi and the other voluminous persuasions 
for a pan-Europe ever since European na- 
tionalisms raised their head, and having 
read with much satisfaction such recent 
works as The Case for Federai Union dy 
W. B. Curry, Les Ententes Economiques 
by René Auscher, and Von der eidgenoess- 
ischen zur europaetschen Foederation by 
Hans Bauer and H G. Ritzel, I settled 
down with Mr. Bingham’s book, which— 
as his previous ones—seems to vacillate be- 
tween the good and the bad. “Hegel was 
the apologist for Prussian absolutism, and 
the spiritual father of both Stalin and Hit- 
ler,” decides Mr. Bingham brilliantly, and 
then covers Briand, Stresemann, Herriot, 
Painlevé, and Winston Churchill with a 
few references, which neither are complete 
nor do justice to their pioneer genius and 
their tremendous work. And no book on 
this subject should have comparatively so 
little to say about H. G. Wells. The his- 
tory of the idea, its growth and fluctua- 
tions, is particularly pertinent today when 
we are faced with a united Europe, a co- 
ordinated Europe under the heel of one 
nation’s dictator; for the prime principle 
of all pan-European plans is a voluntery 
federation of partners, where arms are 
internationalized, to be used as a weapon 
only against aggressors and in support of 
law. National excesses, emotionel malad- 
justments, imagined needs, swollen vanities 
—all these must disappear rather by hu- 
man sanity and common sense than by 
ruthless suppression by one man. It can- 
not be a class-unification of a workers’ 
utopia nor a ruling anstocracy, but a free 
and mutual exchange of cultural, political, 
and economic values. To think that an 
internationalized army in such a free-fed- 
erated Europe should be in the hands of 
the German Army with its traditions 
“thereby bridging the gap between Fred- 
erick the Great and the United States of 
Europe” is superficially naive, to say the 
least. Even to engage in the dangerous 
game of visualizing a Hitler-Germany in 
the framework of a pan-Europe would im- 
mediately defeat the underlying thought 
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and ideal (and an ideal it isl) in that it 
would subjugate Europe to a Hitler. 
There is a difference between federated, 
united, and co-ordinated, subjugated. It 
was Wilhelm von Humboldt who told us 
that “man is a product of his environment 
and his education!” What are these in 
Central Europe today? None other than 
Kant in mid-eighteenth century wrote of 
an international world organization in his 
Zum ewigen Frieden, and it was Wells who 
wisely stated that “a world-Caesar is 
hardly better . . . than world-chaos.” 

Mr. Bingham has done a service towards 
the cause “Europe must federate or perish” 
by collecting facts and adding a good deal 
of clear thinking, if tempered by wishful 
hoping. It seems a hurried work, that 
might well have gained in permanent value 
by more thinking ¢4rough than mere think- 
ing about. The author seems astonished at 
such suggestions es have been made by 
Mr. Wells to “punish Berlin,” as if to 
shock the patient to sanity. It is clear 
now that even this drastic method will no 
longer help, but that the root of evil will 
have to be eliminated from the heart of 
Europe before pan-Europe can blossom 
forth. Pan-Europe is still an unrealized 
dream, despite swastikas over Paris, Rome, 
Madrid, Vienna, Bucharest, Budapest, 
Sofia, Athens, Prague, Warsaw, Oslo, and 
Copenhagen—still an ideal, for which Eu- 
rope must still fight! 

Borts Erca NELSON 

Brooklyn, N. Y. 


Boccs, S. WHITTEMORE, International 
Boundaries. Pp. xvii, 272. New York: 
Columbia University Press, 1940. $3.25. 
Sooner or later there will be another ma- 

jor peace confererce. If, when that time 

comes, the statesmen and experts involved 
will refer to International Boundaries, they 
may be able to avoid many boundary 
errors of the kind made in the World War 
settlements; for Mr. Boggs, the official ge- 
ographer of the Department of State, is 
interested in much more than the purely 
physical characteristics of boundaries He 
also discusses the factors which determine 
the location of boundaries and the social, 
economic, and political problems peculiar 
to frontier areas. For this reason his book 
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will be useful not orly to geographers but 
also to social scientists generally. This 
is particularly true because of the remark- 
able paucity of boundary literature of a 
general character. There is much material 
on specific boundary disputes and the 
highly technical aspects of boundaries, but 
this is the only book yet published that 
treats of boundary problems as a whole. 

Very wisely, Mr. Boggs makes no effort 
to cover all current boundary disputes, al- 
though unquestionably the material fur- 
nished in the book will help anyone to 
understand these disputes. Rather, after 
describing the place of boundaries in polit- 
ical history and classifying different types 
of boundaries, he devotes the major por- 
tion of his book to the bouncary charac- 
teristics of North and South America, 
Europe, Asia, and Africa. He finds that 
each continent has a unique boundary his- 
tory and problem, and he illustrates and 
analyzes the differences by typical ex- 
amples from each continent. 

The chapter on water boundaries and 
how they are drawn should prove particu- 
larly useful to international lawyers. In 
a final chapter the author makes a number 
of important suggestions on the attitudes 
and the techniques that should be em- 
ployed in the peaceful solution of boundary 
problems. 

The value of the book is greatly en- 
hanced by a first-rate collection of maps 
and photographs that add much to a well- 
written and interesting text. 

WINCHESTER H. HEICHER 

University of Vermont 


Bovert, Marcret. Minaret and Pipe- 
Line. Pp. xvi, 422. New York: Oxford 
University Press, 1939. $5.00. 

In this book Margret Boveri has at- 
tempted to survey the Near and Middle 
East from prehistoric times to 1938. The 
effort to bring the book up <o late 1939 
in an introduction has not been wholly 
successful. 

The author, in the first chapter, sweeps 
through the movements of peoples and of 
armies in and out cf the Near and Middle 
East. Numerous sketch maps are pro- 
vided to illustrate her points. In a chap- 
ter, “Churches, Sects and Tribes,” follow- 
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ing a dissertation on the place of blue 
beads in Near Eastern life, an account is 
given of the social and religious particu- 
larisms dividing the Near East: the 
churches and their sects, the various divi- 
sions of Islam, and the esoteric sects of 
the Ismailiya, the Nusawiya, the Druze, 
and the Yezidis. The Kiirds are treated 
as a tribe interested only in retaining old 
habits and customs. 

In “The Third European Invasion and 
the World War,” the author suggests dif- 
ferences between the East and the West 
and deals with aspects of the political and 
economic expansion of Europe to the Near 
East. “The Scenes of Post-War Imperi- 
alism” deals primarily with the Persian 
Gulf and the oil installations at Bahrein, 
which the author visited, with the Cau- 
casian land-bridge, and with oil politics. 
Surveys, containing little that is new, are 
given on Turkey and Iran, with emphasis 
on the work of Atatürk and Reza Khan. 
Postwar settlements in the Arab peninsula, 
Syria, and the Sanjak of Alexandretta, m 
Trans-Jordan and Palestine, and in Iraq 
are treated with occasional flashes of in- 
sight. In her admiration, however, jor 
“the strong man,” evident throughout the 
book, she repeats the old meaningless 
phrase, “England backed the wrong horse” 
in not choosing Ibn Sa’oud instead of 
Sherif Hussein to lead the Arab revolt, ap- 
parently with no realization that the Sherif 
of Mecca, however intransigent and diff- 
cult in later days, was for that immediate 
purpose the keenest, indeed the only, tool 
at hand. Her statement that Ibn Sa’oud 
was “compelled to remain idle throughout 
the War by reason of his promise of neu- 
trality made to Sir Percy Cox” seems not 
in accordance with the facts. The final 
chapter, “The Near East m World Poli- 
tics,” is in many ways the best in the book. 

Notwithstanding a number of excellent 
points, the survey is neither a book for 
specialists nor for popular reading. For 
the most part, specialists will pass it by, 
preferring to go to the original sources or 
to secondary sources better organized and 
with less admixture of naiveté and inac- 
curacies. The “Layman’s Glossary,” in 
particular, abounds in misinformation. As 
a popular book, readers will not notice the 
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large gaps in the author’s knowledge, but 
will probably find the background material 
heavy going, although they may find com- 
pensation in the author’s accounts of her 
brief travels in the Near and Middle East. 
Pap WILLARD IRELAND 
Harvard University 


WAMBAUGH, SARAH. The Saar Plebiscite. 
Pp. xv, 489. Cambndge, Mass: Har- 
vard University Press, 1940. $5.00. 
This volume may in one sense be con- 

sidered a sequel to an earlier work by the 

same author, Plebiscites Since the World 

War (2 vols., 1933), and the interested 

reader is directed to that work for a basic 

discussion of the plebiscite machinery, its 
practical application since the World War, 
and the author’s major contribution in this 
field. The present book deals with the 
administration of the Saar territory by the 

League of Nations, and its transfer to Ger- 

many. Thus this volume limits itself to a 

detailed discussion of the last of several 

plebiscites held in accordance with provi- 
sions of the Treaty of Versailles. 

The earlier chapters deal with the long 
history of the Saar Basin, and they will be 
of interest to the historian. The account 
of the administration of the Saar by the, 
League, on the other hand, will be ex- 
cremely valuable to the student of inter- 
national relations. The methods and pro- 
cedures of postwar international adminis- 
tration are fully set forth. Here one will 
be impressed by the technique employed 
by the League, rather than by the results. 

Miss Wambaugh, a technical adviser and 
deputy member of the Saar Plebiscite Com- 
mission and a leading authority in the field, 
has made a valuable contribution to an 
experiment by the League in democratic 
international government. It was no fault 
of the League that the experiment proved 
a failure. This was due to overwhelming 
opposition by the Saarlanders to being de- 
tached from Germany. This illustrates 
the impossibility of internationalizing a ter- 
tory when articulate public opinion is 
opposed to such procedure. The judicious 
tule of the League did not eliminate this 
cbstacle. 

The author shows that the right granted 
to the Saarlanders to present their griev- 
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ances to the League Council increased the 
number of problems instead of solving 
them. Protests were continually lodged 
with the Council against imaginary injus- 
tices, demonstrating the ardent desire of 
the majority to return to their fatherland. 
The Governing Commission of the Saar 
was seriously crippled in performing its 
duties because of the pressure of the Ger- 
man Nazi party, since “democratic liberal- 
ism and the authoritarian state” could not 
be reconciled. 

Although confronted with hostile public 
opinion, the actual administration of the 
Saar by the League was highly successful. 
Numerous public improvements furthered 
economic progress. The territory was free 
from public debts, and taxes were low in 
comparison with taxes under German rule. 
Nevertheless, more than 90 per cent of tke 
Saarlanders voted for immediate return to 
Germany. The author concludes “that 
when economic interests clash with patriotic 
ties the latter wins.” 

With the fading of democracy the im- 
portance of international plebiscites loses 
its significance. It is conquest and not 
popular choice that determines questions cf 
sovereignty at the present time. Plebi- 
scites will be under an eclipse until real 
democracy returns. Should democratic 
processes again be employed among na- 
tions, however, the well-developed plebi- 
scite machinery may well serve as a guide 
in the expression of political preferences by 
minority groups. 

The entire book is well documented and 
shows evidence of extensive research. For 
the sake of completeness, a detailed ap- 
pendix of official texts is included. They 
deal with the government of the territory 
and matters pertaining to the plebiscite. 

Joun I. KNUDSON 

Polytechnic Institute of Brooklyn 


HUNTER, ROBERT. Revolution—W hy, 
How, When? Pp. xvi, 385. New York: 
Harper & Brothers, Inc., 1940. $3.00. 
The desire to analyze all human phenom- 

ena has carried investigators to the very 

heart of what was hitherto seemed an in- 
explicable chaos. Revolutions are now 
under the fiuoroscoze; interested but criti- 
cal eyes are examining the tortured body 
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af society racked by one of man’s most 
verrible emotional disturbances. Symptoms 
have Leen accurately noted, the progress of 
zhe disease has been carefully studied, re- 
sults have been tabulated, the white chart 
with the curve where the rise and fall of 
zhe heart beat of revolution is noted lies 
on the experts’ desks, and now at last some 
gradual approximation of causes has been 
made. If these investigations should lead 
in the near or distant future to a cure for 
this scourge which falls recuzrently upon 
the body politic, Mr. Hunter’s studies will 
be of far more worth than the mere com- 
pilation of fascinating data. 

To students of social and political up- 
heaval, the present volume contributes 
little that is strictly new. Karl Marx’s 
prophecies of a crashing universe precipi- 
tated Ly the wretched state of the poor and 
the luxurious life of the rich were dis- 
credited many years ago. No one, with the 
possible exception of the young reader of 
A Tale of Two Cities, believes that revolu- 
tions are the result of the misery of the 
peasants and the proletariat. According to 
Mr. Hunter, the causes of revolution are 
four: a discredited governmental system, 
an unstable economic system, an exhausted 
populace, and the armed support of the 
revolution by embittered, aggressive sec- 
tions of the middle class. 

The pages describing revolutionary tech- 
nique are brilliantly written. Studying here 
the mezhods used by Lenin, Mussolini, and 
Hitler, the reader is swept into the mad 
whirl that leads into the vortex of the 
catastrophe. Mr. Hunter makes it clear, 
however, that while there were certain dif- 
ferences between the modus operand: of 
taese three revolutionists, all three used 
the olc formula—the mobilization of all 
existing discontented factors against a dis- 
czedited government. 

Mr. Hunter’s close acquaintance with 
such people as Lenin, Juárez, Balabanoff, 
Kropotkin, the Webbs, and others, and his 
vivid presentation of their personalities, 
make a fascinating narrative of what is ac- 
tually a serious, detached, and valuable con- 
tribution to an understanding of the social 
and economic convulsions of our times. 

Lyrorp P. Epwarps 

Columbia University 
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WiILLoucHBY, WESTEL W. Japans Case 
Examined. Pp. x, 237, Baltimore: The 
Johns Hopkins Press, 1940. $2.50. 
When the distinguished Professor Emer- 

itus of Political Science of the Johns Hop- 

kins University, and sometime adviser to 
the Government of China, speaks with ref- 
erence to the Far East, he is assured of the 
respectful attention of many. In 1935 he 
published an exhaustive study of The Sino- 

Japanese Controversy and the League of 

Nations. To that study the smaller volume 

under consideration forms a postscript. 

From neither of these will proponents of 

Nippon in its advance from Incident to In- 

cident derive in any notable degree either 

aid or comfort. 

As might be expected, Dr. Willoughby’s 
approach in the present series of integrated 
essays is that of the urbane legalist, par- 
ticularly of the specialist in international 
law. The sirength and the weakness of 
his arguments and conclusions are that they 
are based on the postulated universal va- 
lidity of international agreements solemnly 
negotiated by representatives of govern- 
ments, the members of which are assumed 
to hold identical views with respect to such 
simple and fundamental matters as “truth” 
and “national honor” Although not lack- 
ing in earlier exemplifications, with ever in- 
creasing speed and numbers of examples 
since 1931 has the fallacy of such assump- 
tions been made manifest by various powers 
in the Eastern Hemisphere. Moreover, be- 
fore enumerating—and pulverizing—Japan’s 
“pleas in justification,” Dr Willoughby de- 
votes a section to “Japanese Psychology.” 
In this, not unhumorously, he concludes 
that “the rules of logic are universal, and, 
when these are properly [reviewer’s italics] 
applied, its conclusions are ineluctable to 
the members of all races However, indi- 
viduals or races can, and do, differ as to 
the fundamental premises posited by them. 
When, therefore, we find the Japanese mak- 
ing statements which to us seem absurd, 
the explanation may be, either that they 
give meanings to words different to those 
we ascribe to them, or, if the matter be 
one of passing judgment, whether of ex- 
pediency or of essential morality, that the 
underlying assumptions or normative 
standards may be different.” All of which, 
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including the demolition of Japan’s apolo- 
gies, reminds one of the reply of Lady 
lushbottom to Mr. Mullins, when he as- 
sured her that a certain unfortunate pedes- 
trian had had, on the preceding day, the 
right of way: “Maybe—but I had the 
Tiotor-car”; one of the few types of 
“pleas,” incidentally, which Japan’s spokes- 
rien, native and foreign, have failed to ad- 
-vance and one which even Americans, how- 
ever unsympathetically unimaginative, 
could scarcely have failed to comprehend. 

For those who need reassurance, there 
are fourteen pages of argument with regard 
zo the weakness of Japan’s plea of self- 
defense when caught in the act of tying her 
shoestring while crossing her neighbor’s 
melon patch. International law, Daniel 
Webster, the Lytton Commission, and 
Chief Justice Marshall are quoted as balms 
for China’s pains. Nor does Professor 
Willoughby take any stock in Nippon’s 
“Divine Right Theory” or in her “claim of 
vital interest”; nor does he, as should a 
democratic republican, shudder at China’s 
brand of “Communism,” which he declares 
would, in the United States, “be regarded 
politically and socially as a radical left- 
wing movement especially concerned with 
agricultural reform.” 

Concerning anti-Japanese feeling in 
China as a foundation for “incidents,” the 
author has the temerity to assert that “for 
more than forty years, Japan has, by suc- 
cessive acts of aggression, demonstrated 
that she has no regard for the welfare of 
the Chinese people’—-and he passes ad- 
versely critical remarks re zhe Twenty-one 
Demands of 1915, the Japanese military 
aggressions since the attack on Mukden in 
1931, the “wholesale smuggling of Japanese 
zoods into North China,” and, especially, 
“Japan’s opium policies in China” “By 
er acts already committed, and not by her 
protestations of good intentions, she 
[Japan] must be judged.” Particularly 
caustic is Dr. Willoughby in dealing with 
Japan’s claim that China is an unorganized 
state: “. . . Japan herself exhibits to the 
world a type of government which, should 
they choose, would warrant other nations 
in refusing to have formal relations with 
her.” 

And something more than the nail is hit 
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directly on the head when it is declared 
“that one of the reasons why Japan’s at- 
tack upon China’s very existence was not 
postponed beyond 1931 or 1937, was that 
Japan saw China rapidly becoming a pros- 
perous and powerful State.” Especial at- 
tention is directed also to “the extent to 
which the Japanes2 armed forces in China 
have directed their efforts to the destruc- 
tion of Chinese ecucational and other cul- 
tural institutions.” 

Although there is unnecessary repetition 
on several occasions (see pp. 6, 160; 7, 
161; 79, 159; 80, 159), and while, as a re- 
sult of the legalistic approach earlier men- 
tioned, an air of unreality pervades part 
of the work, this volume is of real value to 
students of Far Eastern history and inter- 
national relacions as well as to all who are 
unerested (and who nowadays is not?) in 
Amerian foreign policy. Of especial worth 
is the record of correspondence between 
Tokyo and London and Tokyo and Wash- 
ington since 1931. 

HARLEY FARNSWORTH MACNAIR 

University of Chicago 
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With the increasing pressure of Japan in 
the Far East, not only against China but 
also against the Western powers, the situa- 
tion in the Far East is heading rapidly 
towards a new crisis. It is at this moment 
of particular value to have at hand a num- 
ber of studies published by the Institute of 
Pacific Relations in an Inquiry Series to 
cover the whole field of Far Eastern af- 
fairs. The series is planned to include 
finally a number of thirty or more volumes, 
of which so far seven have appeared. 

The legal background of all the problems 
involved is given in the study The Existing 
Legal Situation as It Relates to the Con- 
jlict ix the Far East, by Quincy Wright. 
Dr. Wnght bases his study on the dis- 
crepancy between the de facto and de jure 
situations, with the present impossibility of 
either enforcing the latter or coming to any 
acceptable understanding on the former. 
An enormous amourt of material is given 
to describe in detail the agreements and 
the status of the different types of states 
and their rights which, according to the 
author, cannot be changed by one power 
alone. 

Two books deal with the interior prob- 
lem of Japan. Japanese Industry: Its Re- 
cent Development and Present Condition, 
by G. C. Allen, is an outstanding descrip- 
tion of the tremendous change taking place 
im the industrial organization of Japan be- 
ginning with the world depression in 1929. 
The author describes how Japan had to 
adjust herself to the difficulties to her 
trade caused by the economic world crisis; 
how ker then predominantly textile in- 
dustry had to be diversified and a rapid 
growth of the heavy industry meant a total 
redistribution of capital and labor under 
the pressure of economic forces. This di- 
versification, however, was meant, particu- 
larly in Manchukuo, to strengthen the mili- 
tary and strategic situation. During the 
present war with China the quasi-wartime 
economy has become a full war economy. 
The waole system of control and financial 
policy is described. The author sees for 
japan in the future the two alternatives to 
readjust her industries to international 
trade or to go ahead with the policy of 
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military conquest, a course beset with grave 
dangers To a similar conclusion comes 
Miriam S. Farley in her study, The Prob- 
lem of Japanese Trade Expansion in the 
Post-War Situation. After describing the 
effects of the war on Japanese foreign 
trade, Miss Farley demonstrates that for at 
least another generation a continuous ex- 
pansion of Jepan’s export and import trade 
ıs essential for Japan’s well-being, but she 
also thinks that this is possible only under 
conditions of assured peace. 

Kurt Bloch, in his study German In- 
terests and Policies in the Far East, de- 
scribes the inconsistency of German eco- 
nomic policy in the Far East. The position 
in China was rebuilt with the help of such 
favorable conditions as the presence of 
the German military advisers. But at the 
same time the political game led to in- 
creasing friendship with Japan. The pres- 
ent war upset both connections, and the 
author, who wrote his study first in 1938, 
concludes that Germany has temporarily 
withdrawn from the Far East, where “her 
future role depends on the outcome of the 
European war.” 

Much uncovered territory is dealt with 
in the excellent study, Australia’s Interests 
and Policies in the Far East, by Jack 
Shepherd. The book describes the situa- 
tion of a country torn between “fear and 


hope” in its relation to the Far East. The ' 


old fear of the Japanese “menace” and the 
tradition of the “White Australia” policy 
are balanced by the recognition of the in- 
terdependency on Far Eastern trade, par- 
ticularly with Japan. The development of 
this trade and its setbacks is described in 
cetail, Yet the military fear leads to an 
extended defense policy discussed in detail. 
This policy aims for Australia to become 
an Imperial asset rather than a liability 
The question of defense is aso one of the 
outstanding notes in Jan F. G. Milner’s 
New Zealanc’s Interests and Polictes in the 
Far East. New Zealand’s trade has to a 
far higher degree been with the Mother- 
land, and it is comparatively less dependent 
on its trade connections in the Far East. 
Until recently this dependency on England 
was even expressed by the faci that New 
Zealand’s opinion of the Far East was to a 
great degree formulated via London. But 
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events since Munich have tended to prove 
that it is dangerous for New Zealand to 
rely entirely on England and the protection 
of the fleet based on Singapore, to the for- 
tification of which New Zealand had con- 
tributed. 

T. A. Bisson, in his study American 
Policy in the Far East: 1931-1940, points 
out that “the United States no less than 
Britain had its reasons to prevent the 
threatened ‘breakup of China.’ On many 
occasions since 1899-1900 and notably at 
the present time both countries have stood 
to gain from a common policy in the Far 
East.” The author develops the American 
attitude during the Manchurian crisis and 
after, the collapse of naval limitation, the 
trade friction with Japan, and finally the 
American attitude during the present war. 
The true interests of the United States are 
seen in the general maintenance of stability 
and peace. In China that has meant the 
policy of the Open Door, equal opportu- 
nity, and territorial integrity. In support 
of these principles “the American Govern- 
ment has not sought to erforce them by 
reckless and irresponsible resort to armed 
force. Yet it has never surrendered them.” 

F. MICHAEL 

Johns Hopkins University 


HisHma, SEIJI. Japan Among the Great 
Powers. Pp. xv, 405. New York: Long- 
mans, Green & Co., 1940. $3.50. 

Norman, E. HERBERT. Japans Emergence 
as a Modern State. Pp. xvi, 254. New 
York: Institute of Pacific Relations, 
1940. $2.00. 


“Westernization” in Asia has gone 
through two phases In the first, the 
urgent need of countries like Japan was 
to understand the nature and gauge the 
thrust of the new forces that were break- 
ing into their ancient world. It was im- 
perative to study the West in Western 
terms; and in the process, quite naturally, 
there developed a tendency to reclassify 
Asiatic values according to Western cate- 
gories. There followed a second phase of 
equally natural revulsion: an attempt, 
often artificial and uncritical, to return to 
the old Asiatic values, and to retain only 
those Westernisms that could be subordi- 
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nated to Asiatic control. A third phase of 
genuine integration has yet to be attained. 

Dr. Hishida’s work, though strongly na- 
tionalistic, belongs unmistakably to the 
first of these phases. Its quality dates 
fram 1905, when it was first published, and 
it has been “brought up to date” only 
chronologically—nct in spirit First and 
last, it is the attempt of a Western-trained 
Japanese jurist to “present the case for 
Japan” in Western terms. It is ample in 
scope, dignified in pace, considered in judg- 
ment, serious in moral tone, and infinitely 
misleading in sum total—not by misstate- 
ment, but by omission It gives those of 
the facts that are pertinent to the case, but 
omits the formative processes. 

On page 10, for mstance, the problem of 
Korea is glossed over by the statement 
that “Korea, once designated as an outlet 
for Japanese colonists, produced an unex- 
pected result, since the number of Koreans 
who have emigrated to Japan since 1910, 
the year of its annexation, has exceeded 
that of Japanese who have emigrated to 
Korea.” This leaves intact Japan’s case— 
the demand for a colomal empire—by ig- 
noring the processes of Japanese impe- 
rialism; for the “unexpected result” in 
Korea was that Japan drained the wealth 
of the country by methods which pau- 
perized the Korean peasants, thus forcing 
into Japan itself a backwash of destitute 
Korean laborers, depressing the Japanese 
standard of living and feeding the demand 
for more room to expand. 

There is not enough space here for ade- 
quate quotation, but there is one official 
statement, on page 223, which reveals the 
continuity and the orientation of Japanese 
imperialism so unmistakably that it cannot 
be omitted. In 1915, Great Britain, 
France, and Russia were anxious to have 
China join the war against Germany. 
“Foreign Minister Ishii declined to approve 
the plan, straightforwardly announcing that 
Japan could not regard with equanimity 
the organization of an efficient Chinese 
army ... nor could she fail to regard with 
uneasiness a liberation of the economic ac- 
tivities of four huncred million people.” 

Two phases can also be distinguished in 
Western studies of Asia. In the first, it 
was enough to have command of a lan- 
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guage. The man who could read Japanese 
became automatically an authority on poli- 
tics, Buddhism, art, the tea ceremony, 
bushido, the significance of the Emperor, 
and everything else. A second and sounder 
phase has now been reached, in which the 
political scientist or the art critic studies 
Japanes2 in order to exercise his profes- 
sional training within the field of Japanese 
phenomena. 

Dr. Norman is a brilliant Canadian ex- 
ponent of this method In a short study, 
packed with citations from the source ma- 
terial in Japanese, he has given us the first 
adequate “functional” account in any lan- 
guage (unless, there is something equally 
satisfying in Japanese) of the rise of Japan 
to modern statehood. Carrying forward a 
stage Sir George Sansom’s masterly Japan: 
A Short Cultural History, he never loses 
sight of the processes of history. Within 
the framework of events, laws, decrees, 
and treaties, the changing character of a 
scciety is revealed with a sympathetic un- 
derstanding that is never sentimental and 
never flinches from the real issues and the 
actual flow of forces. 

Dr. Norman does not deal with simpli- 
fied and incomprehensible “militarists” and 
“liberals,” but with a country that has a 
comprehensible range of conditions. No 
group within the country is a unit with 
sharp edges. Every group is affiliated, in 
varying degrees, with other groups, and is 
more closely affected by some national con- 
dizions than by others. There is thus an 
interplay of internal forces which are af- 
fected, again in different degrees, by the 
impact of external forces. This is a his- 
tozy, not of dates and events, but of phe- 
nomena: the tracing, within a given span 
of time, of the functions of change. 

From both Dr. Hishida and Dr. Norman 
there is one important lesson to be learned: 
Tke stucent of contemporary Japan who 


‘wishes tc understand what Japanese have 


to say, but cannot read Japanese, cannot 
get into touch with “the real Japan” except 
by reading the different pamphlets and 
other publications put out by “pressure 
groups” and “ideologists” preaching to the 
army and to the peasants—for the peasants 
are the army, and, as Dr. Norman points 
out, they are also the reservoir from which 
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both revolutionary and reactionary move- 
ments draw their main strength. To un- 
derstand these complicated phenomena it 
is no longer sufficient to consult Dr. Hi- 
shida, the files of Contemporary Japan, and 
the products of the mill which Dr. Thomas 
Baty runs for the Tokyo Foreign Office, 
grinding out the correct legal reasons (2x- 
quisitely polished) for the wrong things. 
Owen Latrimore 
Johns Hopkins University 


Fer, Hsrao-tunc. Peasant Life in China. 
Pp. xxvi, 300. New York. E. P. Dutzon 
& Co., 1939. $3 50. 

For correcting our vague-and distorted 
views of two-thirds of the world still cut- 
side the scope of ordinary Occidental opin- 
ion and social science, and for redirecting 
culture change in China, such volumes as 
this “Field Study of Country Life in the 
Yangtze Valley” are invaluable. On this 
point one can heartily agree with the au- 
thor’s teacher and sponsor, B. Malinowski. 
From this viewpoint, also, one who is ac- 
quainted with the British educational sys- 
tem and with Chinese proprieties and atti- 
tudes can even understand how this study 
was a product of the “life-long filial duty” 
which Mr. Fei imposes on himself “to 
share his [Malinowski’s] heavy burder: in 
building up a science of man, znd in regliz- 
ing a genuine co-operation among all ziv- 
ilizations” (p xvii). But there seems little 
excuse for the anthropology professor's 
quoting the eminent but apparently ill- 
informed Sir E. Dennison Ross on the 
uniqueness of the volume as a firsthand, 
intimate, and full story of life in a Chinese 
community. It is not a full story, and 
does not pretend to be; and in 1925 Daniel 
H. Kulp produced a more comprehensive 
study of a community, which in tum was 
followed by other shorter studies of vil- 
lages, both traditional and undergoing in- 
dustrialization. 

Mr. Feis own investigation is confned 
chiefly to a village southeast of Shanghai, 
containing under 1,500 people, with 460 
acres of fertile irrigated farm land. The 
village draws half its present income from 
rice cultivation, in “prosperous” times silk 
production has brought ovez twice that 
sum; and fishing has always added to fam- 
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ily larders This economy and che related 
questions of land tenure and inheritance, 
occupations, marketing, and finance, pro- 
vide the focal points of the investigation. 
However, there is no such detail on the 
items and amounts of farm income as is 
given in the works of John L. Buck. It 
is unfortunate that the firsthand study was 
confined to two months, only a sixth of 
the “full story” of the community’s econ- 
omy. 

A dominant place in the author’s thought 
(pp. 282-85), is given to the silk industry, 
and, through this, to the village’s relations 
to the work market. Here his conclusions 
as to the role of international capitalist 
economy (and the national communist 
movement) go far beyond any data or 
analysis presented in the text. One won- 
ders if he could have been aware, for in- 
stance, of the efforts in behalf of China’s 
rural silk producers by the Silk Association 
of America. In view of what we know of 
other villages, the author’s deliberate omis- 
sion of ancestor worship and religious and 
magical beliefs may have Lad something to 
do with the paucity of his discussion of 
general attitudes affecting the silk industry. 

In spite of these limitations, we repeat 
that the book is an invaluable contribution 
to our present meager case studies of Chi- 
nese communities. We look forward to the 
author's future work, and only wish he and 
Kulp could co-operate in further study in 
this field. 

Maurice T. Price 

University of Illinois 


CHAMBERLAIN, JOHN. The American 
Stakes. Pp. 320 New York Carrick 
& Evans, Inc., 1940. $2.75. 

American Stakes is a synthesis and an 
elaboration of John Chamberlain’s eco- 
nomic, social, and political views on the 
future of the American democracy. Many 
of these expositions have already appeared 
in articles in Harper’s Magazine, Yale Re- 
view, Fortune, and elsewhere The book 
opens with a discussion of the nature of 
the state. In the past, the author declares, 
organized government was the “racket” of 
a dominant class; at times the army or the 
landowners, at other times the noblemen 
or the industrialists Chamberlain then 
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presents a series of superficial explanations 
of the panaceas of the past and present, 
such as communism, fascism, socialism, 
the co-operative movement, anarchism, and 
guild socialism, but concludes that “old 
roads to freedom remain blocked” He 
then analyzes the practical opportunities 
liberalism has to offer. To convince the 
reader of the value of democratic lib- 
eralism as our panacea, he first points out 
many of our perplexing domestic and for- 
eign problems that require immediate solu- 
tion; such as unemployment, monopolies, 
foreign trade, the manufacturing lull, un- 
employed youth, the tariff, reciprocal trade 
agreements, and many others. He then 
explains what he refers to as the partial 
successes of President F. D. Roosevelt and 
his kaleidoscopic New Deal program in 
solving these problems. He envisages a 
working democracy as being the result of 
compromises among the various economic, 
social, and political pressure groups, which 
he considers the proper solution of Ameri- 
ca’s problems. Predicated on this thought, 
he urges that the solution of our domestic 
and social problems is basic to the solution 
of all our problems. Accordingly he urges 
the prosecution of his plan, which consists 
in borrowings from several of the greatly 
popularized schemes. He believes in the 
encouragement, because of their respective 
intrinsic value, of (1) the small entre- 
preneur such as the small storekeeper, (2) 
the great corporation such as the United 
States Steel Corporation, (3) the public 
utility such as any of the railroad corpora- 
tions, (4) government collectivisms such as 
the post office or the TVA., and (5) pri- 
vate collectivism such as the various co- 
operatives. 

American Stakes is a highly provocative 
and stimulating book. The reviewer agrees 
with much of the author’s analyses and his- 
tory, but, if he were permitted to play the 
role of a prophet, he would offer the opin- 
ion that Western civilization will be much 
more collectivized in the near future than 
the author is willing to admit. We may 
continue to make fetishes of such terms as 
“liberalism,” “freedom,” and “democracy,” 
but underneath it all will be the regulating 
or governing hand of the state to dispense 
what it considers the greatest good for the 
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masses. Eighteenth-century ‘beralism is 
going to give way to the twentieth-century 


- brand. 


J. H. LANDMAN 
College of the City of New York 


GABREL, Ratpo H. The Course of Amer- 
ican Democratic Thought: An Intellec- 
tual History since 1815. Pp. xi, 452. 
New York: The Ronald Press, 1940. 
$4.00. 


In some respects the subtitle of this 
work is a more accurate indication of its 
nature than its title. The book suffers 
somewhat, at least in unity, from the au- 
thor’s lack of certainty as to whether he 
is writing a history of democratic thought 
or an intellectual history The two are 
related, but they are not the same There 
are a number of subjects which shoud 
have much more thorough treatment if 
this is to be taken as a treatment of demo- 
cratic ideas and patterns. Similarly, there 
are many strands of intellectual history 
which are either partially or wholly neg- 
lected. 

The book is divided into six parts, which 
deal respectively with the social and in- 
tellectual background of the decades pre- 
ceding the Civil War, with the War and 
Reconstruction era, with the gilded age, its 
science and religion, with some scholars of 
the late nineteenth and early twentieth cen- 
turies, with the progressive era, and with 
the last two decades. This bare outline 
gives little indication of the service of the 
book, which is, I think, ın gathering into a 
single volume, one that ıs neizher a text- 
book nor a monumental treatise, a series cf 
sketches of a wide variety of kinds cf 
writing and thinking. No one of them 1s 
comprekensively treated, but in the very 
inclusiveness of the collection the authcr 
has measurably advanced the study cf 
American thought, even though, as I have 
previously remarked, he does not seem 
clear as to his objective. And I particu- 
larly felt that this lack of certainty was 
partly responsible for the disappointing 
character of the final chapter, The Essence 
of the American Democratic Faith. It is 
disappointing in that it stops just when it 
seems to be getting well under way. The 
analysis is suggestive, but it is not satisfy- 
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ing, either as a consideration of the various 
strands of democratic thought or as an at- 
tempt to synthesize the diversified strands 
of intellectual thought. 

One of the penalties which any scholar 
must pay who is brave enough to attempt 
to cut across academic lots is that spe- 
cialists in most of the fields concerned will 
think their particular plots slighted. I 
confess that I found the author most satis- 
fying when discussing the major literary 
and the minor religious figures, and least 
satisfactory when dealing with political end 
economic thinkers. There is an interesting 
although one-sided essay on Calhoun. Oth- 
erwise, the political, economic, and consti- 
tutional ideas of the pre-Civil War era are 
hardly more than referred to. Even more 
noteworthy is the very brief (eight pages) 
and almost perfunctory chapter on the Pro- 
gressives. Surely American democratic 
thought of the last half-century is nowhere 
more vividly expressed. Yet the Social 
Gospelers and the Christian Socialists, who 
were neither representative nor influential, 
get more than twice as much space. Much 
is said about the Constitution as a symbol, 
but the material on its interpretation 1s 
sketchy, excepting for the essays on Field 
and Holmes. When Professor Gabriel 
talks about the cases he is not very clear, 
as on the Civi Rights cases, and it is al- 
most inexcusable for a historian to say that 
the income tax law of 1894 “was in ob- 
vious opposition to the tax clauses of the 
Constitution.” 

BENJAMIN F. WRIGHT 

Harvard University 


WeESTMEYER, RusseLL E. Modern Eco- 
nomic and Social Systems. Pp. viii, 604. 
New York: Farrar & Rinehart, Inc., 
1940. $3.00. 


The title of this book is somewhat mis- 
leading. The book is not so much con- 
cerned with economic and social systems in 
action as with ideologies of economic and 
social reform. The stated purpose of the 
author is to present these in concise and 
nontechnical language which will render 
them fully intelligible to the unversed 
reader. In this purpose he has largely suc- 
ceeded, though it cannot be said that he 
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has altogether escaped the vitfalls of over- 
simplification. 

Considerably more than half the book 
is devoted to socialist ideologies. Particu- 
lar attention is given to the Marxian the- 
ories. There are extended discussions also 
of Soviet Communism, Fascism in Italy, 
and National Socialism ir Germany. A 
very brief concluding chapter summarizes 
the present-day significance of these move- 
ments and offers criteria by which they 
may be compared with “liberal democ- 
racy.” 

The author clearly is not a defeatist as 
respects democracy, but Łe seems to zs- 
sume that his readers will be so acequately 
grounded in democratic philosophy that 20 
large excursion into that area is necessary. 
If it were a fact that the people of demo- 
cratic countries need no instruction in the 
basic principles of popular government, 
there would be little need to worry about 
the menace of totalitarianism. Indoctrina- 
tion for democratic citizenship has seldom 
gone beyond the inculcation of a few re- 
sounding dogmatisms, which, though of 
honored lineage and noble purport, are of 
slight value in solving the complex prob- 
lems of self-government in the modern 
world. It would not be a great exaggera- 
tion to say that the people of democrazic 
countries understand the dictatorships bet- 
ter than their own political systems. Per- 
haps they read and hear more real truth 
about the dictatorships than about their 
own institutions. 

“The very mention of the word dictator- 
ship,” says Dr. Westmeyer (p 511), “is 
sufficient to call forth bitter denunciations 
from most good Americans, but in all fair- 
ness it must be admitted that the dictator- 
ship form of government has certain very 
definite advantages over democracy. The 
most important of these is the fact that # 
gets things done.” ‘This implies that de- 
mocracy does not get things done. Does 
it also imply that democracy is necessarily 
unable to get things done as energetically 
and efficiently as the dictatorships? Dr. 
Westmeyer does not say. 

A political system which cannot get 
things done, however great its virtues in 
other respects, is fatally handicapped for 
survival, Modern econcmic and social 
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conditions are ruthlessly weeding out such 
governments. Are the present forms and 
processes of democracy the best that can 
be hoped for? Is there no way to have 
democracy without demagogic politicians, 
knavish partisanship, babbling and unprin- 
cipled legislatures, incompetent administra- 
tion, servility to pressure groups, and other 
conspicuous flaws which make it difficult 
for democratic governments to get things 
done? A fuller examination of democratic 
theory and practice would have helped Dr. 
Westmeyer’s readers to answer such ques- 
tions. 
CHESTER C. MAXEY 
Whitman College 


Occ, Frepertrc A., and P. Orman Ray. 
Essentials of American Government. 
3rd Ed. Pp. viii, 634. New York: D. 
Appleton-Century Co., 1940. $3.25. 
Some twenty years ago Professors Ogg 

and Ray published a lengthy Introduction 
to American Government, which, since its 
first appearance, has been one of the most 
widely used textbocks for introductory col- 
lege courses in government. It is massive 
in its treatment, in almost encyclopedic de- 
tail, of all important phases of American 
national, state, and local government, and 
is liberally supplied with footnotes and 
bibliographies. Accordingly, for teaching 
purposes, the text is too long and detailed 
to suit the needs of the one-semester Amer- 
ican government course. For this sort of 
course the big parent volume makes two 
special appearances, either by division or 
condensation. In one form, the first 
thirty-three chapters, dealing with the 
American national government alone, are 
bound separately. In the other form, the 
book is shrunk to some six hundred pages, 
while at the same time traversing the same 
broad areas originally covered. This con- 
densation, Essentia-s of American Govern- 
ment, is now in its third edition, based 
upon the sixth edition of the parent vol- 
ume. 

There are forty-one chapters in the Es- 
sentials as compared with fifty-one in the 
parent volume. The chapters on citizen- 
ship and civil rights are telescoped to- 
gether, as are the chapters on national 
revenues and expenditures, those on agri- 
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culture and conservation, those on foreign 
relacions and national defense, those on the 
structure and work .of state legislatures, 
those on county government and its recon- 
struction, three chapters on the structure 
of city government, and two on municipal 
activities. ‘Thus, while the Essentials is a 
much shorter book, it embraces the same 
variety of subjects, arranged in the same 
logical order. The operation is carried 
through without any noticeable violence to 
the subject matter involved. 

The university teacher may use the big 
volume as the text for a two-semester 
course in American government, or if he 
prefers to devote but a single semester to 
the subject, he may use the national-gov- 
ernment section, or he may avail himself 
of the Essentials, which, within a manage- 
able number of pages, covers the broader 
field. There is the possibility, therefore, 
of satisfying several tastes from the same 
fountain. 

“Ogg and Ray” has been on the market 
for so many years, and has achieved such 
a solid place for itself in the political sci- 
ence fraternity, that it now speaks for it- 
self. One of its great merits still lies in 
the fact that, with triennial revisions, it is 
always up to date. The present edition 
of the Essentials devotes considerable at- 
tention, for example, to the recent changes 
in the organization of the national admin- 
istrative system, the Roosevelt Supreme 
Court “reorganization” controversy, and 
the swiftly moving problems inherent in 
the changing relations between the national 
and local governments of this country. 
Most welcome is the expanded discussion 
of the functions of government, particu- 
larly of the newer functions in the field 
of business regulation, labor relations, and 
social security. Indeed, no one who reacs 
the Essentials can possibly leave it with 
the notion that American government is 
merely an aggregation of political machin- 


ery. 

Which of the many textbooks now avail- 
able for the introductory American gov- 
ernment course the teacher will use is a 
matter of taste. The present reviewer is 
partial to “Ogg and Ray.” He has always 
believed that the purpose of such a text- 
book is to give a full exposition of the 
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essential facts. Since “knowledge precedes 
appreciation,” he believes that the begin- 
ning student should first be solidly 
grounded in the fundamental facts of 
American government, upon which alone a 
superstructure of ideas may later be 
erected. The essential sturdiness of “Ogg 
and Ray” still makes it a good jumping-off 
place. 
Davin Ferman 
University of Nebraska 


Sart, Epwarp McCuesney. American 
Parties and Elections. Revised Edition. 
Pp. x, 790. New York: D. Appleton- 
Century Co., 1939. $4.00. 

. When this book first appeared, in 1627, 

it at once took front rank among textbooks 

on American political parties. In the 
twelve. years that have elapsed since its 
first ‘publication the political scene has 
changed, new patterns of behavior have 
emerged, new legislation has been enacted, 
and new viewpoints in the theory and prac- 
tice of politics have developed. It is with 
these factors in mind that Professor Sait 
has undertaken a thorough revision. Yet 
in spite of changes in stage setting and 
personnel, the basic structure and proce- 
dure of American politics remain essen- 
tially the same. It is not surprising, there- 
fore, to discover that this new edition 
follows closely the style and plan of the 
old—it represents revision by evolution, 
not revolution. Five new chapters have 
been added, among them an introduction 
which sets forth clearly and succinctly -he 
underlying assumptions upon which -he 
discussion proceeds, and includes by way 
of orientation a brief analysis of American 
political geography. The other new chap- 
ters deal with “ ian Pressure Groups,” 

“Minor Parties,” “Campaign Finance,” end 

“Registration” which in the old edition re- 

ceived less extended treatment. The book 

continues to be a veritable encyclopedia on 
most phases of American parties and elec- 
tions. 

- “The best approach to party,” writes 

Sait, “is through the electorate and che 

methods by which the electorate gives ex- 

pression to its will” It is this perfectly 
valid assumption that prompts the author 

to devote nearly two hundred pages to a 
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discussion of suffrage problems, public 
opinion, and pressure groups before turning 
to the “Nature and History of Parties.” 
If this seems like putting the cart before 
the horse, it is well to remember that in 
the absence of responsible government 
based upon the right of the governed to 
participate in the organization and manage- 
ment of the state, political parties as we 
have known them in this country would 
never have developed; for if it is true, as 
Sait says, that “parties are essential to 
the functioning of popular government” 
and that “without them democracy could 
not endure,” it is equally true that popular 
government is a necessary condition for 
the existence of political parties. In this 
connection one wishes that Professor Sait 
had placed more emphasis on the basic 
rights of free expression and association, 
which are no less essential than universal 
suffrage to the operation of democratic 
institutions. Universal suffrage in itself 
is no guarantee of democracy, as the recent 
history of the totalitarian states of Europe 
demonstrates. It is at least arguable that, 
given the rights of free expression and as- 
sociation without universal suffrage, a 
greater measure of governmental responsi- 
bility might be enforced through open 
discussion and economic and social pres- 
sure than is possible with universal suffrage 
operating in an atmosphere of censorship 
and suppression. 

In his discussion of machine politics it 
seems to me regrettable that Sait fails to 
point out the similarity between party ma- 
chines and bosses and their counterparts in 
big business as well as within the more 
powerful pressure groups. It strikes me as 
naive, for example, to accept at face value 
the assertion of the Chamber of Commerce 
of the United States that “it does not pro- 
mote specific legislative measures” and that 
its position “is determined by the vote of 
its constituent members.” Any realistic 
analysis of modern corporate control or of 
the internal management of influential 
pressure groups will show that bossism and 
machine domination are not confined to 
political parties. Failure to make this 
analysis is the more striking in view of the 
author’s insistence that “such bodies as the 
A.F.L. and the C.LO. and their affiliated 
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urions should be prohibited, like business 
corporations, from contributing to cam- 
paign funds,” or that at least such con- 
tributions should te forbidden without spe- 
cific authorization in writing from each 
individual member. 

Professor Sait expresses grave concern 
at the influence of governmental spending 
and relief on the electorate, and the possi- 
bility through such largess of perpetuating 
the party in power He is alarmed at what 
he calls the “political manipulation of 
W.P.A.” At the time of the 1936 election, 
he says, “there were 2,482,681 persons on 
the roll; and at the tıme of the election 
of 1938, 3,216,400; but in November 1937, 
an off-year from the standpoint of elec- 
tions, only 1,519,740—in spite of the fact 
that unemployment was more general then 
(i.e. 1937) than in November 1936.” The 
author then quotes with approval the state- 
ment of Senator Tydings that “you can- 
not drive the relief rolls up 50 per cent in 
1938, when they went down 30 per cent 
in the same perioc in 1937, and explain it 
in any other way zhan that the appropria- 
ticns were used for politics... .? Why 
Professor Sait did not consult or cite more 
objective sources than opposition politi- 
cians as reported by the none-too-reliable 
Frank Kent is not disclosed in the text, 
but the reports of the National Industrial 
Conference Board throw considerable 
doubt upon the validity of these charges. 
The Board’s figures on unemployment for 
the month of October—the crucial period 
if we have in mind political manipulation 
—show 6,521,000 in 1936, 5,691,000 in 
1937, and 9,244,000 in 1938. Thus the 
increase in unemployment in 1938 over 
1937 is 3,553,000, or more than the 50 per 
cent increase in W.P.A. rolls. I am not 
disposed to deny political manipulation of 
relief expenditures—by Republicans no less 
than Democzats—and there is plenty of 
evidence of this, but the most reliable data 
simply do not justify the wholesale charges 
made by Professoz Sait. Moreover, had 
the political paddirg of relief rolls in 1938 
been as widespread as he implies, and were 
it as effective as he seems to fear, it is 
dificult to explain the overwhelming Re- 
publican victory in the elections of that 
year. It is worthy of comment, too, that 
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government payments to farmers in 1938, 
an election year, were only $482,221,000 
as against $807,065,000 in 1939, an “off” 
year. 

There are other parts of this text to 
which I should take exception, notably the 
charges that “the system of popular legis- 
lation (i.e. the initiative and referendum) 
stands condemned”; that “as in the case 
of the initiative and referendum the adop- 
tion of the recall amounts to a confession 
that, under the existing system of elec- 
tions, the people are ıncapable of choosing 
honest and efficient public servants”; that 
“the recall ıs simply the reincarnation of 
the Jacksonian myth that short terms and 
frequent elections keep power in the hands 
of the people.” But space forbids an ex- 
amination of these assertions. Professor 
Sait’s extended and eloquent plea for a 
lightening of the voters’ burden through 
simplification of governmental structure, 
the short ballot, administrative reorganiza- 
tion, extension of the merit system, and 
so forth, should be required reading for 
every citizen who wants to preserve democ- 
racy. But it does not follow that these 
reforms are incompatible with the con- 
tinued use of the initiative, referendum and 
recall. Can it be that Sait has become a 
disillusioned progressive or a “tired lib- 
eral”? 

PETER H. Opgcarp 


Amherst College 

Cups, Harwoop L. An Introduction to 
Public Opinion. Pp. vi, 151. New 
York: John Wiley & Sons, Inc., 1940. 


$1.75. 


For anyone interested in public relations, 
Dr Childs’s book should be required read- 
ing. This is especially true of college ad- 
ministrators and others who have the pri- 
mary duty of determining what the youth 
of the Nation shall be taught. Dr. Childs 
wrote the book with a twofold purpose in 
mind: (1) to present a theory of public 
opinion which would serve as a frame of 
reference for business, political, and labor 
leaders who are at grips with public rela- 
tions problems, and (2) to clarify the 
meaning of such terms as “public rela- 
tions,” “public opinion,” “public interest,” 
and “propaganda.” In the process of clari- 
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fication, Dr. Childs in the first four chap- 
ters cevelops a theory of public relations 
which will open the eyes of many who have 
_ been accustomed to thinking of public re- 
lations in terms of books and articles writ- 
ten on the subject by publicity mad pub- 
licity agents. 

The second important contribution which 
Dr. Childs has to offer is his definition of 
public opinion, which he defines as “any 
collection of individual opinions desig- 
nated.” This is not the first time Dr. 
Childs: has iterated this concept of public 
opinion, but his statement in this book is 
much more than a confession of faith. 
Elaborated and buttressed by an excellent 
argument, it takes on added importance. 
Its universal adoption would do much to 
make the field of public-opinion theory a 
field instead of a dank morass. The rest of 
the book presents a sound liberal viewpoint 
upon such subjects as public opinion polls, 
propaganda, and their relation to social 
control and to democracy. 

This is not to say that the bok as a book 
is without faults. Two other recent books 
in the field—those written by Albig and 
Smith—are much more comprehensive. 
Further, much of the material in Dr. 
Childs’s book was presented as a series of 
lectures to business men under the auspices 
of the American Council on Public Rela- 
tions, and it has been published as pre- 
sented. This means that the emphasis 
necessary to a good lecture degenerates at 
times into verbosity and redundancy in a 
book, Though this is occasionally annoy- 
ing, iz in no way impairs the value of the 
book. 

W. C. CLARK 

University of Pennsylvania 


Dawes, CHARLES G. Journal as Ambassa- 
dor to Great Britain. Pp. ix, 442. New 
York: The Macmillan Co., 1939. $5.00. 


Any reader who labors through this long 
and chatty journal will appreciate at once 
the verity of Hugh Gibson’s remark that 
“diplomacy is not hard on the brain, but it 
is hell on the feet.” Mr, Dawes kept a 
faithful record of his many visits to the 
houses of British friends, and no occur- 
rence was too trivial to escape his indus- 
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trious pen. Between diplomatic acts he 
would vary his routine by paying a call to 
the London Zoo to see the “untamed and 
ferocious” tiger that had recently arrived 
from Sumatra, or he would lunch with the 
Prince of Wales and regale him with stories 
of gangster rule in Chicago. Upon rare 
occasions he would go to Windsor Castle 
to talk over matters of state with George “ 
V, but it was not customary to quote His 
Majesty upon any point, so the “‘interest- 
ing and inspiring” comments that fell from 
royal lips could not be recorded. 

Before beginning his journal of his ex- 
periences as Ambassador, Dawes finds time 
to tell the stirring story of how he rescued 
the Chicago World’s Fair from the dragon 
of bankruptcy. When the bottom seemed 
about ready to fall from under this great 
Chicago project, he called certain civic 
leaders to his office and belabored them 
with such “harsh language” that they were 
shamed into new energy and the fair was 
saved. 

On March 4, 1925 Dawes attempted sim- 
ilar tactics in the United States Senate. 
Immediately after his inauguration as Vice- 
President, he launched into a bitter tirade 
against the antiquated rules of the Senate 
and demanded their thoroughgoing reform. 
His crusade was in vain, and the memories 
of his defeat lingered long after he had 
completed his service as the presiding of- 
ficer of the Senate. In September 1929 he 
regarded the upper house of the national 
legislature as a “breeding ground for in- 
genious and imaginative deviltry and inter- 
national demagogy.” Because the Senate 
became actively interested in the back- 
ground of the London Naval Treaty and 
some inquisitive spirits wished to examine 
the correspondence between Dawes and 
Secretary Stimson, the journal is filled with 
critical comments upon the “antics” of cer- 
tain obstructive Senators. 

In dealing with the London Naval 
Treaty, Dawes gives some scattered infor- 
mation concerning the difficulties that at- 
tended its negotiation. He is always 
careful, however, to keep his narrative 
comparatively colorless, and one gets the 
impression that his explosions were 
shrewdly timed, like those of Andrew 
Jackson. He is never betrayed into com- 
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ments that give the “inside story” of the 
Conference. His loud bluster before Con- 
gressional committees is toned down in his 
journal to a diplomatic whisper. ° 

Occasionally Dawes does show a gift of 
prophecy. On November 5, 1930 he notes 
that as a result of the elections in the 
United States, “two new leaders stand out 
—Governor Franklin Roosevelt of New 
York, . . . and Dwight Morrow, of New 
Jersey.” In May 1931 he spent an eve- 
ning with Governor Roosevelt and fopnd 
him “delightful.” The 'Governor seemed 
to have excellent political prospects, and 
Dawes felt that if he were elected Presi- 
dent of the United States in 1932, he would 
“serve with honor zo his country and credit 
to himself. He seems to have strength and 
equipoise, clarity of mind with soundness 
of judgment, and to steer his course by the 
compass of common sense.” 

One cannot help wondering if Dawes 
cherishes these same sentiments today. 

CHARLES CALLAN TANSILL 
Fordham University 


SMITH, SAMUEL Denny. The Negro in 
Congress, 1870-1901. Pp.. xiii, 160. 
Chapel Hill: University of North Caro- 
lina Press, 1940. $2.50. 


Probably no phase of Negro life in 
America has been more neglected by re- 
search students than the part that this 
race of people has assumed in the political 
life of this country. Prior to Dr. Smith’s 
The Negro in Congress, the study under 
review, Professor Harold Gosnell’s Negro 
Politicians has been the sole worth-while 
contribution on the subject. A work of 
significance but of less thorough scholar- 
ship than the above is The Negro in Our 
National Politics by William Nowlin. At 
the time of the latter publication, this 
small book was the only study that sur- 
veyed the history of the participation of 
Negroes in national politics. At the pres- 
ent time, at least two doctoral dissertations 
on the subject are available, each dealing 
with a specific area: Morton’s The Negro 
in Virginia Politics and Solomon’s The Par- 
ticipation of Negroes in Detroit Politics. 
Aside from the aforementioned specific 
studies, a goodly number of articles, by 
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both white and Negro writers, have a2- 
peared in leading journals. By far the 
greatest collection of these is to be found 
in The Journal of Negro History. 

In the present study, Dr. Smith attempts 
to bring together for the first time the 
contributions of the twenty-two Negroes 
who served in Congress from 1870 to 1901. 
Social conditions in the United States im- 
mediately following the Civil War weze 
unusually favorable to the Negro. The 
opportunity for the race to exercise its 
political rights and to exploit the possi- 
bilities of holding public office now pre- 
vailed as at no other time in history, even 
until the present. The chance for members 
of the race to take a part in political lize 
of the communities was greatest in the 
Southern states, where approximately $0 
per cent of the entire Negro populaticn 
was emancipated from slavery. In order, 
the author discusses the Negroes who sat 
in the Senate and the House during Re- 
construction; after Reconstruction, to 
1901; and finally, the unsuccessful candi- 
dates. 

Dr. Smith points out that without ex- 
ception, the Negroes who sat in the two 
houses of Congress were possessed of ex- 
cellent education and unusual political ex- 
perience. The fact of the matter is that 
the holding of a seat in a state legislature 
or the occupying of some state office was 
a necessary prerequisite for a Negro to be 
accorded nomination to the national legis- 
lature. Any brief observation of the posi- 
tion of the Negro today in respect to‘tke 
local government in the South makes it 
appear incredible that at one time states 
like South Carolina (with eight Negro 
members in the House of Representatives) 
and Mississippi (the only state from which 
have come two Negro Senators) were 
largely controlled by Negro politicians, 
some of whom were former slaves. Clearly, 
the omission of the above era in American 
history would make unintelligible the ra- 
cial conflict which at the moment grips the 
South in irreparable ignominy. 

. A significant feature of this book is the 
numerous references to the campaigns and 
public offices held by some of the Negro 
Congressmen from the Southern states dur- 
ing Reconstruction. While Dr. Smith has 
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not taken time to explore this phase of po- 
litical participation of Negroes, neverthe- 
less he points future students interested in 
this field to a very fruitful area of research. 
Little if any scholarly information has 
been revealed on the influence of state 
legislatures when Negroes served as presi- 
dents of the senates and speakers of the 
lower chambers and as chairmen of the 
Republican party in some of the states. 

The author gives about half a dozen 
pages to the careers of several Negroes 
who aspired to office in the National Con- 
gress: but who were unsuccessful. Chief 
among these aspirants was P. B. S. Pinch- 
back of Louisiana, who during his career 
held numerous state offices, including lieu- 
tenant governorship and membership on 
the State Board of Education. In general, 
the writer has taken the view that it was 
useless to discuss these so-called “nonenti- 
ties,” for, as he suggests, “most of them 
were obscurities who had temporarily 
emerged into the’ public eye and suddenly 
returned.” He does find it convenient, 
however, to list twenty-three unsuccessful 
candidates, for half of whom he does not 
bother to supply first names. 

Dr. Smith concludes that the Negro in 
Congress was a failure. He was race- 
conscious and supersensitive. Dr. Smith 
feels that this latter fact more than any- 
thing else resulted in a neglect of the Ne- 
gro’s white constituents. Further, he states 
that the Negro Congressmea were used as 
political footballs by the Republicans, the 
Northern Democrats, and even on occasion 
by Southern Democratic factions. What- 
ever “honors” they received in the party 
conventions, he says were for the purpose 
of controlling delegates and votes. 

To the scholar and the layman with a 
keen interest in this aspect of Negro life, 
it is obvious that a well-rounded study 
even on this narrow subject of Negro po- 
litical participation must be the result of 
a more thorough research, An apparent 
haste to complete the book made the writer 
an unconscious victim of race prejudices 
which are obvious in several sections of the 
book. 


GEORGE SNOWDEN 


Indiana University 
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Hansen, Marcus Lez. The Mingling of 
the Canadian and American Peoples, Vol. 
I: Historical. Pp. xviii, 274. New Ha- 
ven: Yale University Press, 1940. $3 00. 
This significant contribution might have 

been given the subtitle “The Mingling of 

History and Other Social Sciences in a Spe- 

cific Investigation.” It illustrates the value 

of an intellectual development symbolzed 
by the sessions of the American Historical 

Association in December 1939 with their 

emphasis on “the study of history from the 

standpoint of thé total culture,” bringing 
together “scholars from various fields of 
hostory with those from the other social 
sciences and humanities in such a way as 
to permit them to test their different 
frames of reference and methods on a com- 
mon body of material.” Foreword by 

Caroline F. Ware, Editor, The Cultural 

Approach to History. To be published.) 

The present volume is the historian’s con- 

tribution to a joint enterprise. A com- 

panion volume, by R. H. Coats and Leon 

E. Truesdell, will present a statistical anal- 

ysis of movements between Canada and the 

United States. 

The historical interpretation emphasizes 
the unity of population movements in Can- 
ada and the United States. It describes 
the establishment of the Atlantic base dur- 
ing the seventeenth and eighteenth cen- 
turies, followed by westward expansion 
which began to assume large proportions 
during the first half of the nineteenth cen- 
tury. This expansion, as it affected the 
division of population between Canada and 
the United States, was profoundly in- 
fluenced by a stubborn geographical fact. 
“Canada had no Middle West of her own. 
The great inhospitable mass of the Lauren- 
tian Shield, which towered above the fertile 
alluvial lands of the St. Lawrence and 
Ottawa valleys, came down to form the 
very shores of Georgian Béy, Lake Huron 
and Lake Superior, and did not give way 
to arable acres until the Manitoba Basin 
was reached. In spite of gallant, ill-calcu- 
lated efforts to drive roads across its rocky, 
shallow soil and filigree of lakes and rivers, 
the Laurentian Shield neatly deflected 
Canadian expansion to the south of Lake 
Huron and Lake Superior. . . .” Political 
distinctions and public policies directly re- 
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lated to migration seem to have had little 
influence on the movement of population 
between Canada and the United States. 
On the other hand, the effect of land and 
trade policies was great. The American 
embargo under Jefferson and Madison, di- 
tected against Great Britain, stimulated 
Canadian commerce and consequently mi- 
gration from New England to the Prov- 
inces. In later decades tariff barriers in- 
tensified the direct relation of industrial 
expansion in the eastern United States to 
agricultural development in the West, to 
the exclusion of Canada. Westward expan- 
sion, which was an important factor in re- 
covery from depressions in the United 
States during the nineteenth century, did 
not stimulate recovery in Canada to the 
same degree. The southward drift, to cities 
and plains, was accelerated. The settle- 
ment of the Canadian wheatlands reversed 
the migration balance from about 1896 to 
1913. Thereafter the demographic relation 
of Canada to the United States again .cor- 
responded to that of northern New Eng- 
land and the Southeast to areas of more 
rapid economic development within this 
country. Similarly, during the recent de- 
pression there seems to have been a re- 
verse movement to Canada, just as there 
has been to some agricultural areas within 
the United States. The net effect of these 
movements is estimated as leaving about 
three and a half million people of Canadian 
stock in the United States, while the num- 
ber of those hving in Canada but derived 
from American stock is only about one- 
third as great. 

The sociologist wll find interesting ma- 
terial on the cultural relations of certain 
groups included in this interchange of popu- 
lation, especially Negroes moving to Canada 
both before and after the Civil War, 
French Canadians in New England and the 
Middle West, and Mormons. He will also 
note the influence of lag in adaptation to 
dry farming on the preferential movement 
from the prairies and eastern Great Plains 
to Canada. 

These relationships and their interpreta- 
tions are accurately set forth in the study. 
Nevertheless, the social scientist will feel 
certain limitations as well as large contribu- 
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tions in the historian’s frames of referenca 
and methods. Chapters covering the migra- 
tions from 1775 to 1818 are entitled 
“Migration of the Loyalists” and “Follow- 
ers of the Loyalis:s,” although the euthors 
show that political predilections were a 
minor factor m the movements of that 
period. Equal space is often given to the 
documentation of incidents which have 
little social significance and to the presen- 
tation of major factors, Although the 
authors are not averse to the use of statis- 
tics and charts, they use neither in the in- 
vestigation and presentation of major 
factors controlling the population move- 
ments which they describe, e.g., the occu- 
pational distribution of the population in 
various areas, differential rates of reproduc- 
tion affecting the distribution of population 
in wage levels, and so forth. There is also 
inadequate recognition of the generality of 
some of the phenomena noted with specia? 
reference to these movements, such as re- 
verse migrations accompanying a dominant 
movement in the opposite direction, the 
tendency of newly settled areas to be sub- 
ject after a brief interval to heavy out- 
migration, the development of seasonal 
labor migration, the reverse migration 
movements of the depressions, and the 
general trend of population movement from 
agriculture to areas of industry and com- 
merce, The authors also frequently accept 
local attitudes toward out-migration as 
“depressing” or “debilitating,” without em- 
phasizing that the absence of such migra- 
tion would often have accentuated the 
population pressure in the areas a‘tected, 
with resultant lowering of levels of living 
Far from suggesting that the rapproche- 
ment of history and other social sciences 
is ineffective, these remarks are designed to 
suggest that this should be carried even 
further. 

Finally, the reviewer cannot refrain from 
calling attention to the possible, perhaps 
tragic, timeliness of this volume. The des- 
tinies of the American and Canacian people 
are closely interwoven. They have in re- 
cent years “hammered out the compromises 
between their half rival, half complemen- 
tary economic structures.” The present 
course of world events may make emphasis 
on the complementary aspects of relations 
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between tke United States and Canada 
even more imperative. 
FRANK LORTMER 
American University f 


LARKIN, JoHN Day. Trade Agreements. 
Pp. xii, 135. New York: Columbia Uni- 
versity Press, 1940. $1.00. 

This little book is the first of several 
studies which the Carnegie Endowment for 
International Peace intends to publish deal- 
ing with international economic relations of 
the United States. The series is being 
edited by Eugene Staley. 

The author of this volume, a political 
scientist, endeavors to show three things: 
first, that the procedure of the trade agree- 
ments program is entirely constitutional 
and suppor-ed by ample precedent; second, 
that it is democratic in its methods, which 
include participation of the public and in- 
terested parties in the deliberations preced- 
ing the agreements; and third, that the 
program is an improvement over previous 
procedure and is a practical way of reduc- 
ing political logrolling and the influence of 
pressure groups, and of thereby permitting 
economic factors to receive consideration. 

The book is a persuasive and readable 
presentation of the case for the trade 
agreements program, particularly as an ap- 
propriate means of reducing tariff barriers 
and feeling our way toward a saner ap- 
proach to foreign trade matters. The prin- 
cipai objections raised by opponents of the 
program, constitutional, procedural, and 
economic, are paraded ana then effectively 
destroyed. As regards legality, the author 
points out that during the entire period of 
this country’s history the Chief Executive 
has concluded binding agreements with 
foreign nations without the concurrence of 
the Senate. This has been accomplished 
under the President’s own powers or as a 
result of enabling elgislation. Government 
attorneys would welcome a Supreme Court 
test; even before the more conservative 
justices revired was this the case. 

The public is represented in the trade 
agreements procedure in four ways: First, 
Congress prescribed the policy and set the 
limits of action. Second, the administra- 
tors of the Act are drawn from the Tariff 
Commissicn and from various Government 
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Departments. They are men with years of 
training in public service and are nonpoli- 
tically minded. Their viewpoint is national 
rather than local. Third, notice, hearings, 
and direct contact provide interested par- 
ties opportunity to be heard. And fourth, 
whatever discretion there is in the program 
resides in the office of the President, who 
is responsible to the electorate. 

The economic aspects of the tariff are 
dealt with rather briefly. A chapter on the 
Cost-Equalization Formula is convincing, 
although the analysis is somewhat sketchy. 
A more complete economic treatment, how- 
ever, would involve a digression from the 
main theme of the book. The book is a 
valuable addition to the literature on the 
trade agreements. 

Joun PARKE YOUNG 

Occidental College 


GELSE, Joun. Man and the Western 
World. Pp. xxx, 1074. New York: 
Harcourt, Brace & Co, 1940. $4.50. 

Smite, CHartes Epwarp, and Lynn M. 
Case. A Short History of Western Civ- 
tization, Boston: D. C. Heath & Co., 
1940. $4.00. 


, Most social scientists do not doubt the 
value of a genuine course in the history of 
civilization as a basic study for college 
freshmen and sophomores. Several diff- 
culties, however, attend the proper execu- 
tion of such a course. Few professors have 
the necessary academic background to offer 
such a course. Most of us are specialists 
in restricted fields in either history, sociol- 
ogy, or the fine arts. How many of us 
have the adequate training in the social, 
physical, and natural sciences and the fine 
arts to offer a well-integrated course in 
Western civilization? Then, too, there 
were until recently no appropriate text- 
books for the course. 

A ‘decade has elapsed since Columbia 
University initiated this movement with 
its Contemporary Civilization Course. 
During this period most American colleges 
have introduced a civilization course into 
their curricula; and social scientists by 
teaching this course have broadened their 
knowledge in the various realms of human 
culture, to the advantage of the student 
and the greater advantage of themselves. 
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Textbooks for this course have also greatly 
improved. 

No man deserves greater consideration 
for this revolutionary change in social sci- 
ence instruction that Dr. Harry Elmer 
Barnes, with what I please to call his 
Newer Interpretation of History. James 
Harvey Robinson’s New Interpretation of 
History expanded the scope of history by 
bringing in the cultural and social aspects 
of man. Harry Elmer Barnes further 
broadened the concept of history by includ- 
ing all the social, physical, and natural sci- 
ences and the fine arts of man. This he 


did ably by precept and act in his teaching ' 


at Smith College and at the New School 
for Social Research, and in his monumental 
wors, A History of Western Civilseation. 
The great successes of the new civiliza- 
tion courses will be achieved in the next 
decade. Then the young instructors of 
today will be professors who will be able to 
tear down the time-worn classification of 
the social sciences and offer to graduate 
students with a broader perspective to 
their intellectual lives. Then, too, that 
which we name the science of history will 
be shorn of its false contention that it has 
a distinct pabulum of its own, and will be- 
come an interpretative and literary art. 
Most textbooks of civilization thus far 
have suffered from the fact that they were 
not really history-of-civilization treatments. 
John Geise, in his Man and the Western 
Word, has produced the best history-of- 
civilization text in one volume that has 
come to my attention. He has achieved 
this result by employing a pattern concept 
of history. This has enabled him to give 
the proper balance to all the aspects of 
human culture in each epoch as he passes 
from the Preliterary, through the Oriental, 
Classical, Medieval, Renaissance, and Mod- 
ern, to the Contemporary stage. The 
book s literary style is simple, its content 
is not encyclopedic, and its study aids are 
numerous. Students should find the dia- 
grams, chronologies, maps, marginal notes, 
cross references, pronouncing index, line 
drawings, and illustrations very helpful in 
retaining the broad concepts of Western 
civilization. The history professor of the 
old school might be disturbed by the rela- 
tively reduced amoun: of space devoted to 
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formal history. For his own good, it might 
be well for him to adopt Geise’s book as a 
basic text. 

Those instructors who feel the need of 
a strong factual treatment of political and 
constitutional history in a survey course in 
Western European history will find C. E. 
Smith and Lynn M. Case’s Short History 
of Western Civilization very valuable. 
They must then realize that they are select- 
ing a basic text for a history course rather 
than one for a civilization course, in spite 
of the name of the book. 

; J. H. LANDMAN 

College of the City of New York 


WATTS, ARTHUR P. A History of Western 
Civilization, Vol. D: From the Reforma- 
tion to the Present. Pp. xvii, 1055. New 
York: Prentice-Hall, Inc., 1940. School 
Ed. $3.75; Trade Ed. $5.00. 

Assuming an important place in the dis- 
tinctive series of history texts edited by 
Professor Carl Wittke, this volume deals 
with the history of Europe and of Euro- 
pean imperialism during the past five hun- 
dred years, bringing the account down to 
the Russian invasion of Finland. Treated 
at length and impartially are the contro- 
versial questions of the Protestant revolt 
and nationalism. Criticisms of the Church 
refer to it as an institution administered by 
men who were often quite clearly the prod- 
ucts of their era. The author, though con- 
sidering the historical tradition of Portugal, 
Spain, France, and England since about 
1400, takes the view that the spirit of 
modern nationalism concerns itself with the 
rise of the states system in Western Eu- 
rope in the last century and a half. 

A satisfactory balance is preserved in 
organizing the abundant material: approxi- 
mately half the space is allotted to events 
factors before the Congress of Vienna; the 
book is not top-heavy for the twentieth 
century, nor indeed for any other century. 
Motivations are evaluated with special at- 
tention to economic, cultural, and social 
factors, political history properly contribut- 
ing the skeletal framework. Topics fre- 
quently reflect new and simpler ways of 
saying old things. Note, for example, the 
chapter heading for the seventeenth cen- 
tury—"Toward Freedom in England, To- 
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ward Bankruptcy in France.” All in all, 
this work does not suffer by comparison 
with other standard guides. 

Perhaps inevitably, in view of the need 
for generalization, certain interpretations 
appear incomplete. Thus, in the difficult 
field of the Near East, the Russo-Turkish 
alliance of 1833 is hardly shown by its text 
to have been offensive as well as defensive; 
nor may it be said to have opened the 
Bosporus to Russia (p. 632). The Austro- 
Russian convention of the same year fore- 
saw possitle changes for Turkey, besides 
conforming with the new Russian policy of 
supporting that weak state. More serious 
are the repetition of the hoary tale that the 
Crimean War resulted from a quarrel over 
the Holy Places (p. 645), and the adoption 
of the dubious thesis that the treaty of 
1856 placed Turkey’s integrity and inde- 
pendence under a collective guarantee. Ac- 
cording to consular recorcs, Sardinia’s was 
not really the largest grain fleet at Odessa, 
but fell a door third after the Austrian and 
Greek These and other occasional errors 
must not, however, obscure the larger con- 
clusion that this text utilizes much recent 
research, giving the beginning student of 
European affairs an insight into changing 
trends in historical writing. 

VERNON J. PURYEAR 

University of California 


McDermott, JoHN Francis (Ed.). 
Tixier’s Travels on the Osage Prairies. 
Pp. xv. 309 Nerman: University of 
Oklahoma Press, 1940. $3.00. 


This little-known journal, rescued from 
obscurity by Professor McDermott, should 
become one of the valuable sources for the 
ethnologist concerned with the Plains In- 
dian cultures. It takes a high rank among 
the narretives of explorers, traders, and 
travelers through Indian territory. 

Victor Tixier’s travels in America began 
at New Orleans, where through the hos- 
pitality of his plantation-owning fellow 
Frenchmen he was permitted a view of the 
manners and customs of French society in 
Louisiane, ın New Orleans and on the 
Creole plantations. Tixier’s views of slav- 
ery were not marked by any originality of 
observation, but were rather the carefully 
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cultivated views of the society in which he 
moved. 

When Tixier reached the Osage Indian 
country for the buffalo hunt, he found him- 
self in a new world, and his observations 
were sharp and acute. Tixier participated 
in the camp life of the Osage, in their hunt, 
and to a minor extent in their expeditions 
of war. When he speaks of Osage life on 
the prairie he speaks as a participant in 
that life, and the resulting record is de- 
tailed, understanding, and gifted with in- 
sight. 

Although important contributions are 
made in this volume to en understanding of 
the organization of the Osage buffalo hunt 
and more particularly of the organization 
of Osage war and raiding parties, the chief 
merit of Tixier’s journal is in the details 
of daily life, the sketch of a culture during 
periods of ordinary routine. 

Lioyp H. FISHER 

Berkeley, California 


STEPHENSON, NATHANIEL WRIGHT, and 
Warno Himary Dunn. George Wash- 
ington. Vol. I, 1732-1777, pp. xiii, 473. 
Vol. II, 1778-1799, pp. vii, 596. New 
York: Oxford University Press, 1940. 
$10.00, 


A plausible argument for the greatness 
of Washington, if no other existed, would 
be the way in which his reputation sur- 
vives his biographers. It matters little 
whether they are friends or enemies, for 
the result is usually the same. Those who 
seek to humanize the idol go too far. His 
friends defy both scholarship and common 
sense as they muffle him in a coating of 
laudatory adjectives. The Washington of 
his letters and diaries is lost in glowing 
language which assures us that he was a 
genius or a statesman or that he was at 
bottom “berserk.” All insist that he was 
a great man, but the nature of his great- 
ness is difficult to determine to anyone’s 
satisfaction. Was he great because of his 
character, his statesmanship, or his general- 
ship? The answer one finds depends 
largely upon one’s preconceptions, but it is 
not enough simply to assert that Washing- 
ton was a great man. Assertions are easier 
to make than to prove, and the mere re- 
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iteration of them, though it is a method 
much used, has never constituted proof. 

Washington became a great man because 
he was a leader of the United States in 
times of crisis. The nature of his great- 
ness and the measure of his leadership can 
be understood only in relation to the his- 
tory of the United States during his life- 
time. This fundamental necessity imposes 
upon the biographer of Washington the ob- 
ligation of painstaking research, clear 
vision, and an awareness of his own as- 
sumptions: above all, a deep knowledge of 
the history of the times. This obligation 
to scholarship is mcre often honored in the 
breach than in the observance, and the 
present biography is no exception. 

The main justification for another bi- 
ography of Washinzton lies in the presen- 
tation of new facts, the reinterpretation of 
his character, and a careful synthesis of 
his personal life with the historical back- 
ground. The present biography fails to 
achieve these results to any marked degree. 
The preface admits that few new facts are 
presented. Washington’s character is in- 
terpreted in a mooc of uncritical adulation 
that at times outdoes Parson Weems. The 
synthesis ignores much of the significant 
research on the Revolution, with the result 
that there is an extraordinary number of 
unacceptable generalizations. The account 
of international rivalry in the West is with- 
out the perspective offered by the scholar- 
ship of C. W. Alvord and others. The 
myths of the Whig historians are used to 
explain the relations of the Colonies to 
Great Britain. The social conflict within 
the Colonies is hinted at but not related to 
the movement for independence and hence 
the difficult task of explaining Washington’s 
role in the revolutionary movement is left 
untouched. His yzars as leader of the 
Army are given the usual pages on the 
weakness of Congress. Such an account is 
orthodox, but it lacks the validity to be 
obtained only by patient work in such 
sources as Edmund C. Burnett’s edition of 
Congressional correspondence. The ac- 
count of the Convention of 1787 is typical 
of the treatment of -he postwar years. 

Washington suffezs from such a treat- 
ment, for it does him no honor to misread 
the history of his times or to explain oppo- 
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sition to him in terms of the supposed big- 
otry or malice of his opponents. Many 
sincere and honest men opposed Washing- 
ton for motives as high as his, and with as 
adequate a conceptioa of the national good. 

Nevertheless, the character of Washing- 
ton does emerge from the biography. Here 
and there one catches a glimpse of a man 
who was thoroughly conservative in the 
politics and economics of his day and yet 
who tried to maintain a balance between 
extremes. He would never commit the ex- 
cesses of a Hamilton, nor would he engage 
in the theoretical flights of a Jefferson. He 
was at once a lesser and a greater figure 
than either Hamilton or Jefferson. Pos- 
sibly his very greatness in times of crisis 
was that he refused to go to extremes; that 
while his sympathies were plainly one-sided, 
he was never a rabid partisan. 

MERRILL JENSEN 
University of Washington 


WHITTAKER, Epmunn. A History of Eco- 
nomic Ideas. Pp. xii, 766. New York: 
Longmans, Green & Co., 1940 $4.00. 


The publishers of two good, brief his- 
tories of economic thought, the one by 
Professor Gray of the University of Aber- 
deen and the other by Professor Ferguson 
of the University of Pittsburgh, have just 
added a third title, which, however, com- , 
plements rather than competes with the 
two earlier works. A History of Economic 
Ideas, by Professor Edmund Whittaker of 
the University of Illinois, is unique in that 
its organization is topical rather than 
chronological; it treats, in turn, basic eco- 
nomic concepts instead of schools of 
thought. The evolution of each concept is 
traced individually through the literature 
on that particular topic. 

The fundamental economic concepts 
surveyed by Professor Whittaker include, 
in the order treated, social evolution and 
social thought, wealth and human industry, 
economic individualism, property and the 
distribution of wealth, movements for so- 
cial reform, economic nationalism, popula- 
tion, production, value, rent, interest, 
wages, profits, money, business prosperity 
and depression, and the scope and method 
of economics. The selection of topics 
leaves something to be desired. Despite 
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the author’s interest in incentives, the sub- 
ject of ccnsumption is omitted. The 
theory of distribution as a whole is mini- 
mized and relegated to a chapter devoted 
almost exclusively to the institution of 
privace property. The order of chapters is 
not a happy one. The content of some 
chapters lacks unity and coherence, which 
the summary at the end cannot supply. 
The historical background is copious but 
fragmentary; it is sometimes repetitive 
and inconsequential. 

Most chapters have numerous quotations 
from the sources cited and criticized. The 
book has at its end a brief but good bib- 
liogrephy, in addition to numerous foot- 
note references on most pages of reading 
material The work shows a depth of 
scholarship and provides a mass of infor- 
mation, which, however, has not been so 
well digested as the reader might wish. 

The student who uses this text will not 
get a picture of the mercantilists or the 
physiocrats as a school of thought; nor will 
he come fece to face with the Ricardian 
theory of distribution or the Marshallian 
theory of value as a unified whole. On the 
other hand, the student who is more inter- 
ested in economics than in history does sur- 
vey the evolution of many economic con- 
cepts and especially their related economic 
institutions. To compare the incomparable 
is obviously foolish. The literature of eco- 
nomics is enriched by a novel treatment of 
an old subject. Some teachers of the his- 
tory of economic thought will adhere to the 
older methsd of organization; others will 
try this new approach; still others will find 
a combination of the two methods most de- 
sirable, for the very nature of the subject 
requires a compromise between the chron- 
ological and the topical methods of ap- 
proach. 

S. H. PATTERSON 

University of Pennsylvania 


BELL, Srurceon. Productivity, Wages 
and Narional Income. Pp. xii, 344. 
Washington: The Brookings Institution, 
1940. $3.00. 

What change has taken place in Amer- 
ica’s productive efficiency in the last 
twenty years, and how has the change af- 
fected wages and the size of the national 
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_ income? Dr. Bell’s eleven-chapter study 


of these questions is based on four indus- 
tries: manufacturing, railroads, mining, and 
electric light and power. Chapters I-III 
show the positions of wage earners and 
wages in our economy, the trend of indus- 
trial wages for 1919-38, and the distribu- 
tion of industrial income among wege earn- 
ers and other claimants. Chapters VI-X 
deal with subdivisions of manufacturing 
industry. The burden of the analysis is 
borne by Chapters IV, V, and XI, while 
some 150 pages of appendix material ex- 
plain the methods used. The main conclu- 
sions are these: 

First, productivity, or output per unit of 
productive power, rose greatly. In manu- 
facturing, the increase from 1923-24 to 
1936-37 is estimated at 50 per cent—out- 
put rising 25 per cent while fixed capital 
investment stood still and man-hours of 
employment fell more than 16 per cent. 
The increase was about the same for rail- 
toads, was greater for mining, and was 
greatest for electric light and power. 

Second, total wage disbursements de- 
clined materially. Hourly money wages 
rose, but, owing to a reduction in the length 
of the working week and to slackness of 
employment, weekly money wages fell and 
yearly money wages fell still more. (As a 
result of a general decline of prices, real 
wages rose.) There was also a decline in 
total money income on capital investment. 
As consumers of more and better goods 
per person, Americans in general gained 
greatly from the increase of productivity; 
but the gain of wage earners, as such, took 
chiefly the form of increased leisure. 

Third, the restriction of employment is 
not ascribable to the fact that hourly wages 
failed to increase as much as productivity. 
The “analysis” which produces this con- 
clusion, however, is based not on the 180 
pages of foregoing data, but on a hypo- 
thetical case which seems to have some- 
thing in common with a straw man. As 
far as the effects of economic inequality on 
the size of the national income are con- 
cerned, the thing to be correlated with pro- 
ductivity would appear to be the changes 
not so much of hourly wages as of total 
wages. 

Counting appendixes, many more than 
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half the pages are devoted to methodology. 
Perhaps the usefulness of this useful book 
would have been increased if many of 
these pages had been employed, instead, 
in discussing the relation of some of the 
data to such matters as inflexible prices, 
profits inflation, the marginal productivity 
of labor, technological unemployment, and 
the nature of the technological changes and 
frictions which characterized the period 
under review. ; 
Bruce W. KNIGHT 
Dartmouth College 


INTERNATIONAL Lasour Orricœ Employ- 
ment, Wages and International Trade. 
Pp. 107. Washington, 1940. 75¢. 


This study was undertaken to see what 
major changes had occurred in the foreign 
trade of certain countries (including the 
United States) and what changes had at 
the same time taken place in employment 
and in workers’ incomes in such countries. 
The 1929-36 period was used. Some of 
the conclusions are. (1) generally speaking, 
employment tended to move with the vol- 
ume of imports and exports; but (2) cor- 
relation also runs with production for 
domestic consumption as well as for ex- 
port; (3) trade restrictions influence em- 
ployment, directly through production, and 
indirectly by influencing international cap- 
ital movements which in turn affect produc- 
tion through prices. Restrictions which 
alter the flow of gold and short-term cap- 
ital may lead to imefficient use of world 
resources and may thereby retard the rise 
of employment and income levels. Statis- 
tics are employed, but the reader obtains 
the impression that the “investigation” con- 
sisted in considerable part of a priori reas- 
oning; some passages are good preaching. 

JoHN DONALDSON 

George Washington University 


Kock, M. H. pe. Central Banking. Pp. 
xiv, 354. London. P. S. King & Sons, 
Ltc., 1939. 15s 
The history of war is inextricably inter- 

woven with the story of central-banking 

‘evolution. The Bank of England came to 

birth because William of Orange found the 


French wars expensive; the concept of . 


monetary management embodied in the 


f 
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Bullion Report evolved during the long 
years of the Napoleonic struggle: and the 
present structure o: the Federal Reserve 
System (embodied in the Banking Acts of 
1933 and 1935) is the logical development 
of the events and policies that characterized 
the period from 1914 to 1929. 

What the effects of the present war will 
be nobody can state with any certainty, but 
we can be reasonably certain that the cen- 
tral banks of the world will emerge from 
the period of reconstruction greatly changed 
from their present form To mention but 
one aspect of that metamorphosis. it 1s ap- 
parent that either they will become ad- 
juncts of the Treasury and men will forget 
about the independence so lauded during 
the nineteenth century, or else we shall be 
forced to recreate them as nonpolitical in- 
stitutions in a world economy so fashioned 
that central banks conceived on this pat- 
tern can operate effectively. 

Constructive evolution is not, however, 
a product of imagination and intuition; it 
demands a sound knowledge of all that has 
gone before. For that reason, Dr de 
Kock’s book will prove invaluable to every 
setious student of monetary policy. Both 
as an economist and as Deputy Governor 
of the South African Reserve Bank, the 
author has for many years studied the 
problems of central banking at close range 
and (it may be suggested) in a particularly 
fruitful environment, so that this volume 
represents the best statement that is now 
available of the ideas that formed the eco- 
nomic climate of opinion on the eve of the 
present war. Without attempting any new 
flights of theory, Dr. de Kock analyzes and 
compares the vast number of new central 
banking laws that have been enacted dur- 
ing the past two decades, and studies their 
provisions in the light of recent develop- 
ments in central-banking policy. He recog- 
nizes that these events have changed the 
relationship of the central bank to the state 
on the one hand and to the commercial 
banks on the other, but he is not discour- 
aged by the result. “This increased sub- 
servience to the state on the part of the 
entire banking system cannot fail to pro- 
duce harmful results in the long run” (p. 
84), but there is still the hope that govern- 
ments and peoples, in democratic countries 
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at any rate, will be so alive to the funda- 
mental aims of monetary policy that such 
political control can be robbed of its worst 
terrors (pp. 326-27). 

In its espousal of the philosophy of a 
completely independent central bank (in a 
practical rather than a legal sense), this 
volume may be either a valedictory or a 
prescription for the future. But whichever 
it is, the book deserves the careful study of 
all students of monetary management at 
the present time. 

F. CYRIL James 

McGill University 


STOKES, MILTON LONSDALE. The Develop- 
ment ard Present Position of Central 
Banking in Canada. Pp. xii, 382. Phil- 
adelphia: University of Pennsylvania, 
1938, 

This book covers the historical develop- 
ment, the structure, and the operations of 
the Bank of Canada. The main story is 
preceded by such of the origins of the bank 
as are found in the Finance Act of Canada 
—the rather unique legislation which de- 
veloped within a governmental department 
the embryo of a central bank. The book 
reviews the prewar monetary system of 
Canada, the Finance Act, the development 
of Canadian thought on central banking, 
the preparatory steps and the adoption of 
the Bank cf Canada Act (assented to June 


28, 1934), and the organization and opera- _ 


tions of the bank since it opened for busi- 
ness March 11, 1935. Consideration is also 
given to the Bank Act of Canada which has 
been, by its terms, subject to decennial re- 
vision. Citations from a wide range of 
sources have been given with care, and the 
appendix reproduces closely related docu- 
mencary material. There is an adequate 
bibliography. 

The forthright descriptive nature of the 
book creates a difficulty for the reviewer. 
Doubt is raised ın his mind as to whether 
the apparent minor “role of the bank in 
the Canadian economic system” (the sub- 
ject of the final chapter) has been due to 
the unusual (from the American point of 
view) institutional banking arrangements 
in Canada or to the nature of the Canadian 
national economy or to the necessary limi- 
tations that are faced by central banking in 
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Canada—a country economically so heavily 
dependent upon the external world. The 
role of the bank, in fact even the imagina- 
tive role it might have played in the Great 
Depression (had it been established prior 
thereto and operated with the full advan- 
tage of hindsight), is a matter of wide 
difference in opinion in Canada itself. For 
this reason the author’s lack of a pene- 
trating appraisal of the “role of the bank” 
does not detract from the excellent refer- 
ence work on the historical record of the 
development of central banking in Canada 
which his book provides. Perhaps he may 
be induced to undertake in a later volume 
the desired appraisal of future possibilities 
for central banking in Canada. 
A. R. Upcren 
University of Minnesota 


ProcHnow, Hersert V. and Roy A. 
FouLke. Practical Bank Credit. Pp. 
xii, 690. New York: Prentice-Hall, Inc., 
1939. School ed. $5.60; Trade ed. $7.50. 


This monumental volume by an officer 
of the First National Bank of Chicago and 
the manager of Dun and Bradstreet’s An- 
alytical Report Department should fill a 
long felt want. For many years there has 
been a dearth of good books dealing with 
the internal operations of commercial banks 
(a dearth that Thomas Willing commented 
on one hundred and fifty years ago!). 
Economists have provided theoretical 
studies that offer an excellent foundation 
for the formulation of general banking 
policies, and accountants and economists 
together have written books that discuss 
the general principles of financial statement 
analysis; but few practical bankers since 
Gilbart have come forward to discuss the 
application of these general principles to 
the daily operations that are transacted 
across a lending officer’s desk. 

Even this volume does not fully satisfy 
the student. “Management,” we are told, 
is an essential ability that the borrower 
should possess. “In business, management 
is bey eit order, power and timing. 

. Management 1s that priceless faculty 
in some men which enables them to drive 
waste from industry, increase production, 
expand distribution and at the same time 
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reduce costs” (p. 332). Unfortunately the 
authors do not tell us how they measure 
this valuable quality (which sounds sus- 
piciously lke the list of virtues that are 
sometimes claimed for government experts 
by those who advocate national planning), 
and it would probably be unfair to ask for 
such a specification. The wisdom and judg- 
ment of the banker (which is just as hard 
to define) is still an essential ingredient in 
the procedure that attends the making of 
good loans. 

But if we exclude both these intangibles 
from consideration for the moment, Messrs. 
Prochnow and Foulke provide us with an 
admirable statement of the practical rou- 
tine of banking that every young man who 
hopes to enter tha: profession would do 
well to study. Nor would it be unwise to 
recommend it to students of banking 
theory, since it possesses the admirable 
quality of resting squarely upon a founda- 
tion of actual facts as they exist at the 
present time in the best banks of the United 
States. After two brief chapters in which 
the structure and the operations of a bank 
credit department are described, the au- 
thors present a comprehensive specimen 
file of credit information regarding an 
imaginary borrower, and discuss the specific 
items included in it. Four chapters de- 
scnbing the more important sources of 
credit information follow this introduction 
to the subject, and the next seven are de- 
voted to practical procedure in regard to 
the analysis of financial statements 
Against this generel background the au- 
thors discuss the peculiar problems and 
procedures that are involved in the making 
of various kinds of loans, the chapters 
ranging from standard operations in the 
purchase of commercial paper and the mak- 
ing of business loans to such seldom-dis- 
cussed activities as loans on assigned ac- 
counts and consumer loans. Two chapters 
are devoted to the questions of frozen 
loans and the financial rehabilitation of 
borrowers, and an excellent index facilitates 
the search of the reader for information on 
specific points. 

In their Introduction the authors present 
the names of many bankers who have 
checked the practical details regarding pro- 
cedure in various cases: the economist 
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cannot do other than recommend the gen- 
eral usefulness of what 1s almost a unique 
volume among recent publications. 
F. CYRIL JAMES 
McGill University 


KEMMERER, EDWIN WALTER Inflation 
and Revolution: Mexco’s Experience of 
1912-1917. Pp. xiv, 173. Princeton. 
Princeton University Press, 1940. $2 50. 


History suggests that inflation has all too 
frequently been one of the grim horsemen 
that accompany war or revolution, and 
nothing is stranger today than the fact 
that each of the belligerent governments 
(after playing with the idea of “reflation” 
during the decade that preceded the autumn 
of 1939) resolutely set its face against in- 
flation as soon as the war broke out. At 
the present time we do not knew whether 
governments will succeed in their en- 
deavor to finance the present war by poli- 
cies less dangerous than those that charac- 
terized the years from 1914 to 1918, but 
the discussion of inflation is so widespread 
that Professor Kemmerer’s little book will 
be eagerly welcomed. 

Mexico during the first two decades of 
the present century experimented with 
every conceivable type of monetary stand- 
ard, and during the years covered by this 
book she tried first a bank-note inflation, 
then an issue of government paper money, 
and finally another issue of “infalsiicable” 
paper to replace the notes that had already 
depreciated. Then, as though weary of 
too much monetary excitement, the country 
spontaneously returned to a gold standard 
—almost overnight. 

Such a story should be worth telling In 
the spring of 1916 there were twenty-three 
different kinds of paper money ın circula- 
tion that were recognized by the Constitu- 
tionalist government, as well as acceptable 
notes issued by industrial and agricultural 
enterprises—to say nothing of the mass of 
illegal and counterfeit paper. The reper- 
cussions in the price system and on eco- 
nomic activity in general were what might 
have been expected. Yet, on the whole, 
this volume is tantalizingly disappointing 
Many of the most significant parts of the 
story have already been told by Professor 
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Kemmerer in other places, and, as he points 
out in this book, Mexican statistics were 
either nonzmstent or else inadequate for 
any intens:ve study of inflation along the 
lines of th2 analyses that have been made 
of various European countries since 1920. 
Many questions that the student would like 
to ask must therefore remain forever un- 
answered, but if the reader has not already 
studied Professor Kemmerer’s earlier writ- 
ings on Mexican monetary policy, he will 
find this chapter in the long story of in- 
flation highly suggestive 
F. CYRIL JAMES 
McGill University 


Cooke, Morris L., and Paume Murray. 
Organized Labor and Production. Pp. x, 
277. New York: Harper & Brothers, 
1940 $2.50. 


In this book the authcrs—one an au- 
thority on scientific management and the 
other a labor leader—give testimony to 
their “unwavering faith in the democratic 
principle in government, in industry and in 
everyday personnel relations.” The au- 
thors are firm believers in the usefulness of 
organized co-operation between organized 
labor and scientifically organized manage- 
ment for the achievement of a large in- 
crease in the volume of production and, 
through it, of a higher standard of living 
for the American people Although the 
readers are warned not to regard collective 
bargaining as a “pink tea or a petting 
party,” throughout the book co-operative 
attitudes are stressed, the ideology of con- 
flict is considered harmful. It is urged 
that present economic problems must be at- 
tacked “along a broad front.” The co- 
operation of government, business, and 
organized labor is required. 

So much for the substance of the au- 
thors’ approach as stated in Part I of the 
seven parts into which the book is divided. 
Part II considers the historical background 
of our present industrial situation and the 
urgent problems calling for solution Part 
TII describes the labor union setup and dis- 
cusses some of labor’s controversial prac- 
tices and attitudes. Part IV reviews some 
of management’s controversial practices 
and attitudes and emphasizes the need for 
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“organization management and planning” 
for the efficient operation of individual 
business concerns In Chapter 7 on Essen- 
tials in Administrative and Managerial 
Authority—one of the most interesting 
chapters in the book—the point is made 
that industry operates too often under “the 
illusion of final authority,” whereas “au- 
thority should stream up from those who 
command the local facts quite as freely as 
down from those who, because of position, 
are compelled to make fina] and inclusive 
decisions.” 

Beginning with Part V, matters for joint 
union-management study and determina- 
tion are taken up—wage systems, hours of 
work, production control, safety, and 
health. Technological unemployment is the 
subject matter of Part VI The concluding 
part, entitled “Toward Solutions,” shows 
that not until the stage where Jabor-man- 
agement collaboration for greater produc- 
tivity in which both may share is reached 
“will there be a demand for labor leaders 
who are production conscious and who are 
ready and able to co-operate with manage- 
ment in furthering the common enterprise ” 

An amusing dialogue between the au- 
thors concludes the book. The labor-leader 
author expresses some skepticism on how 
“we can expect labor to plunge whole- 
heartedly into high productivity as long as 
there are many unemployed,” but seems 
reassured by his protagonist’s plea for a 
higher standard that means “a higher aver- 
age of well-distributed incomes.” The dif- 
ference between the “scientific” expert who 
devises a system of management to fit a 
particular situation and the “efficiency” ex- 
pert who puts in his preconceived “system” 
regardless of the particular situation is 
brought out, and this distinction also helps 
to allay some of the labor leader’s qualms 
about the effect on labor of “scientific 
Management.” 

F. J. Ro&THLISBERGER 

Harvard University 


RaM, V Suva The State in Relation to 
Labour in India. Pp. viii, 175. Delhi: 
University of Delhi, 1935. 


Dr. Ram’s ten lectures, delivered at the 
University of Delhi in 1938, provide the 
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foreign student with a valuable concise sur- 
vey of labor legisletion and labor condi- 
tions in Indie. Unfortunately this book 
was printed without the bibliographical and 
source references which would have made 
it even more useful as a manual for fur- 
ther research. 

The author, a professor at Lucknow Uni- 
versity who has served on the Secretariat 
of the League of Nations, believes that 
India’s association with the International 
Labor Office has done much to secure labor 
legislation in India and to awaken Indian 
workers. Nearly all of the present Indian 
code of labor legislation has been enacted 
since 1922. Although there is little edito- 
rializing in Dr. Ram’s lectures, it is evident 
that he puts his confidence in the “gradu- 
alist” methods of joint employer-employee 
control He is hopeful that such methods 
as the “Whitley Councils” and the long- 
tried processes of mediation and arbitra- 
tion will become prevalent in India. His 
advice to employers is that the unhealthy 
characteristics of unions are more likely to 
be dispelled by toleration than by hostility, 
and he therefore pleads for the recognition 
of collective bargaining. Like President 
Roosevelt’s Commussion to Great Britain, 
he concludes that “both profits and wages 
have risen in many industries as a result 
of peaceful conditions.” 

Despite his emphasis on legislation, Dr. 
Ram’s labor policy is neither wholly phil- 
anthropic nor bureaucratic. He holds that 
the future of trade unionism in India de- 
pends on the efforts of the unionists them- 
selves; they must be led by rank-and-file 
workers as far as possible, preferably by 
paid officers with comparative knowledge 
of the experience of unionism elsewhere. 
He thinks solutions must be sought on an 
all-India basis, and he issues the reminder 
that the welfare of the mass of peasants is 
really the basic problem to be considered 
if standards of urban industrial life are to 
be greatly improved. He is impressed by 
the gravity of the problem of industrial 
conflict in some areas in India, and be- 
lieves that “if evclution by good will is 
delayed, the dangers of revolution by vi- 
olence will become serious.” 

Eric BEECROFT 

University of California 
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GALENSON, WALTER. Rival Umonism im 
the United States. Pp. vii, 317. New 
York: American Council on Public Af- 
fairs, 1940. Paper-bound $2.50; cloth- 
bound $3.25. 


It is a general practice among writers on 
labor problems to treat dual unionism and 
rival unionism as identical. For a quarter 
of a century, however, careful students 
have insisted that the two are not the 
same. Dual unionism, they have said, is 
merely the coexistence of two or more in- 
dependent labor organizations operating 
among workers of the same class. Rival 
unionism is dual unionism with one ele- 
ment added. active competition between 
the organizations for members and con- 
tracts with employers. 

Mr. Galenson constructs his book upon 
this distinction, confining his attention to 
rival unions and the problems that arise 
out of that rivalry for legislatures and 
courts. He first traces briefly the history 
of interunion conflicts from the days of the 
Knights of Labor to the present. He then 
reviews briefly those legal pnnciples by 
which judges have in the past defended 
their intervention in these union quarrels. 
The doctrines of conspiracy, malice, justi- 
fication, competition, and contracts are 
described as the intellectual garments worn 
by the courts in their frequently heroic, 
sometimes irrelevant efforts to make their 
judicial acts seem the embodiment of abso- 
lute truth. With this familiar ground 
traversed, Galenson pursues a valuable ex- 
amination of the judicial decisions of the 
courts of New York State respecting inter- 
union conflicts. New York courts have in- 
tervened frequently, thus laying down one 
line of public policy. The Court of Ap- 
peals, however, has urged that its brothers 
exercise self-restraint—a doctrine vigorously 
affirmed a few years ago in the Stillwell 
case. Here an alternative hne of public 
policy is marked out. Galenson does a 
good job of making these alternative lines 
clear, and their implications as well. To 
this study of New York he adds a short 
chapter on the decisions of courts in other 
states. It is not intended to be other than 
suggestive, and I hope that other students 
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will be encouraged to follow Galenson’s 
direction. It will still remain for others to 
begin the long task of appraising the wis- 
dom of these alternative approaches of 
government to the thorny problems raised 
by rival unionism, by determining the “net 
social effect of each decision individually.” 

The last half of the book is devoted to 
recent lezislation from the Norris-La 
Guardia injunction act to the National 
Labor Re.ations Act, and the state laws 
covering the same ground. This is the first 
comprehersive analysis with which I am 
famuliar, of the judicial and administrative 
cases arising under these laws, in so far as 
they affect interumon rivalries. Once 
more, alternative public pelicies are marked 
out. Whet should be done when an un- 
recognized union wishes to picket an em- 
ployer for favoring another union? When 
a majority union is in contract with an em- 
ployer, what, exactly, are the rights of the 
minority? When a union wins an NLRB. 
election as the bargaining representative 
for all employees, how long should this 
decision siand? These and many other 
questions of great importance and great 
difficulty ere discussed with understanding 
and fairness. One cannot read these pages 
witkout acquiring a sense of the intricate 
problems confronting our society, inevitably 
touched bv rivalnes between great organi- 
zations of workers and az the same time 
moved by a desire to preserve as large an 
area of freedom for men as is consistent 
with a stable society. One cannot study 
these cases without a growing conviction 
that administrative intervention in the first 
instance 1s immensely preferable to judicial 
mtervention in these conflicts. One cannot 
read without developing a healthy ad- 
miration for the devotion and good sense 
of the National Labor Relations Board, 
as it has attempted to resolve the sharp 
quarrels between the A F. of L. and the 
C.L.O. One cannot read without a mount- 
ing conviction that here is a field in which 
our wits and our dedication to democracy 
are to be put to severe test 

Mr Galenson painstakingly provides 
material with which we can form intelli- 
gent opinions It is a book primarily for 
the studert, but it could be read with 
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profit by our political and editorial pun- 
dits as well. 
J. Raymond WALSH 
Hobart College 


Brooxs, Ropert R. R. As Steel Goes,... 
Pp. xii, 275. New Haven. Yale Uni- 
versity Press, 1940. $3.00. 

In the same fluent style that character- 
ized When Labor Organizes, Robert Brooks 
has described the history of industrial re- 
lations in the steel industry. Most of his 
attention is devoted to the period 1935—40. 
The title of the present work suggests his 
thesis of the strategic position of steel in 
the shaping of American industrial rela- 
tions. “For forty years, steel has assumed 
the leadership of the antiunion movement. 
As steel had gone, the nation had followed. 
If steel could be captured for unionism, re- 
sistance elsewhere might be broken” (p. 
244). A new chapter in industrial relations 
was opened not only in steel but in other 
industries as well when U. S. Steel was 
unionized and when the drive extended to 
638 companies in the mdustry, leaving only 
six major independents outside the fold. 

Through vivid sketches of leaders, of 
rank-and-filers, and of crisis situations in 
the fast-moving history of SWOC. de- 
velopment, one glimpses the internal prob- 
lems of this labor organization. The story 
is well told. One only wishes that more at- 
tention had been focused upon earlier 
phases of industrial relations in steel— 
upon the Sons of Vulcan, upon Homestead, 
and upon the upsurge of 1919. This his- 
tory is briefly sketched; yet without suffi- 
cient detail to explain the sad state into 
which the Amalgamated Association of 
Tron, Steel and Tin Workers had fallen. 

Brooks is by no means certain that the 
new order in the industrial relations of 
steel is permanent. He has admirably de- 
scribed the strength and the weakness of 
the steel workers’ organization. His con- 
clusion is: “The future of unionism in steel 
rests upon a variety of factors. One thing 
is clear however: the industry cannot re- 
vert to its previous antiunion policy with- 
out a titanic struggle—a struggle which 
would approach civil war in its proportions. 
But the progress of peaceful collective bar- 
gaining depends primarily and immediately 
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upon three things: the policy adopted by 
U. S. Steel, the involvement or noninvolve- 
ment of the United States in European 
war, and the general political situation” (p. 
248). 
CoLston E. WARNE 
Amherst College 


HarTMANN, G. W, and THeEopore New- 
coms (Eds.). Industrial Conflict: A 
Psychological Interpretation Pp. x, 
583. New York. The Cordon Co, 1939. 
$3 00. 

This ıs the first Yearbook of the Society 
for the Psychological Study of Social Is- 
sues, an affiliate of the American Psycho- 
logical Association. The contributions by 
some twenty-six representatives of the so- 
cial sciences and of practical affairs fulfill 
admirably the aim of the Society, which 1s 
to integrate the discussion of current social 
problems. The diversity of authorship re- 
sults in contrasting points of view and 
methods, which make the study unusually 
stimulating. Yet surprismg uniformity 1s 
achieved through editorial summaries and 
comments, 

Because the editors believe that a bal- 
anced appraisal of the phenomenon of in- 
dustrial unrest reveals management’s frus- 
tration of the higher values and richer 
experiences which the workers seek for 
themselves, the pont of view tends to be 
predominantly pro-labor. The admuinistra- 
tion of industrial relations is regarded as 
enlightened only wken it seeks to make the 
productive processes of industry contribute 
to the more complete satisfaction of human 
needs and desires. The spirit that ani- 
mazes the whole inquiry is described as 
“scientific humanism” in the Bergsonian 
tradition. This partly explains why the 
treatment throughout is dynamic and lib- 
eral, with an overtone of vitality that is 
not characteristic of the traditional aca- 
demic output 

Part I is devoted to the task of orienta- 
tion, comprising a statement of scientific 
method, the historical background of in- 
dustrial unrest, and illustrative case stud- 
ies. In Part II the personal psychic forces 
that give rise to friction are analyzed, in- 
cluding the native drives, tensions, desires, 
and aspirations of employers and workers. 
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Part III presents an analysis of group or 
associational aspects of the conflict, with 
particular emphasis upon the class struc- 
ture of American society, labor unions, per- 
sonnel administration, racial antagonisms, 
and industrial morale The discovery of 
remedial measures constitutes the subject 
matter of Part IV. Here are discussed 
such approaches as the methods of adjust- 
ing industrial disputes and the conscious 
cultivation of harmonious relations. 

The findings of both the psychologists 
and the lay contributors are summarized in 
Part V. Viewed objectively, the conflict is 
seen as a barometer of social change; 
viewed subjectively, it is a mental state 
produced by confusion in human tendencies 
to reaction. The basic cause of maladjust- 
ment is found in the failure of the admin- 
istrators of our economic system to con- 
cern themselves with the aspirations of 
the workers for the good life. Both per- 
sonal and environmental influerces are im- 
portant m human behavior in industry. 
The responsibility of psychology in this 
problem is to discover the causes of indus- 
trial conflict, formulate these into general 
laws of conduct, and educate public opinion 
so that its reaction will be intelligent in 
matters of such great social significance 

Labor economists will welcome this 
book, not only because it carries forward 
the work commenced by earlier writers, 
such as Veblen, Parker, Tead, Watts, and 
Marot, but also because ıt represents a 
laudable effort to encourage integration of 
the social sciences in approaching a social 
problem of major importance The sub- 
ject matter is skillfully organized and in- 
terestingly treated, which should make the 
book appeal to lay reader and specialist 
alike. 

Gorpon S WATKINS 

University of California at Los Angeles 


STEIN, EMANUEL, et al Labor Problems 
in America Pp. xvi, 909 New York: 
Farrar & Rinehart, Inc., 1940. $3.50. 
Perhaps, first, it should be emphasized 

that this is by far the best textbook on 

labor problems that has been published 
recently In part, this is because it brings 
within a workable compass the great 
changes that have taken place during the 
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pest five years An important section on 
the history of the labor movement was 
written by the late Edward Berman, and 
his many friends will especially appreciate 
this contribution. Henry David revised 
ard edited this section and supervised the 
writing of other chapters. 

In a general way, it may be possible to 
separate labor problem texts into two ma- 
jor groups: (1) those that survey the field, 
approaching the subject historically, with 
the emphasis upon facts, dates, and events; 
and (2) those that are more analytical, 
with reliance upon theory as well as upon 
history and facts, using the data to support 
and illustrate the analysis. The present 
book belongs to the first class. It marshals 
facts. It :s historical, and wherever pos- 
sible it presents the story statistically In 
these respects it conforms to the mold in 
which labor problems have been presented 
during the past decade. The economist 
who enjoys close reasoning and the testing 
of theory, and who builds up an analysis in 
terms of cause and effec:, will probably 
find the book thin in spots. 

It might have been desirable to present 
some subjects m more detail. The struc- 
ture of the A. F. of L. is a component part 
of our industrial organization, and it has 
important effects upon industrial proce- 
dures and processes. This is true also of 
the railroad unions and the C.I.O. The 
interrelationships of industrial and union 
organization could have been more clearly 
drawn. Business practices have important 
effects upon union organization, trade union 
functions, and social legislation; the sub- 
contracting, price-cutting practices of cer- 
tain industries might have been traced in 
greater detail. Also, the discussion of de- 
Mocracy in unions appears a little unreal; 
actually, in most unions there is tremen- 
dous pressure by the members for democ- 
racy. The C.I.O. campaign of 1936 and 

` 1037 may, from one aspect, be regarded 
as an upsurge of union democracy. 

It is distinctly worth while to have union 
organization and labor legislation in a sin- 
gle book. The division between these sub- 
jects in years past has led to misinter- 
pretations. Labor legislation has been 
associated with welfare groups, and its con- 
nections with union organization have been 
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minimized. Besides, although labor con- 
tinues to fumble around, it is distinctly be- 
coming more political in thought and atti- 
tude. Its program is gradually taking form 
as attacks upon the National Labor Rela- 
tions Act and other New Deal ‘legislation 
continue. One of the considerable values 
of the text is the excellent correlation of 
decisions of the National Labor Relations 
Board, and the findings of the Lz Follette 
Civil Liberties Committee, with general 
labor activities. The student should de- 
rive more than a mere smattering of knowl- 
edge from the study of this book. 
FREDERICK L Ryan 
New York City 


ZISKIND, Davo One Thousand Strikes of 
Government Employees. Pp. x, 279. 
New York. Columbia University Press, 
1940. $3.00. 

In this book are recorded 1,119 govern- 
ment strikes covering all levels of govern- 
ment in the United States. From the 
viewpoint of extant sources, this appears 
to be an almost exhaustive record In a 
large number of cases there are included 
many details regarding time, place, back- 
ground, demands, number of employees in- 
volved, and the final outcome of the strike. 

The government strikes are classified 
along the following lines. legislation and 
administration, education, health and sani- 
tation, recreation, construction and mainte- 
nance, road work, utility operation, and the 
New Deal Federal employment projects. 
While a large share of the book, devoted to 
the aforementioned details, is hkely to tax 
the endurance of the reader, it is valuable 
for this vast amount of material, not avail- 
able in convenient form elsewhere. This 
material has been collected from a variety 
of places: Federal and state administrative 
records, newspapers, questionnaires, and 
personal contacts ` 

In the final part of the book Dr. Ziskind 
discusses the extent and the causes of gov- 
ernment strikes; the attitudes of the em- 
ployees, management, and the public; the 
techniques of government strikes and their 
settlements; and the legal aspects of gov- 
ernment strikes. It may be interesting to 
note that such strikes seem to have been 
concentrated in the industrial states of the 
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East and the Midale West; that they have 
been multiplying; that wartime strikes 
among government employees have been of 
but slight consequence; and that teachers 
were the first public servants to organize. 
The author believes that the number of 
government strikes indicates no threat to 
the continuation of governmental activity. 
He points out that maladjustment in em- 
ployer-emplovee relationship leading to 
strikes generally is allowed to continue 
without attention even after the strike is 
settled Causes of stnkes which the author 
discusses include the failure of wages to 
increase with the cost of living, the refusal 
of officials to permi: government employees 
to unionize either independently or within 
the general labor movement, the conflict 
over collective bargaining, the lack of a 
permanent agency for the adjustment of 
disputes, and generel conditions of work. 

The author believes that strikes in gov- 
ernment employment can and should be 
averted, but he feels that they do not con- 
stitute a threat to the sovereignty and sta- 
bility of the state They indicate merely 
the same maladjustments between employ- 
ers and employees that exist in private em- 
ployment. 

This book is a sound contribution to 
public personnel literature in the United 
States. If it has any weakness, it is that 
of being guided too much by the method 
commonly ascribed to “science” and not 
evaluating the future possibilities of a 
number of important aspects of govern- 
ment strikes, such as those of public relief 
workers. Perhaps the application of a lit- 
tle more historical insight might have made 
this painstaking work that much more 
valuable. 

H F. ALDERFER 

Pennsylvania State College 


COTTRELL, W. Frep The Railroader. P 
ix, 145. Stanford University: Stanford 
University Press, 1940. $2.00. 

The author of this book came from a 
railroad family and grew up among rail- 
roaders. The men of his family have been 
associated for years with the occupations 
of this unique industry. Before he became 
a student and a professor, Cottrell was em- 
ployed as a railroad maintenance worker. 
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Needless to say, the author has written 
out of the fullness of experience, guided in 
his observations by a sociological training 
He has described what any railroader will 
Tecognize to be a distinctive occupational 
culture, once he sees it in print. This re- 
viewer, for example, has had an ample 
experience on railroad work, enough to 
know that railroaders are like that. Rail- 
roading ıs an industry and a way of life 

Being a railroader is a matter of degree. 
It depends on the occupation. One may 
be a carpenter employed in a railroad shop 
and be very much of a railroader in a so- 
cial way. But a carpenter can take his 
skills and find employment elsewhere. 
Certain of the many occupations employed 
in this industry migrate back and forth 
between this and other industries. It is 
the same with a machinist or a track 
laborer. 

It is not the same with an engineer 
(“hogger” or “hog head”) who is trained 
to operate a locomotive He might be 
able to hold a job as an engineer in some 
other industry, but occupationally he be- 
longs primarily to the railroad The rail- 
road locomotive fireman (“tallow pot’) 
would have much less status if he sought 
to get other employment. Censider the 
conductor. He spends years learning to do 
a job that belongs to the railroad. He is 
the “aristocrat” of the railroaders. A craft 
belongs to the railroad to the degree that 
its skills are monopolized by the industry. 

The social implications of craft monop- 
oly are far-reaching If one is a full- 
fledged railroader, the monopoly of the in- 
dustry reaches into his private life, even 
into his home. The day-to-day mobility 
attending the life prevents him from estab- 
lishing many social bonds outside. Even 
his family is dominated by his job obliga- 
tions. The railroader is both a highly cos- 
mopolitan and a highly isolated worker. 

Cottrell calls attention to a considera- 
tion not often associated with railroads 
Here is our pioneer time-conscious produc- 
tion industry. Wherever trains run, they 
are timed with all other trains. Every car- 
load of freight hauled is related at one end 
to some production process and at the 
other to some other essential phase of in- 
dustry or commerce. Every railroader is 
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conscious of the time implications of his 
job 

As far as their jobs are concerned, rail- 
roaders are more secure than other work- 
ers. The railroad unions share consider- 
able management responsibility for the 
operation of the lines. Seniority rules 
The railroader has “rights.” Older men 
have more “right” to jobs than younger 
men. When reductions in force are neces- 
sary the old men stay, the young men go. 
When men are hired, those with seniority 
“rights” ars first hired. New blood is not 
brought in at the top, but at the bottom. 
It takes years to rise to preferred positions 
Here is the personnel problem of that in- 
dustry; it belongs to the older men, con- 
servative men who resist change 

The book is unencumbered as far as 
footnotes end bibliographical references are 
concerned. It is straight writing and good. 
There 1s a useful glossary of railroad terms 
at the close, 

NELS ANDERSON 
Washington, D. C. 


FLETCHER F. T. H. Montesquieu and 
English Politics 1750-1800. Pp 286. 
New York: Longmans, Green & Co., 
1939. S4 50. 


Of all eighteenth-century political writ- 
ers, probably Montesquieu was the most 
widely read and the most frequently 
quoted. Professor F. T. H. Fletcher has 
admirably demonstrated this, with especial 
emphasis upon English politics during the 
latter half of the eighteenth century This 
study does for England what Carcassonne 
in his Montesqueu et la constitution fran- 
çare did for France, and what Knust in 
Montesquen und die Verfassungen der 
Vereinigten Staaten von Amerika did for 
America, On the whole, Professor Fletcher 
has done a commendable piece of work. 
Not the least significant part of the study 
is the considerable light thrown on the 
mind and the politics of this period in Eng- 
land. The author points out clearly and 
concisely those with whom Montesquieu 
was popular and those with whom he was 
anathema. According to Professor Fletch- 
er’s thesis, it is possible to catalogue most 
of the minds as liberal and conservative 
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upon the acceptance or nonacceptance of 
the French thinker’s general principles. Of 
course the labels “liberals” and “‘conserva- 
tives” must be accepted within the limita- 
tions imposed by the general framework of 
reference of that century. 

Montesquieu’s influence in England, as 
in America, was as much or more indirect 
than it was direct. Blackstone was prob- 
ably his greatest disciple, presumably by 
choice but no doubt from convenience. 
Professor Fletcher has continued the ex- 
posé of Blackstone as an unoriginal thinker 
of the first class It appears, however, that 
the author’s enthusiasm for his subject 
(unique in an otherwise thoroughly objec- 
tive study) gets the better of him when he 
ascribes the major portion of Blackstone’s 
lifting to Montesquieu. It has been shown 
more than once, as well as by this reviewer 
in his Burlamaqui, a Liberal Tradition in 
American Constitutionalism, that he also 
drew heavily on the Swiss jurist among 
many others for the contents of his study. 

In England as in America, Montesquieu 
became the most quoted of all authorities 
on the subjects of liberty and the mechan- 
ics by which it might be secured. As Pro- 
fessor Fletcher shows, hose who drew 
from the wisdom of L’Esprit des Lois were 
not always careful in their citations and 
were not too selective as to the original 
meaning of the author. But that person 
who could bring Montesquieu into the ar- 
gument had gone a long way toward con- 
vincing his adversaries That the French- 
man served this purpose ın both England 
and America is a tribute to his understand- 
ing of the desires and aspirations of those 
of his time 

Professor Fletcher’s study is a worthy 
addition to the ever growing Montesquieu- 
ana. 

_ Ray F. Harvey 

New York University 


Wave, Mason. Margaret Fuller. Pp. xvi, 
304. New York: Viking Press, Inc, 
1940. $3.50. 


A woman like Margaret Fuller is incom- 
prehensible to us moderns. and by the 
same token a tough problem to the his- 
torian who tries to depict her. In an age 
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when women have won all the rights of 
the stronger sex without surrendering many 
privileges of the weaker one, it is difficult 
to appreciate the reactions of a first-rate 
feminine mind condemned to a state of 
blatant and hopeless subordination. When 
the mere ambition to put such talents to 
use was regarded as vulgar and well-nigh 
unchaste, is it any wonder that all the rank 
growths of the mferiority complex should 
have sprouted with tropical luxuriance? 
Only to the extent that the reader can com- 
prehend this, is Margaret Fuller’s hfe hkely 
to prove credible and unvarnished Other- 
wise she will seem merely a neurotic mon- 
strosity with an incidental flair for litera- 
ture 

Toward this orientation, Mr Wade has 
contributed none too lavishly. Both in 
grasp of motives and in documentation his 
treatment is quite uneven. Miss Fuller’s 
relations with her father (strange com- 
pound of Puritan and Prussian), her early 
struggles to support her family, her accept- 
ance in the highest intellectual circles of 
New England and her Boston salon, all 
these are adequately and sympathetically 
portrayed. 

But when Miss Fuller comes to New 
York, where the stage 1s at once more 
crowded and less sharply defined, the pic- 
ture grows fainter and the bare spots more 
intrusive. Her connection with Horace 
Greeley, his paper and his family, 1s treated 
in right miserly fashion; and after all, this 
is the most important professional engage- 
ment of her career. Greeley was an un- 
erring hunter of journalistic talent. It is 
a pity, therefore, that her contributions to 
The Tribune, over which he waxed so en- 
thusiastic, are meagerly quoted and com- 
mented upon ‘They are not the ordinary 
ephemera of the news field, for she and 
Bayard Taylor are the two greatest re- 
porters this keen judge unearthed. 

The same criticism must be leveled at 
the record of Miss Fuller’s last year in 
Europe Her devotion to the fight for 
Italian freedom is sympathetically treated; 
but I must confess I derive no sense of 
reality from the story of her private life 
which parallels it. The final tragedy is 
weli done, and the total picture is that of 
a brilliant but frustrated soul, a prime tal- 
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ent boin mto the wrong body and the 
wrong age. 
ALPHONSE B. MILLER 
Philadelphia 


Berkson, I. B. Preface to an Educationai 
Philosophy Pp xvi, 250. New York: 
Columbia University Press. 1949. $2.£0. 


There was once a considerable basis for 
the charge made by “practical” schoolmen 
that educational philosophy was commonly 
more cobwebby than its parent metaphys- 
ics. A succession of recent books on the 
philosophy of education must be credited 
with remedying this situation very decid- 
edly. Among these works the present vol- 
ume occupies a distinguished place Ly 
presenting a philosophy of education es 
practical as practice itself. 

The author describes the nature and the 
uses of educational philosophy in terms so 
clear and workable as to be devastating to 
those amateurs both in philosophy and in 
education who derive their educational the- 
ory from a “metaphysics” supericr to all 
other branches of study. He never wan- 
ders from the basic needs and wants of 
men into academic underbrush which is 
traditionally assumed to be sacred for its 
own sweet sake. He knows that his people 
want and need social, economic, and pohti- 
cal democracy, and he does not try, by 
gazing wistfully at the works of Aristotle. 
to escape from the tough educational jok 
of giving his people such a democracy 

In addition to a scholarly and illuminat- 
ing presentation of the educational needs 
of democracy, the author develops the con- 
cept of a “mixed economic constitution” in 
which private ownership and social owner- 
ship are effectively related, stresses the 
autonomous function of the school, and 
makes a very interesting case for the pro- 
fessional independence of education within 
the social and political system of the 
United States The perennial questions of 
academic freedom, indoctrination, and the 
general relation of the school to the social 
order are handled with great clarity and 
skill. 

When all the behavior-changing agencies 
in our communities recognize that they are 
educational forces and develop purposes 
and procedures appropriate to that status, 
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we shall need an educational philosophy 
more sweeping than that presented in the 
present volume. Until that time comes, 
this book represents a type of thinking 
which educators in a democracy need to 
undergo. To agree with the author’s con- 
clusions is certainly not necessary. To 
attack problems of the kind he raises is 
fundamental for schoolmen and school- 
women who aspire to be more than class- 
room mechanics, 
HAROLD BENJAMIN 
University of Maryland : 


MEtvin, Bruce L. Youth—Millions Too 
Many? Fp. 220. New York: Associa- 
tion Press, 1940 $2.00. 

The sober realization of the decisive role 
which frustrated youth has played in the 
rise of European dictatorship has created 
an increasing number of attempts to evalu- 
ate the role of youth in current American 
life The author of the present volume, 
by virtue of his experiences in the research 
work of the Federal Government, pub- 
lished by the Works Progress Admimstra- 
tion, has had an excellent opportunity to 
get nationwide perspective on a problem 
which is Gargantuan in its proportions and 
so Protean in its character that it almost 
defies presentation in any single volume 
As Dr. Me-vin comments {p. 29), the so- 
cial, economic, and political trends of the 
1920’s have converged and formed a raging 
torrent in which countless youth still strug- 
gle in spite of the very considerable num- 
ber rescued by both governmental and non- 
governmental agencies 

The author’s emphasis is, of course, on 
youth, but it is well to remember that this 
same torrent has had similarly disastrous 
results upon the aged, and has destroyed 
large numbers of persons who were pre- 
sumably secure against just such contin- 
gencies by virtue of their property hold- 
ings, their technical or professional skuls, 
or their status in the community. The 
author, therefore, ın reviewing the factors 
in the present unhappy situation of many 
American youth, is literally compelled to 


undertake an analysis of the entire Ameri- , 


can scene relating as best he can youth’s 
problems to those of an era and locale 
characterized by technological changes, 
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population imbalance, racial and cultural 
conflicts, war, and educational, religious, 
and political institutions which lag cul- 
turally almost to the point of futility. 

Full credit should be given to any writer 
who can achieve even a partial analysis of 
so involved a social process. In the ab- 
sence of a basic science of sociology ade- 
quate for such a task, Dr. Melvin has been 
compelled to rely on common-sense judg- 
ments at many points. Particularly is this 
the case in his evaluation of the efforts of 
youth to help itself and of adults to solve 
the problems of youth. For example, it 1s 
difficult to judge the nature of successes of 
given individuals reported by the author 
in relation to Civilian Conservation Corps, 
National Youth Administration, and other 
youth programs. Was the program inci- 
dental or central to their success? Count- 
less stories are available of successes of 
youth who participated in no such pro- 
grams. In short, a truly scientific analysis 
of the youth problem would require vastly 
more research than was available to the 
author. Since, however, his purpose ap- 
parently was chiefly the arousing and fo- 
cusing of the attention of intelligent people 
on this problem, rather than suggesting 
any solution for ıt, Dr. Melvin has un- 
doubtedly provided real stimulus to Ameri- 
can public opinion in a too-neglected field. 
Skillfully chosen illustrations and the spar- 
ing use of statistical data aid in effective 
presentation. 

PAULINE V. YOUNG 

University of Southern California 


GLUECK, SHELDON and ELzanor Juvenile 
Delinquents Grown Up Pp. ix, 330. 
New York. The Commonwealth Fund, 
1940. $2.50. 

Most students of juvenile delinquency 
will remember the reverberations which 
followed the publication of the Gluecks’ 
excellent monograph, One Thousand Juve- 
nile Delinquents, in 1934. The study cre- 
ated a great deal of discussion in many 
quarters and proved exceedingly useful in 
developing a critical attitude toward cer- 
tain methods employed in the treatment of 
juvenile delinquents. Juvenile Delinquents 
Grown Up throws further light on the na- 
ture of criminal behavior and the machin- 
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ery for the treatment of criminals by pre- 
senting new data pertaining to the lives of 
the famous original one thousand juvenile 
delinquents first introduced in the 1934 
publication. The Gluecks open their latest 
book with a brief review of the salient 
characteristics of these boys as revealed in 
the first painstaking research They then 
go on to present data gathered in two sub- 
sequent five-year periods. Thus there is 
placed before the reader the findings of 
taree separate and comprehensive follow- 
up studies. 

In a book replete with significant find- 
ings, the Gluecks present data that indicate 
that as the offender matures, his delinquent 
activities tend to abate. Thus, it was 
found that by the time the offenders stud- 
ied had arrived at an average age of 
twenty-nine years, nearly 40 per cent of 
them were no longer criminal The Gluecks 
also found that even among those who 
continued to be delinquent, age tended to 
be associated with improvement in con- 
duct. It seems, however, that delinquency 
dces not cease at any specific age period, 
but rather tends to run a “natural” course. 
On the basis of the data presented, it seems 
permissible to say that if delinquency be- 
gins at an early age, the delinquent on the 
average will tend to cease his delinquent 
activities earlier. In this connection, the 
Gluecks point out that this is apparently 
trie if abnormalities do not counteract the 
maturation process. Reformation seems, 
therefore, to be a matter associated with 
physical and mental maturation, provided 
the individual is not afflicted with abnor- 
malities. Furthermore, when a comparison 
is made between those who had not re- 
formed at the end of the third follow-up 
period and those who had, it was found 
that the factors of heredity and early en- 
vironment assumed significance. Offenders 
who had better innate equipment and who 
had had the benefit of better childhood 
environment were most likely to have dis- 
continued their delinquent activities. 

A considerable portion of Juvenile De- 
linguents Grown Up is devoted to a discus- 
sion of prognostic tables. The Gluecks 
have constructed tables predicting the re- 
sponse of the offender to peno-correctional 
treatment. These tebles indicate the prob- 
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able response of an individual ofender to 
specific types of treatment. The use of 
these tables in practice would tend to per- 
mit giving to each offender the ‘reatment 
best suited for his specific behavior diffi- 
culties. 

The reader will find that Juvenile Delin- 
quents Grown Up is a most worthy adci- 
tion to a long list of distinguished mono- 
graphs written by Sheldon and Eleanor 
Glueck. 

Exio D. MONACHESI 

University of Minnesota 


STREET, ELwoop. The Public Welfare Ad- 
minisirator. Pp xii, 422. New York: 
McGraw-Hill Book Co., 1940. 54.00. 


This book is illustrative of two difficult 
problems: (1) how to write a treatise whica 
is serviceable as a manual for the practi- 
tioner and at the same time suitable for 
classroom use; and (2) how to deal with 
concrete problems in a fashion which will 
make the treatment useful to many per- 
sons facing a wide variety of specific situa- 
tions. It cannot be said that Mr. Street, 
who was for five years director of public 
welfare in the District of Columbia, has 
been wholly successful. The effort to sup- 
ply an adequate amount of background ma- 
terial on such general features as internal 
administrative practices, personnel, finance, 
property, purchasing, and public reporting 
and relations, leads the volume in the di- 
rection of the general text in municipal ad- 
ministration and provides a substantial 
amount of generalized material which will 
bore both the practitioner and the student 
who has had municipal administration or a 
general course in pudlic administration 

While much interesting concrete material 
is offered in illustration of the various 
problems discussed, concreteness is dif- 
fused by efforts to keep the discussion gen- 
eral enough to cover a wide range of situ- 
ations. Consequently the usefulness of the 
treatment for the administrator is dimin- 
ished. Mr. Street would have done a bet- 
ter service had he tackled the problems 
which give the administrator most trouble, 
cut out much of his background patter and 
his exhortation on spirit and attitude, and 
added more specific material illustrative of 
problem-solving. The significance of this 
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suggestion can be seen, I think, by compar- 
ing the volume under review with Donald 
Stone’s The Management of Municipal 
Pubhc Works. The latter was directed to 
the problem rather than to an ill-defined 
mixture of prospective readers. Its con- 
tributions are consequently more substan- 
tial in zhe specialized field, and the treat- 
ment of relations to other agencies of 
government is more adequate. 

This is not to say that Mr. Street’s book 
has no value; it has. But it is by no means 
a satisfactory piece of work. 

There are twenty-three chapters which 
introduce the subject, discuss internal or- 
genization and procedures, examine the 
staff functions and relations, survey the 
external relations with other government 
agencies and the public in its various 
aspects of client and pressure group, and 
investigate special problems of public wel- 
fare agencies There is much excellent 
advice no little preaching, and many valu- 
able insights, Among the best os the latter 
is the author s emphasis on democratic pro- 
cedures in administration, for which he 
uses somewhat doubtful terms— ‘mutual- 
ity” in administration, “participative ad- 
ministration.” The bibliographical refer- 
ences are relatively brief and therefore 
more useful. Each chapter is followed by 
one or two problems which are genuine 
problems based on actual situations, and 
for which there are no ready-made answers. 

Ti the welfare administrator has reached 
his position without previous trainmg in 
ihe theory of his functions, this book 
should be suggestive and helpful. A vol- 
ame of this kind, however, wil! perform a 
disservice if it ıs used as a short-cut to a 
position which should be based on a far 
more adequate grounding in public admin- 
istration. Harvey PINNEY 

New York University 


HAMILTON, GORDON. Theory and Practice 
of Soca: Case Work. Pp. vii, 388. 
New York. Columbia University Press, 
1940. $300. 

Waile this makes no claim io being the 
firal or tke authoritative text on social 
case work, it 1s a notable contribution to 
the all too few texts we have on that sub- 
ject. Social case work has been widely 
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and seriously practiced for over a quarter 
of a century. Some books ard many arti- 
cles have been written about special phases 
of it, or about the value of certain contri- 
butions to it such as psychology and psy- 
chiatry; but few writers have had the cour- 
age to describe what it is Members of 
the profession of social work have often 
wondered why an art so widely in demand 
and applicable to so many phases of human 
relations should be so meagerly described; 
but when a questioner is asked why ne—or 
more often she—does not undertake the 
task, the usual reply is unwillingness to 
venture in such a widely variable and de- 
batable field. 

Well, this author, an instructor in the 
New York School of Social Work and an 
experienced medical social worker, has 
done it. She has gathered historical and 
contemporary material to describe the 
methods of social case work and the chang- 
ing philosophies that have guided its de- 
velopment. She has illustrated the text 
with an abundance of material from case 
histories. It is a workmanlike job, m an 
extremely difficult field. Some of the best 
passages have to do with exploring the 
baffling paradoxes characteristic of any 
practice in human relations, such as 
whether social case work is wholly inter- 
ested in adjusting persons to their environ- 
ment, and not in attempting to adjust en- 
vironment to persons; or the definition of 
the respective functions of two closely 
parallel fields such as psychiatry and social 
work, 

Social case work has grown so fast and 
in so many directions that ıt takes a master 
to identify the essential and ignore the ac- 
cidental. The courts, the schools, the hos- 
pitals, and the churches, as well as all sorts 
of social agencies, use it, and it would have 
been easy to give a confused or biased 
account of its practice. 

Any criticism of the work would prob- 
ably center on the choice of illustrative 
case material and its usage. In contrast 
with the clarity of the writer’s argument, 
the extracts from case records seem not 
quite pertinent. They are sometimes ob- 
scure and at other times they illustrate eso- 
teric practice of which the text gives no 
clue. Possibly such an impression is in- 


Book DEPARTMENT 


evitable, as much that happens in human 
relations is guided by a sympathetic intui- 
tion whose results seem magical when re- 
cxed in cold type. 

The book does not take its place in any 
particular “school” of social case work It 
is eclectic in method and catholic in its ac- 
ceptances, and is a satisfactory guide for 
anyone who wants to know what is this 
thing called social case work 

FRANK J Bruno 

Washington University 


CanTrit, Hapitey. The Invasion from 
Mars Pp. xv, 228 Princeton. Prince- 
ton University Fress, 1940. $2.50. 

It is wluminating to note the tendency 
of the radio to perpetuate or reinstate pri- 
mary group relationships in less mtimate 
secondary groups. It is a time-honored 
custom to frighten neighbors on Hallow- 
een. The miracle of radio made it pos- 
sible for Orson Wells to frighten a million 
or more fellow citizens throughout the 
United States. Figuratively speaking a 
modem agency of communication provided 
a jack-o’-lantern that weirdly and effec- 
tively glowed a thousand miles and more 
away. 

Professor Cantril has caught some sig- 
mificant social data on the wing with his 
prompt and valuable study promoted by 
the Princeton Radio Project Within a 
few weeks followirg the panic of October 
30, 1938, based on belief in an actual in- 
vasion from Mars, some 135 interviews 
were obtained in the New Jersey area. 
These were supplemented by surveys made 
by the American Institute of Public Opin- 
ion and the Columbia Broadcasting System. 

The impact of the broadcast was tremen- 
dous. It seems fairly certain that some six 
million heard the broadcast, of whom a 
million were frightened in some degree. 
Certainly there were extreme reactions of 
immobility, hallucinations, stampede, wild 
driving, and futile behavior. The acceot- 
ance of the play as news was explained by 
Cantril as due in part to the vividness of 
the script, the general acceptance of radio 
as a medium for announcement, the pres- 
tige of speakers in the play who expressed 
bafflement, and, finelly, the fact that about 
50 per cent of the listeners tuned in late 
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and hence probably missed identifying an- 
nouncements. Tabulations showed that 
late listeners were more likely to interpre: 
the program as news. 

Cantril classified his interviewees into 
(1) those who analyzed ınternal evidence 
and rejected suggestion, (2) those who 
checked up successfully, (3) those who 
checked up unsuccessfully, and (4) those 
who made no attempt to check the authen- 
ticity of the broadcast. Both the 9¢ 
Cantnıl cases and the 151 cases in the Co- 
lumbia Broadcasting System survey indi- 
cated a clear relationship between fear anc 
failure to check the broadcast. Cantnl 
does not face any too clearly the alternative 
possibilities of too-frightened-to-check and 
checked-hence-not-fnghtened A relation- 
ship was shown between panic and lower 
educational and economic status, but tests 
of statistical significance were not applied. 
Exceptional cases were noted. 

While Cantril pays tribute to the con- 
cepts of the total situation and multiple 
causation, he 1s inclined to stress the rather 
shaky hypothesis that there is a general 
trait of susceptibility to suggestion. An 
attempt was made to measure ‘his trait by 
statements concerning insecurity, phobias, 
worries, lack of self-confidence, fatalism, 
religiosity, and frequency of church attend- 
ance. Some relationship was found be- 
tween susceptibility so measured and un- 
successful orientation to the apparent 
crisis 

An effective theoretical discussion lays 
stress on the factor of personal insecurity 
and on the residua of the war scare. Six 
case studies show, however, that the in- 
secure, the well-educated, and the religious 
groups each contained frightened ard non- 
fmghtened persons. Suggestibility ıs an- 
alyzed in terms of standards of jucgment, 
and the severity of the panic in terms of 
menace of all ego-identifications The sug- 
gested preventives include greater security 
plus critical ability achieved through edu- 
cation. The book is timely and thoughtful, 
and probably is as scientifically thorough 
as could be expected in view of limitations 
of time and money, and the fugitive nature 
of the data. 

CLIFFORD KIRKPATRICK 

University of Minnesota 
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HucuHes, Heren MacG. News and the 
Human Interest Story. Pp. xiii, 313. 
Chicego: University of Chicago Press, 
1939. $300 
The study of newspaper content is one 

of the neglec-ed fields of social research. 
Mrs. Hughes does not approach the prob- 
lem quantitatively, but rather seeks to ex- 
amine the changes that have taken place in 
the kinds of material newspapers publish 
and the way in which they publish it. 
Starting with news content as so many 
fasts, she analyzes the influences that have 
transiormed newspaper content into news 
stories. Her analysis is shrewd and lively, 
and she adds more insight and understand- 
ing to what has been happening in Ameri- 
can journalism than is found in any other 
single volume devoted to the contemporary 
newspaper. 

Mrs. Hughes weaves into her chapters 
the essential historical background, though 
her study is not historical, but sociological. 
The turning point in journalism in this 
country came in the 1830’s, by which time 
urban influences were being felt, a new 
working class was emerging, and the ef- 
fects of the industrial revolution were be- 
ccming marked. Simple life was giving 
way to metropolitan complexities. The 
emerging pattern of urban living provided 
the opportunity for a new type of jour- 
nélism, which was seized by Dana, Bennett, 
ard their followers. For readers o2 papers 
published by these early editors, human 
materials were more interesting anc impor- 
tant than abstract and factual discussions. 
“The most interesting thing to man is 
other men,” Professor Giddings once re- 
marked, and this is the key to an under- 
standing of the rise of personal journalism 
and the changes that occurred in the sub- 
stance matter of news. 

Chapter by chapter, Mrs. Hughes makes 
clear why the presentation of newspaper 
materiels in terms of human interest rather 
tkan in the light of social significance was 
tke inevitable consequence of the social 
changes that were taking place. The needs 
of the “demos” were met by the rise of this 
new journalism in which the newspaper 
becomes the literature of the masses. In 
tke present complex world, the newspaper 
came to assume the functions of the earlier 
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broadside and the folk tale of simpler peo- 
ples. Through the newspaper and the hu- 
man-interest story that it contains, there 
has been and continues to be an education 
of simple-minded people about the world 
in which they ‘are living—an education not 
in abstractions but in concrete and human 
terms. The author stresses the importance 
of this, for in an age of rapid social change, 
the newspaper with mass appeal provides 
a way for the people to understand them- 
selves, because it presents ever enlarging 
areas of the changing world to them in 
terms that are familiar and recognizable. 
Such a result of modern jcurnalism was 
not planned or foreseen by editors and 
publishers, but this does not detract from 
the importance of the mass-circulation 
newspaper as a social agency 

It is difficult to summarize the closely 
knit thesis developed by Mrs. Hughes, but 
the preceding paragraphs indicate its broad 
outlines. There are other students who 
have gone over the same ground, but her 
unique contribution comes in a tolerant 
appraisal of the human-interest emphasis 
in news content. Where others have 
spoken of the degradation of an honorable 
institution, she evaluates the changes in the 
newspaper as natural and significant. This 
interesting sociological approach is a real 
contribution. Marcom M. WILLEY 

University of Minnesota 


Jackson, PegcrvaL E. Look at the Law.- 
Pp. 377. New York. E. P. Dutton & 
Co., Inc., 1940. $2.75. 

The title of this interesting book is Look 
at the Law; an extended title might be 
“Look at the Law, the Lawyers, and the 
Judges.” 

The first eleven chapters deal at length 
with the layman’s dissatisfaction with the 
law and its administration, each chapter 
with a specific criticism; thus, Chapter H, 
“The Layman Says There Is Too Much 
Law”; Chapter IH, “The Layman Says 
the Law Is Uncertain.” Other chapter 
headings are: The Law Is Too Rigid; The 
Law Is Too Technical; The Law Is Hypo- 
critical; The Law Is Too Slow; The Law 
Is Too Expensive; Lawyers Are Dishon- 
est; Judges Are Corrupt; Witnesses Are 
Liars The book says what the inarticu- | 
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late layman would Lke to say, but says it 
more intelligently than any layman could 
say it, because the aithor, an eminent law- 
yer, knows, better than any layman could, 
how far short of perfection is the existing 
system. Where there is an answer to a 
criticism, the answer is well stated; where 
there 1s no answer, the defect is candidly 
admitted and a remedy is suggested. In 
some cases the layman is reminded that the 
failure of the law to achieve justice is ın 
himself; sometimes in his chosen elective 
representatives. 

Of the complaint that there is too much 
law: “Guilty,” says zhe author; and, after 
pointing to the complexity of modern civ- 
ilization, he adds: “Public whims, passing 
waves of emotion, fear or hatred, any 
prejudice natural or subsidized may result 
in laws badly drawn, unneeded, and ulti- 
mately unheeded.” 

The uncertainty of much of the law is 
found in the inability of our lawmakers to 
say what they mean. “A so-called law dic- 
tionary is published in 23 volumes, and 
contains 24,588 pages, approximately 60,- 
000 judicial definitions which vary mate- 
rially from Noah Weoster’s definitions, and 
from each other.” Yet Lord Chief Justice 
Coke said, “The knowne certaintie of the 
law is the saftie of all.” 

The book should have an appeal to law- 
yer and layman alike. It states candidly 
and forcefully, and with a wealth of perti- 
nent illustrative litigated cases, the lay- 
man’s complaint that the law as it exists 
and is administered fails too often to serve 
social ends While not an indiscriminating 
attack on the existing administration of 
justice, the author holds no brief and does 
no special pleading for the law or its ad- 
ministrators. It is a searching and in- 
formed recognition, calmly presented, with 
a leaven of humor, of the defects in our 
legal system. The last three chapters deal 
with what is being cone and what might 
be done to cure existing defects. 

WrtiaM E. MIKELL 

University of Pennsylvania Law School 


TRELOAR, Aran E. Elements of Statistical 
Reasoning. Pp. x, 261. New York: 
Jobn Wiley & Sons, Inc, 1939 $3 25. 
In almost every walk of life one may 
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find important uses for statistics—some 
quite simple, others highly technical and 
complex. Averages, percentages, and in- 
dexes abound in the newspapers; they en- 
ter into our everyday conversation; they 
appear in the school’s records of pupils, 
the hospital’s charts of its patients, and the 
business man’s analysis of his sales. Other 
statistical measures, not quite so well 
known, are to be found in the mental tool 
kits of most scientists and scattered over 
the pages of scientific publications. To 
understand much of what is written and 
discussed today, one must know some of 
the elementary principles of statistical rea- 
soning. It is not surprising, therefore, that 
children in the upper grades of the public 
schools are learning about averages and 
graphs instead of cords of wood ar obsolete 
weights and measures. It is not surprising, 
either, that there has been a great expan- 
sion of more advanced statistical instruc- 
tion in the universities. 

Professor Treloar presents an approach 
to statistical methods which he ^as found 
useful in teaching graduate students “with 
a great diversity of objectives.” It is 
formed in the tradition of the English bi- 
ometrists. In spite of its unusual title, 
his book keeps close to the usual content 
of a general course in statistics, giving prin- 
cipal emphasis to biometry and vital sta- 
tistics. Teachers of statistics whose ex- 
perience and preferences parallel Professor 
Treloar’s will find it a fine textbook for 
their classes. Teachers who wish to in- 
clude in their courses the preparation and 
use of schedules, the principles of tabula- 
tion, index numbers, time series analysis, 
or the analysis of variance will probably 
prefer a book that covers these subjects. 

In completing this book, the author set 
aside for a later volume his original plan 
to include a critical analysis of small- 
sample techniques (pp viii and 61). Ex- 
cept for tests of significance for propor- 
tions (p. 204) and correlation coefficients 
(pp. 161-64) based on small samples, the 
newer methods that have been developed 
during the last thirty years for use with 
small samples are not presented. In this 
respect the book stands in contrast to an- 
other volume issued by the same publisher 
a few months earlier, Paul R. Rider’s In- 
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troduction to Modern Statistical Methods, 
and to the apparent trend of other recent 
textbooks. 

In statistical reasoning one takes several 
steps before he reaches the path that Pro- 
fessor Treloar has laid out, and one con- 
tinues several steps beyond it. The path- 
way might well have been extended, for 
unwary travelers may stumble or get mired 
at either end. Almost all textbooks neglect 
these first end last steps, but a book bear- 
ing the title Elements of Statistical Rea- 
soning might be expected to include a dis- 
cussion of framing the questions, planning 
statistical studies or experiments designed 
for statistical analysis, testing the accuracy 
of data, and interpreting the results in 
terms that go beyond the test for “statisti- 
cal significance.” The chain of statistical 
reasoning is no stronger than its weakest 
link. It will carry weight only if it is 
firmly anchored at each end. 

FREDERICK. F. STEPHAN 

Washington, D. C. 
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FOREWORD 


WHATEVER it is that a nation wants to achieve, the long-range fulfillment of its 
objectives looks to the coming generation. Democracies and dictators, scientists 
and statesmen, alike recognize this fact. At this moment in world history, then, 
there is particular pertinence to a volume of THE ANNALS on child problems and 
programs. 

The present vclume is the fifth in the publications by the American Academy 
during the past twenty years which have been devoted to childhood. The first of 
these appeared in November 1921, under the title of Child Welfare, and consisted 
of twenty-four articles which identified and surveyed the then chief concerns of 
child welfare workers. In September 1925 there appeared a second volume under 
the title of New Values in Child Welfare, which attempted to present certain new 
emphases in a field in process of rapid development. Postwar Progress in Child 
Welfare, appearing in September 1930, was a survey of trends and changes in chil- 
dren’s work during the decade 1920-30. Growing emphasis during the depression 
years upon the problems of a slightly older group led to the publication in Novem- 
ber 1937 of the volume entitled Tke Prospect for Youth. The present vloume, 
which appears at the end of a decade of depression, seeks, through a survey of a 
series of trends, net only to indicate how that depression has affected the problems 
and the programs of child welfare, but also to reveal the present status of the 
situation in this field. 

The editor of the present volume has served as sole or co-editor of each of the 
volumes just mentioned. In a number of cases the contributors to the volumes 
have been the same. In particular, the effort has been made in planning the present 
volume to have the same contributors survey the same fields as did so in the 1930 
volume. Taken as a whole, then, these five volumes form a series of signposts 
in the history of child welfare work during the past twenty years. It is hoped that 
they may be of cantinuing service to students of child problems. 

James H. S. Bossarp 


xi 


Child Welfare 1930-40 


By KATHARINE F. LENROOT 


It was the best of times, it was the worst 
of times, it was the age of wisdom, it was 
the age of foolishness, it'was the epoch of 
belief, it was the epoch of incredulity, it 
was the season of Light, . . . it was the 
winter of despair... . 


HESE words from the opening 

chapter of Dickens’ A Tale of Two 
Cities may well be quoted to describe 
the decade of the 1930’s and its effects 
upon child life in the United States of 
America and throughout the world. 


A DECADE oF STRESS 


The year 1930 dawned upon a world 
which was moving from what appeared 
to many at the time to be a high plateau 
of prosperity into a deep valley of eco- 
nomic depression. In that year the 
White House Conference on Child 
Health and Protection recorded the tre- 
mendous progress made in scientific 
knowledge, and in the Children’s Char- 
ter asserted the right of children to 
benefit from the results of this progress. 
Yet, almost immediately, the primary 
essential of child welfare—namely, a 
living wage for the father—was chal- 
lenged by the onset of the depression, 
and in a very few years more than six 
million children were living in families 
on relief. By 1940 the White House 
Conference on Children in a Democracy 
reported that more than a million fam- 
ilies in this country had a yearly income 
below $250 and that two-fifths of all 
families had incomes under $1,000. 

The year 1930 dawned upon a world 
at peace, But the decade which wit- 
nessed so many attempts to preserve 
peace and to promote international co- 
operation in the solution of social and 
economic problems ended with part of 
the world at war and most of the world 


fearing war. During the early part 
of the decade international co-operation 
in behalf of the welfare of children 
through such agencies as the Social 
Questions Section of the League of Na- 
tions, the International Labor Organ- 
ization, and the Pan American Child 
Congresses was increasingly effective, 
tending to raise standards in the fields 
of health protection, child labor legis- 
lation and regulation, and care of de- 
pendent, neglected, and delinquent chil- 
dren. By the end of the decade the 
outbreak of war in Europe had swept 
away many previous gains, and in the 
United States had brought vigorous ef- 
fort to preserve the gains so hardly won 
during the depression years. 

During this decade of unprecedented 
stress and strain, the lives of children 
were subjected to crosscurrents and in- 
fluences the final effect of which is as 
yet not clear. Specific events may be 
listed in chronological order. Definite 
gains as well as definite losses may be 
tabulated. What the final balance sheet 
will reveal cannot be accurately pre- 
dicted. But from a review ot the dec- 
ade one outstanding fact emerges—the 
deepening sense of public responsibility 
for children and the accompanying real- 
ization that this responsibility must be 
developed on a nationwide basis. This 
fact stands out with increasing clearness 
when the general term “child welfare” 
is broken down into some of its major 
component parts and the record of the 
last ten years is examined in greater 
detail in the closely related fields of 
maternal and child health, education, 
social welfare, control of child labor, 
and provision for leisure-time activity, 
recreation, vocational guidance, and op- 
portunity for useful employment. 


2 THE ANNALS oF THE AMERICAN ACADEMY 


MATERNAL AND Curup HEALTH 


The decade 1930-40 began under in- 
auspicious circumstances. For seven 
years during the previous decade, the 
United States had been engaged in the 
first co-operative undertaking on the 
part of the Federal Government and 
the states for promotion of the welfare 
and hygiene of maternity and infancy. 
But the Federal maternity and infancy 
act of 1921 expired by limitation in 
1929, leaving the country without an 
effective program just as the onset of 
the depression began to curtail the re- 
sources of states and local communities 
as well as of individual families. 

By the winter of 1932-33 reductions 
in appropriations for child health serv- 
ices were known to be serious, and 
available evidence indicated an increase 
in the number of undernourished chil- 
dren. In October 1933 a national Con- 
ference on Child Health Recovery was 
called by the Secretary of Labor on the 
suggestion of the Children’s Bureau to 
consider plans for stimulating nation- 
wide interest in the health of children in 
families affected by the economic de- 
pression. A program was recommended 
to locate undernourished children and 
to develop means of overcoming mal- 
nutrition by more adequate feeding and 
medical care. As a follow-up on this 
program the Federal Emergency Relief 
Administration requested the Children’s 
Bureau to act as consultant in the or- 
ganization of special state-wide nursing 
projects, under’ the direction of state 
health departments, on which unem- 
ployed nurses were paid from Civil 
Works Administration funds. Physi- 
cians on the staff of the Children’s Bu- 
reau visited every state, assisting in 
working out practical programs. An- 
other result of the emphasis on child 
health recovery was the school-lunch 
program carried on under the auspices 
of the Federal Emergency Relief Ad- 


ministration. The year’s experience 
showed the urgent need for a more ex- 
tensive and permanent program for ma- 
ternal and child health throughout the 
country. 

In August 1935 Congress passed the 
Social Security Act. Funds to imple- 
ment it became available in February 
1936. Title V of the act authorized an- 
nual appropriations of $3,800,000 ior 
maternal and child health services and 
$2,850,000 for services for crippled chil- 
dren, to be administered by the Chil- 
dren’s Bureau. Amendments to the act 
in 1939 increased the authorized appro- 
priations to $5,820,000 and $3,870,000 
respectively, and extended the benefits 
of these services for the first time to 
Puerto Rico effective January 1, 1940. 
The act was also amended to require 
state plans after January 1, 1940 to 
include provision for the establishment 
and maintenance of personnel standards 
on a merit basis. 

By the end of 1939 maternal and 
child health services and services for 
crippled children were in operation in 
forty-eight states, Alaska, Hawaii, and 
the District of Columbia, and strong 
foundations for an effective program 
had been laid. Development of the 
program served also to reveal the extent 
of needs still unmet. More than half 
of the 1,229 prenatal clinics adminis- 
tered or supervised by state health de- 
partments during the fiscal year 1939 
had been established during 1938 and 
1939, but thirteen states and twenty- 
five hundred counties were still reported 
to have no prenatal clinics under such 
supervision. More than six thousand 
public health nurses were rendering 
services under the maternal and child 
health programs, but more than a thou- 
sand of the 3,076 counties still lack this 
type of service. 

The need of rural mothers for good 
nursing care when the birth occurs in 
the home is rapidly being recognized by 
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state health agencies, and nearly two- 
thirds of the states have organized serv- 
ices of this type on a demonstration 
basis in selected localities. More re- 
cently, plans to provide complete ma- 
ternity care in one or more rural coun- 
ties not previously served have been put 
in operation in a few states. 

Increasing attention has been given 
to training and postgraduate education 
of medical, nursing, and other profes- 
sional personnel employed in connection 
with maternal and child health pro- 
grams and services for crippled children. 
Nutrition and dental programs have 
been strengthened. An outstanding fea- 
ture of the work in each state has been 
the co-operation of state and local 
health departments, professional groups 
and organizations, and the public. 

It is not without significance that 
remarkable reductions in infant and 
maternal mortality rates have been 
recorded since the Social Security Act 
was passed. Until 1934, maternal mor- 
tality rates had decreased little. In 
1930 the rate was 67 per 10,000 live 
births in the birth registration area, 
which then included all but two states, 
which were admitzed to the area in 1932 
and 1933. In 1934 the rate was 59. 
By 1938, the last year for which final 
statistics are available, the rate had 
dropped 25 per cent to 44, the lowest 
on record, In 1930 the infant mortality 
rate was 65 per 1,000 live births; in 
1934 it was 60. By 1938 it had reached 
the all-time low of 51. 


Studies and findings 


Despite these evidences of progress, 
the searching reviews of health needs in 
the United States made during the dec- 
ade indicate that little more than a be- 
ginning has been made in dealing with 
the problem. In 1934 the Children’s 
Bureau publishec the report of a pio- 
neer study of maternal deaths in fifteen 
states. Reports of similar studies were 


published by the New York Academy 
of Medicine and the Philadelphia 
County Medical Society, and further 
investigations have been made by state 
and local medical groups. 

New facts in regard to the health 
needs of the American people were re- 
vealed by the National Health Survey 
(1935-36), including data on the ex- 
tent and the severity of illness, illness 
among children at different age levels, 
the relation of poverty to illness, and 
the availability of medical care. 

The Interdepartmental Committee to 
Coordinate Health and Welfare Activi- 
ties, which had been created by Execu- 
tive Order in 1935, set up several tech- 
nical committees including a Technical 
Committee on Medical Care. In its re- 
port to the National Health Conference 
in 1938 the Technical Committee on 
Medical Care formulated recommenda- 
tions for a broad program of health and 
medical services and pointed out the 
need for comprehensive maternal and 
child health programs. 

Meantime many private agencies and 
organizations, some under professional 
leadership and some under lay auspices, 
had become interested in the problem. 
As a result of the National Conference 
on Better Care for Mothers and Babies 
held in January 1938, at the call of the 
Children’s Bureau, a National Council 
for Mothers and Babies was organized 
to serve as a clearinghouse of informa- 
tion regarding maternity care for more 
than fifty national groups comprising its 
membership. 

The White House Conference on 
Children in a Democracy also consid- 
ered maternal and child health, It re- 
ported that despite the progress made 
in recent years there were still nearly 
ten thousand maternal deaths in 1938, 
and that at least one-half of them were 
estimated to be preventable; there were 
still each year some fifty thousand 
deaths of infants in the second to 
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twelfth month of life, of which many 
were preventable; there were still some 
seventy-five thousand stillbirths each 
year, and seventy thousand deaths of 
infants before they were a month old. 
One-third of the deaths of young infants 
and a considerable proportion of the 
stillbirths were believed to be prevent- 
able. 

The General Report adopted by the 
White House Conference asserts that 
sufficient qualified professional care is 
not available to meet the health needs 
of the American people, especially in 
rural areas, and that deficiencies in indi- 
vidual medical care are paralleled by 
lack of hospitals and clinics. Hundreds 
of thousands of children are reported as 
suffering from correctible defects and 
from aftereffects of disabling diseases 
for lack of prompt and competent medi- 
cal attention. The Conference adopted 
strong recommendations looking toward 
expansion of maternal and child health 
services. The National Citizens Com- 
mittee created by the Conference to 
give national leadership in making the 
Conference recommendations effective, 
issued on June 17, 1940, as its first offi- 
cial act, declarations on child conserva- 
tion and national defense in which it 
expressed its conviction that health 
services and medical care for all, partic- 
ularly for mothers, children, and youth, 
should be maintained and extended. 


EDUCATION 


The history of the United States has 
no more dramatic and significant aspect 
than the growth of its educational sys- 
tem. Each year the schools serve 
nearly thirty million children of ele- 
mentary and secondary school age. By 
1930 the total value of property and en- 
dowments of the public schools alone 
was $6,674,445,000, and elementary 
school enrollments had reached an all- 
time peak. Even in that year, however, 
810,000 children 7 to 13 years of age, 


most of them from the poorest rural 
areas, were not attending any school. 

The depression years greatly dis- 
rupted programs of both elementary 
and secondary schools. The President’s 
Advisory Committee on Education re- 
ported in 1938 that in many areas in 
these years school terms were curtailed, 
entire sections of the curriculum were 
dropped, crowding in schools increased, 
fewer teachers were provided, and 
teachers’ salaries were drastically re- 
duced. 

By 1940 the White House Conference 
on Children in a Democracy reported 
that the matter of making public educa- 
tion available to all children had be- 
come a national problem, and declared 
that the strengthening of democratic 
government requires education for every 
child adapted to his needs and capaci- 
ties. Special need was found to exist 
for provision of kindergarten or similar 
preschool experience for every child, 
and, at the other end of the school pro- 
gram, for provision of secondary school 
opportunities for youth up to 18 or 20 
years of age. These opportunities 
should include effective vocational guid- 
ance, prevocational preparation for all 
youth about to complete their formal 
schooling, and broad vocational educa- 
tion within the secondary school for 
youth who will later have intensive 
training for skilled trades. 

The President’s Advisory Committee 
on Education reported that the effects 
of the decline in birth rate which be- 
gan some years ago are already being 
reflected in the school population. Ele- 
mentary school enrollments have de- 
clined slightly since 1930. The Com- 
mittee predicted that by 1940 the 
number of youth of high school age 
would begin to decrease, so that coming 
decades are not likely to be marked by 
so great an expansion as occurred in the 
years before 1930, 

The Educational Policies Commission 
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of the National Education Association 
reported in 1939 that 


quite apart from industry and ability, the 
likelihood that a youth will be able to se- 
cure adequate and effective education is 
reduced to a marked degree by such fac- 
tors as the following: belonging to a poor 
family, living in regions where wealth and 
income are too low to afford an adequate 
local tax base, being a member of a minor- 
ity group such as the Negro race, and liv- 
ing in a rural area. 


Repeated surveys by groups of 
thoughtful citizens in recent years have 
revealed that educational opportunity is 
far from available to all American chil- 
dren. After reviewing the situation, the 
White House Conference on Children 
in a Democracy reported that the re- 
sources of many school districts and 
even of entire states and regions cannot 
keep pace with the needs of the school 
population or provide suitable standards 
of educational efficiency. The Confer- 
ence recommendec that units of local 
school attendance and administration 
should be enlarged wherever necessary, 
that substantial financial assistance 
should be granted by every state to its 
local school systems, and that an ex- 
tended program of Federal financial as- 
sistance should be adopted. Other im- 
portant recommendations included one 
urging local school systems to provide 
free educational opportunities, in ac- 
cordance with individual needs, for 
youth up to 18 or 20 years of age. 


Camp LABOR, VOCATIONAL GUIDANCE, 
AND YOUTH EMPLOYMENT 


The end of the decade of the 1920’s 
was a period of relative stagnation in 
the legislative control of child labor. 
By 1933, however, the depression had 
made it obvious thet the employment of 
children should be considered broadly in 
relation to the economic crisis. An 
emergency conference was called by the 


Children’s Bureau in December 1932 to 
review the whole question of child labor. 
Evidence was presented showing that 
while there was a continued decline in 
the total number of children leaving 
school to go to work, there was likewise 
an increase in the employment of chil- 
dren in the new “sweated industries” 
which had sprung up during the depres- 
sion. 

This brought about a new interest in 
regulatory measures. The number of 
states ratifying the child labor amend- 
ment to the Constitution rose from five 
in 1930 to twenty-eight, with eight more 
ratifications needed. The National Re- 
covery Administration codes established 
a 16-year minimum age for employment 
of young people and an 18-year mini- 
mum for especially hazardous occupa- 
tions. While the codes were in effect 
there was a decrease of 70 per cent in 
the number of 14- and 15-year-old chil- 
dren receiving employment certificates 
for first regular employment, despite the 
sharp increase in the index of factory 
employment at that time. When the 
codes were invalidated in May 1935, 
the former tendency for child labor to 
follow the trend of general factory labor 
was resumed. 


Lack of coverage 


The Fair Labor Standards Act of 
1938 again established a basic 16-year 
minimum age for employment of chil- 
dren with an 18-year minimum age for 
employment in hazardous or injurious 
occupations. This act, the child labor 
provisions of which are administered by 
the Children’s Bureau, applies only to 
establishments producing goods for ship- 
ment in interstate commerce. On the 
basis of a study made by the Children’s 
Bureau in 1936, it is estimated that 
three-fourths of the workers under 16 
in the United States, outside of agri- 
culture, street trades, and domestic 
service, are in various types of nonfac- 
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tory employment, including restaurants, 
beauty parlors, garages, and all types of 
repair shops. These occupations are 
not covered by the Fair Labor Stand- 
ards Act. The work of children in the- 
atrical productions and in private do- 
mestic service is also to a large extent 
unregulated. State laws and the Fair 
Labor Standards Act of 1938 have made 
a beginning in the control of industrial 
homewcrk, a practice which has always 
involved the work of very young chil- 
dren, but its evils have not yet been 
eliminazed. 

Rural child Jabor is to a large extent 
subject neither to Federal nor to state 
legislation. The employment of chil- 
dren in industrialized agriculture con- 
stitutes a serious child labor problem. 
Studies by the Children’s Bureau and 
other agencies have shown that the de- 
plorable child labor conditions in sugar- 
beet fields—to mention but one example 
—were traceable largely to the family 
contract system and low wages. The 
Federal Sugar Act of 1937 now offers 
an opportunity for bettering conditions 
in this industry. The act recognizes the 
necessity for regulation by requiring, as 
a prerequisite for payment of benefits to 
growers of sugar beets and sugar cane, 
adherence to a minimum age of 14 for 
employment of children, and an eight- 
hour day for children between 14 and 
16. An experiment in making certifi- 
cates cf age available has been carried 
on through the co-operation of the Chil- 
dren’s Bureau and the United States 
Department of Agriculture with the 
agencies in certain states issuing em- 
ployment certificates for industrial and 


other nonagricultural employment. The ` 


employment of children on truck farms, 
in gathering strawberries and other 
fruits and vegetables, constitutes a se- 
rious problem. 

Children of migratory families are 
particularly likely to be deprived of op- 


portunity for schooling and put to work 
at an early age. 

Although the Fair Labor Standards 
Act of 1938 marks a long step forward 
in the establishment of a nationwide 
child labor standard, it leaves many 
children unprotected, since there has 
been a drift of working children into 
nonfactory work and into purely intra- 
state industries. It might be hoped 
that the state laws would afford the de- 
sired protection, but such is not the 
case. Progress in state labor legislation 
has been slow. Only twelve states now 
have a basic 16-year minimum age for 
work in factories and stores at least 
during school hours; four states have a 
15-year minimum; and thirty-one states 
and the District of Columbia have = 
14-year minimum. One state still has 
no minimum age for employment. 
Many of these laws are subject to nu- 
merous and varied exemptions. 


Administration 


In its administration of the child la- 
bor provisions of the Fair Labor Stand- 
ards Act, the Children’s Bureau has en- 
deavored to obtain compliance on the 
part of employers by publicizing these 
provisions and by making certificates of 
age available through co-operation with 
state agencies. Court action has been a 
last resort. The aim of the Children’s 
Bureau has been to uphold the Federal 
standard and at the same time to sup- 
port state standards and to encourage 
and develop the best methods and pro- 
cedures for making them effective. 

The response to the program on the 
part of state officials has been most en- 
couraging. In general they have felt 
that the Federal act has been of great 
assistance to them in developing and 
carrying out procedures for obtaining 
better compliance with their own state 
laws. Improvement of state legislation 
relating to employment certificates and 
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further strengthening of state admin- 
istration are needed in many states. 

Since the Fair Labor Standards Act 
became effective, the Chief of the Chil- 
dren’s Bureau has found and declared 
the manufacture of explosives and em- 
ployment as drivers and helpers on mo- 
tor vehicles to ke especially hazardous 
for minors under 18. Procedures have 
been initiated for issuance of a similar 
finding and order on the subject of coal 
mining. The orders issued have been 
well received. Certain state depart- 
ments of labor have already indicated 
that they intend to follow the policies 
of the Children’s Bureau in setting up 
standards for working minors in their 
states. 

Despite the real progress of the dec- 
ade, however, great inequalities exist in 
the protection offered young workers in 
the various states as to standards pre- 
scribed, occupations covered, and the 
effectiveness of law enforcement. Agri- 
cultural pursuits, which employ three- 
fourths of all children under 16 who 
work, are practically uncontrolled ex- 
cept for the operation—often ineffectual 
—of school-attendance laws. Legisla- 
tive methods alone, however, will not 
solve the problem of these children, 
which is complicated by the basic eco- 
nomic maladjus-ment in agriculture for 
which effective remedies must be found 
before adequate protection can be as- 
sured children of families employed in 
agricultural production. 


Employment 

A program concerned with the em- 
ployment problems of children and 
young people involves more than pre- 
vention of industrial exploitation and 
premature employment of children and 
youth at ages or under conditions of 
work detrimental to their health, educa- 
tion, and general welfare. It also in- 
volves provision for training and guid- 
ance in school and on the job, assistance 


in obtaining suitable employment, and 
adequate, opportunity for work expe- 
rience. In this latter field, develop- 
ments of the past decade have been oi 
great significance. 

The problem of the preparation of 
youth for adult life and their adjust- 
ment to it has been made so conspicuous 
by the shrinkage of employment oppor- 
tunities accompanying the depression 
years and technological changes that the 
“youth problem” is now widely regarded 
as one of the major social problems of 
our time. A recent estimate places the 
number of unemployed persons under 
25 years of age in the United States at 
four million, or about one-third of the 
total number of persons unemployed. 

Attempts to meet the urgent problem 
of youth employment have resulted in 
the development of special government 
work programs such as those carried on 
by the Civilian Conservation Corps and 
the National Youth Administration. 
Increased attention has been given also 
to the development under public aus- 
pices of guidance and placement facili- 
ties for youth. It is estimated that by 
1930 public school systems and public 
employment services of at least thirty 
cities in the United States had devel- 
oped or were in process of develop- 
ing specialized junior-placement offices. 
During 1936 the number more than 
doubled, largely because of funds made 
available under the Wagner-Peyser Act 
of 1933, permitting expansion of public 
employment offices and the guidance 
and placement program of the National 
Youth Administration inaugurated in 
1936. The National Youth Administra- 
tion has co-operated with many public 
employment offices and assisted them 
by adding to their staffs special place- 
ment workers whose full time could 3e 
given to the counseling and placement 
of junior applicants. During the three 
years prior to October 1939 the numter 
of special programs for junior appli- 
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cants in public employment offices more 
than tripled. 

Renewed interest in apprenticeship as 
a means of vocational preparation for 
many skilled trades was stimulated by 
establishment of a Federal Committee 
on Appzenticeship, functioning in the 
United States Department of Labor 
with the assistance of state and local 
apprenticeship committees. 


Recommendations 


An outstanding feature of the decade 
has been the number of vouth studies 
made under the auspices of such agen- 
cies as the United States Office of Edu- 
cation, the Children’s Bureau, tte Work 
Projects Administration, and others, 
and by the American Youth Commis- 
sion which was appointed by the Ameri- 
¢an Council on Education to make a 
five-year study of these problems. As 
a result of its studies the American 
Youth Commission, in a statement 
adopted in October 1939, advocates 
that “every young person who does not 
desire to continue at school after 16, 
and who cannot get a job in private 
enterprise, should be provided under 
public auspices with employment in 
some form of service.” The widespread 
public support of this program, evi- 
denced by press comment, shows a new 
determination to provide jobs for youth, 
with Federal assistance if necessary. 

Problems of child labor regulation, 
vocational guidance, and youth employ- 
ment were reviewed by the White 
House Conference on Children in a 
Democracy, which recommended: com- 
pletion of ratification of the child labor 
amendment to the Constitution; a mini- 
mum age of 16 for all employment dur- 
ing school hours and for employment at 
any time in manufacturing or mining; a 
minimum age of 14 for limited periods 
outside school hours in certain desig- 
nated types of occupation; a minimum 
of 18 years or higher in hazardous or 


injurious occupations; abolition of in- 
dustrial homework; minimum-wage 
standards for all employed minors and 
restrictions on hours of work for per- 
sons up to 18 years of age; at least dou- 
ble compensation under workmen’s com- 
pensation Jaws for minors illegally 
employed; and adequate child labor law 
administration. 

As to vocational guidance and youth 
employment, the Conference recom- 
mended: programs of general secondary 
education based on changes in indus- 
trial demands; vocational preparation, 
guidance, and counseling services 
adapted to modern conditions; place- 
ment services for young workers; Fed- 
eral, state, and local governmental 
work projects for youth over 16 not 
in school and unable to obtain employ- 
ment; enlargement of Civilian Con- 
servation Corps and National Youth 
Administration programs, and further 
experimentation in part-time work and 
part-time school programs. 


PROVISION FOR LEISURE-TIME 
ACTIVITIES 


One of the important gains in recent 
years has been the increasing recogni- 
tion of the value of recreation and 
play not merely as a means of reducing 
or preventing delinquency, developing 
character, or similar worthy ends, but 
as positive forces in the lives of chil- 
dren. Great gains have been registered 
during the decade. Voluntary associa- 
tions and organizations of many kinds 
have been formed or expanded to de- 
velop play and recreation programs. 
Growth of public acceptance and sup- 
port of recreation programs has been 
shown by such factors as the acquisition 
of forest and park areas, and the con- 
struction of camps, community centers, 
athletic fields, swimming pools, tennis 
courts, and clubhouses. More schools 
have been made available for leisure 
programs. Music, art, drama, photog- 


. 
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raphy, and travel have been extended. 
States have passed enabling legislation. 
More recreation leaders have been 
trained. The motion pictures, the ra- 
dio, and the theater have brought recre- 
ation to more people. 

In recent years many traveling libra- 
ries and branch libraries in isolated 
areas have been developed. Neverthe- 
less the American Library Association 
reported in 1938 that more than eight- 
een million persons under 20 years of 
age are still without local public library 
service. 

The White House Conference on 
Children in a Democracy reported in 
January 1940 that children living in 
rural or sparsely settled areas, children 
in low-income families, Negro children 
and children in other minority groups, 
children in congested city neighbor- 
hoods, unemployed youth, and children 
with mental, emotional, or physical 
handicaps are “neglected groups” from 
the standpoint of provision for leisure- 
time activities. 


SOCIAL SERVICES FOR CHILDREN 


Primary responsibility for the nur- 
ture, the support, and the training of 
children rests with the family. The 
needs of the great majority of the 
thirty-six million children under the age 
of 16 in the United States are met by 
their families and by community serv- 
ices that should be available to all chil- 
dren. The state has an obligation to 
assure the availability of such com- 
munity services as health protection, 
schools, and playgrounds. But the 
state has the further duty of making 
sure that care and protection are within 
reach of those children who have no 
parents or natural guardians, and those 
whose home conditions or individual 
difficulties or disabilities require special 
attention. These include the depend- 
ent, the neglected, the delinquent, and 


the mentally and physically handi- 
capped. 

The White House Conference of 1930 
was able to report great gains in recog- 
nition of social responsibility for chil- 
dren. Many private agencies had been 
organized, resources had been enlarged, 
and state commissions had been formed 
to review the needs of children for legal 
and social protection. Growth of the 
professions of social case work and child 
psychiatry had made it possible to pro- 
vide leadership and to develop methods 
by which the aims of society for child 
protection could be more fully realized. 

Outstanding as were the achievements 
at the beginning of the decade, however, 
they were insufficient to cope with the 
burden brought by the depression. In 
the early winter of 1931 reports came 
that many private and public relief 
agencies both in cities and in rural dis- 
tricts were being forced by limited 
financial resources to curtail weekly or 
monthly relief grants to families. In 
1931 and 1932 the Children’s Bureau 
called national attention to the effects 
of the depression on the children, and 
made brief surveys in response to in- 
quiries as to the number of boys under 
21 who were leaving home and “hitch- 
hiking” or “riding the freights” in 
search of employment presumably not 
to be found in their own communities. 
The report presented to the President’s 
Organization on Unemployment Relief 
declared that the size of the problem 
required state and national co-opera- 
tion. Many of these transient boys 
were later taken care of through the 
Civilian Conservation Corps and the 
National Youth Administration. 

The experiences of the depression 
definitely proved the impossibility of 
dealing with the problems then created 
or for the first time fully recognized, 
except through nationwide measures, in- 
cluding the following: 
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Relief and work programs 


The passage of the Federal Emer- 
gency Relief Appropriation Act of 1935 
for the first time afforded a basis for 
direct Federal, state, and local co-opera- 
tion in conserving home life for children. 
Through the Work Projects Administra- 
tion it is estimated that in March 1939 
about 4,500,000 children under the age 
of 16 years were being provided with 

‘maintenance through wages of family 
breadwinners on Federal work projects. 


Aid to dependent children 


Publiz provision for aid to needy de- 
pendent children in their owr homes, 
mainly through local units of govern- 
ments before the Social Security Act 
was enacted, was then reaching approx- 
imately 280,000 children. The Social 
Security Act of 1935 provided Federal 
aid for more comprehensive s:ate and 
local programs. By the end of 1939, 
forty states, the District of Columbia, 
and Hawaii were co-operating in these 
programs, and about 728,000 children 
were receiving aid. In larger numbers 
childrer. are in need of and eligible for 
such benefits, according to estimates of 
the Social Security Board, buí are not 
receiving them. Amendments to the 
Social Security Act in 1939 make it 
possible to expand the program to reach 
many additional children and to provide 
more adequate benefits. 


Social tnsurance 


New resources for maintaining homes 
when death removes the breadwinner 
have also been made available, chiefly 
in urban areas, under the amended Old 
Age and Survivors’ Insurance provi- 
sions, which authorize payments of 
benefits to widows and to dependent 
children under the age of 18 years. 
Provisions incorporated in the Social 
Security Act in 1939 requir-:ng state 
agencies co-operating with the Federal 


Government under the act to develop 
merit systems of personnel administra- 
tion should greatly improve the effec- 
tiveness of the social security program. 


Child welfare services 


Every state now has a welfare de- 
partment with responsibility for services 
other than institutional administration, 
including assistance in the development 
of local services. In addition to provid- 
ing for the conservation of home life for 
children through the co-operation of 
Federal, state, and local governments in 
the administration of public assistance, 
the Social Security Act of 1935 made it 
possible to develop state and local child 
welfare services, especially for children 
living in rural areas. ‘Through grants 
for such services, administered by the 
Children’s Bureau, state and local wel- 
fare departments are helping tc estab- 
lish community resources for dealing 
with special problems cf physical or 
mental handicap, neglect, school adjust- 
ment, or behavior, without limitation 
according to the economic status of the 
family. They also furnish a way by 
which, in co-operation with other agen- 
cies such as the schools and the health 
authorities, plans can be made and pub- 
lic support encouraged for improving 
conditions surrounding children and 
providing facilities for their care and 
training. At the end of June 1939 child 
welfare workers, paid in whole or in 
part from Federal funds, were employed 
in approximately 470 rural communities 
—more than one-sixth of the total num- 
ber of rural counties in the United 
States. 


Private agenctes 


Assumption by public agencies of ma- 
jor responsibility for financial assistance 
to families has enabled private agencies 
dealing with children and with families 
to develop new activities, giving special 
attention to family consultation con- 
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cerning problems of personal relation- 
ships and social adjustment. Private 
child caring institutions and child plac- 
ing agencies have taken steps to adapt 
their programs to changing needs and 
have strengthened and improved their 
staffs and methods of operation. 
Through community surveys and the 
work of community planning agencies, 
the functions and work of child welfare 
organizations have been examined with 
a view to better co-ordination and more 
complete service. Emphasis has been 
increasingly placed upon conservation 
of the child’s own home and provision 
of service as soon as need arises, before 
adverse conditions have had a prolonged 
and severe effect. 


CONCLUSION 


The direction of progress from 1930 
to 1940 has been toward a broadened 
concept of child welfare—a concept 
which relates the welfare of children to 
the fundamental social and economic 
problems of the Nation and which em- 
braces in its concern every child and 
every section of the country. The pro- 
gram which the White House Confer- 
ence placed befcre the American people 
for the next decade is based upon this 
concept. It affirms that the concern of 
our democracy is for every child; it 


speaks for all people, for all children. 

As we enter a new decade and con- 
front greatly intensified and sharpened 
problems of political, economic, and so- 
cial adjustment, we can be grateful that 
so mutt has been accomplished in the 
past ten years. We understand more 
fully than at any previous time in our 
history that our internal strength, our 
unity of purpose, our effectiveness in 
achieving results, whether in peace or 
in war, depend to a great extent upon 
the confidence with which parents car 
face the future for their children. Their 
safety, their health, their homes, and 
their schools must be protected at what- 
ever cost of resourceful planning and 
financial sacrifice. 

The responsibility for such planning 
rests with all the people, but they must 
act chiefly through government. Gov- 
ernment, in turn, must work in full co- 
operation with the citizens of the coun- 
try in their many organizations devoted 
to civic advancement and human wel- 
fare. Citizens must realize that they 
cannot divest themselves of responsibi:- 
ity by looking to government for the 
solution of their problems. Government 
—local, state, or Federal—is only an 
institution through which citizens act 
to fulfill their obligations to themselves, 
their families, and their fellow men. 


Katharine F. Lenroot is chief of the United States 
Children’s Bureau, Washington, D.C. She is a mem- 
ber of the board of directors of the American Public 
Welfare Association, the Technical Advisory Commit- 
tee on a National Relief Policy of the National Re- 
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national American Institute for the Protection of 
Childhood; and is a Fellow of the Child Hygiene Sec- 
tion of the American Public Health Association. She 
has also served as chairman of the United States dele- 
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Four Milestones of Progress 


By Homer Forks 


N TAE closing year of each of the 

four decades of the presen: century, 
a conference on some phase of the care 
of chilcren has been held in the Na- 
tional (Capitol. The invitations have 
been issued by the President of the 
United States, and one or more sessions 
have been held in the White House. 
Except for this, the conferences have 
been free from governmental direction. 
Each hes included several hundred per- 
sons representing all geographical areas 
and all varieties of experience and opin- 
jon. The conference of 1909 was a 
White House Conference on che Care 
of Dependent Children; that of 1919 
was a White House Conference on Child 
Welfare Standards; that of 1929 was a 
White House Conference on Child 
Health and Protection; and that of 
1939 was a White House Conference on 
Children in a. Democracy. Each confer- 
ence has, in fact, exerted a direct and 
powerful influence on child welfare. 
These conferences may truly be called 
“Four Milestones of Progress.” 


CONFERENCE ON CARE OF DEPENDENT 
CHILDREN, 1909 


The ozigin of the first White House 
Conference was democratic and Ameri- 
can. A young lawyer had personal 
knowledge over a period of years of 
one of tae orphanages in the District 
of Columbia. He was impressed by the 
desirabilizy of a fresh and constructive 
program in relation to such agencies. 
He thought that a conference on de- 
pendent children might be very useful. 
Tf it were held on the call of the Presi- 
dent and in the White House, it would 
be likely to attract widespread atten- 
tion. He suggested to President Theo- 
dore Rocsevelt the calling of such a 
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conference. The President expressed 
interest. 

On December 22, 1908, nine persons 
prominent in child welfare work in New 
York, Chicago, and Boston joined in a 
letter to the President requesting him 
to call such a conference. He did so 
and invited some two hundred persons 
to join in such a conference on January 
25-26 at the White House, and inclosed 
nine propositions for consideration and 
possible action. 

That the White House Conference on 
the Care of Dependent Children had 
far-reaching, practical effects is the 
unanimous opinion of those familiar 
with the conditions existing in 1909 and 
with the recommendations of the Con- 
ference. A few of these were: 


Home life is the highest and finest pro- 
duction of civilization. It is the great 
molding force of mind and character. 
Children should not be deprived of it ex- 
cept for urgent and compelling reasons. 


Except in unusual circumstances, the 
home should not be broken up for reasons 
of poverty, but only for considerations of 
inefficiency or immorality. 


The most important and valuable philan- 
thropic work is not the curative, but the 
preventive. 


As to the children who for sufficient rea- 
sons must be removed from their own 
homes, or who have no homes, it is de- 
sirable that, if normal in mind anc body 
and not requiring special training, they 
should be cared for in families whenever 
practicable. The carefully selected foster 
home is for the normal child the best sub- 
stitute for the natural home. 


So far as it may be found necessary tem- 
porarily or permanently to care for certain 
classes of children in institutions, these in- 
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stitutions should be conducted on the cot- 
tage plan. 


A bill is pending in Congress for the 
establishment of a Federal children’s bu- 
reau to collect and disseminate information 
affecting the welfare of children. In our 
judgment the establishment of such a bu- 
reau is desirable, and we earnestly recom- 
mend the enactment of the pending meas- 
ure. 


The proposed Children’s ‘Bureau be- 
came a fact in 1912, but not until the 
National Child Labor Committee, with 
wide experience in legislation and an 
able staff, had made this bill its pri- 
mary legislative objective for a year or 
two. The strong declaration in favor 
of the care of children in their own 
homes was directly related to the de- 
velopment of, for instance, the widows’ 
pension movement which swept the 
country within the next decade. The 
strong recommendation of family care 
instead of institutional care, when prac- 
ticable, for children necessarily removed 
from their own homes contributed 
greatly to the very notable development 
of adoption agencies and still more to 
the great development of boarding-out 
care for children unavailable for adop- 
tion. The development of the “cottage 
plan” in place of the congregate insti- 
tution was another development that 
followed the Conference suggestions. 

Other recommendations dealing with 
such subjects as incorporation of agen- 
cies, inspection by the state, education 
and medical care of foster children, so- 
cial investigations and records, and the 
like, have aided substantially in the 
development of higher standards on the 
part of child-caring agencies. 


CONFERENCE ON CHILD WELFARE 
STANDARDS, 1919 


There was no implication in the dis- 
cussions of the 1909 Conference that 
such a conference should be called at 


ten-year intervals. However, during 
the World War the Federal Children’s 
Bureau found itself busily engaged in 
protecting standards already established 
as to welfare and health of children. At 
the Bureau’s suggestion, the second year 
of the participation of the United States 
in the World War was designated as the 
“Children’s Year.” In approving the 
Children’s Year President Wilson said: 
“I trust that the work may so success- 
fully develop as to set up certain irre- 
ducible minimum standards for the 
health, education, and work of the 
American child.” As a conclusion of 
the Children’s Year program, the Bu- 
reau called a Conference on Child Wel- 
fare Standards, the expenses of which 
were defrayed by an allotment from the 
President’s Fund. 

Unlike most conferences, the Chil- 
dren’s Year Conference on Child Wel- 
fare Standards consisted of a series of 
meetings, the first of which was held in 
Washington on May 5, 1919, following 
which meetings were held in eight lead- 
ing cities in various parts of the coun- 


try. 

At the Washington Conference in 
1919 three committees of from five to 
eight members each were appointed to 
formulate minimum standards for, re- 
spectively: children entering employ- 
ment; protection of the health of chil- 
dren and mothers; and protection of 
children needing special care. 

These standards as finally adopted 
appear on pages 433 to 444, inclusive, 
of the Proceedings of the 1919 Confer- 
ence, and all students of the improve- 
ment of the well-being of children in the 
United States should familiarize them- 
selves with them. 

It will be noted that the third divi- 
sion included the subject matter dealt 
with in the Conference of 1909, while 
the first and second sections were new. 

Minimum standards as to children 
entering employment were in detail and 
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considerably in advance of the legisla- 
tion of that date. There is no doubt 
that tke discussions on child labor con- 
tributed to the widespread effort to im- 
prove state regulation of ckild labor 
within the next few years and gave mo- 
mentum to the demand for a child labor 
amendment to the United States Con- 
stitution when the Federal Ckild Labor 
Tax Law, which had beer enacted 
shortly before the Conference convened, 
was declared unconstitutional 

The 1919 child labor standards, to a 
surprising extent, anticipated and in 
most important points conformed to the 
standards of the later conferences of 
1929 and 1939. In fact, the 1939 
standards are less rigid in sorce respects 
than those of 1919, reflecting a growing 
recognition of the individual needs of 
children, and of the value cf suitable 
work experience for older chi-dren, and 
a grea-er realization that many children 
cannot derive benefit from continuing 
classrcom education up to 18 years. 

Minimum standards for the protec- 
tion of health of children and mothers 
were even more detailed. In fact, the 
Conference presented a very specific 
and comprehensive statement of health 
standards for maternity, iniants and 
preschool children, school children, and 
‘ adolescent children, which in some re- 
spects have not even yet been fully 
realized in all parts of the country. 

Twenty years later the 1939 report, 
dealing with’ all the same prcblems, fo- 
cused more largely on a program of 
action, with increasing emphzsis on the 
necessity of participation by govern- 
ment—local, state and Federal—in or- 
der to make preventive and curative 
health service available to the entire 
population. 

It was, however, in regard <o the pro- 
tection of maternity and inZancy that 
the 1919 Conference, or rather Con- 
ferences, was most influen-ial. The 
discussions of the Conference and 


the minimum standards for maternity 
and infancy protection formulated and 
widely publicized by it were, without 
doubt, the opening phase of a nation- 
wide movement which culminated in the 
enactment of the Sheppard-Towner Bill 
in 1921 by which the Federal Govern- 
ment contributed to the development of 
facilities throughout the country for the 
better protection of maternity and in- 
fancy. The Sheppard-Towner Act be- 
came effective in 1922. Originally au- 
thorized for a five-year period, it: was 
subsequently extended for two addi- 
tional years. After providing 2 fine in- 
stance of the manner in which progres- 
sive health activities can be fostered 
and aided by the Federal Government, 
though carried on by the states and lo- 
calities with substantial funds contrib- 
uted by them, it became a victim, along 
with numerous other progressive social 
welfare steps, legislative and adminis- 
trative, to the general disillusionment 
and reaction of the postwar period. 

Minimum standards for the protec- 
tion of children in need of special care 
were much more general in character 
and were not unlike conclusions of the 
1909 White House Conference in so far 
as they dealt with the same subject mat- 
ter. In fact, item No. 6 reads as fol- 
lows: “This Conference reaffirms in all 
essentials the resolutions of the White 
House Conference of 1909 on the Care 
of Dependent Children.” 

An interesting feature of the Pro- 
ceedings of the Conference of May 1919 
was a paper by Dr. Hastings H. Hart, 
who had been chairman of the Commit- 
tee on Resolutions at the 1909 Confer- 
ence, on “The Conclusions of The White 
House Conference—Ten Years After.” 
Dr. Hart concluded: 


I believe that it is fair to say chat, after 
ten years, the conclusions of the White 
House Conference [of 1909] stand as a 
permanent and authoritative declaration 
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of the principles which should direct the 
treatment and care of dependent and neg- 
lected children, anc that they have the 
indorsement and approval of the great 
body of intelligent students of children’s 
work, 


CONFERENCE ON CHILD HEALTH AND 
PROTECTION, 1929 


Tn July 1929 President Hoover issued 
a call for a White House Conference on 
Child Health and Protection, “to study 
the present status of the health and 
well-being of the children of the United 
States and its possessions; to report 
what is being done; to recommend what 
ought to be done and how to do it.” 

This third conference covered the 
subjects of the two former conferences, 
and included also, it announced, “all 
children in their total aspects, including 
those social and environmental factors 
which are influencing modern child- 
hood.” If this proposed coverage was 
somewhat overambitious, the 1929 Con- 
ference certainly went far afield as com- 
pared with the 1999 and 1919 Confer- 
ences. The organization was divided 
into four sections, namely: Medical 
Service, Public Health and Administra- 
tion, Education and Training, and The 
Handicapped. Under each of these sec- 
tions there was created a series of from 
three to seven major committees—a to- 
tal of seventeen. Each committee sub- 
divided its work into numerous special 
subjects. In all, according to the Fore- 
word of the Report, “sixteen months 
were devoted to study, research and 
fact-finding on the part of 1,200 ex- 
perts, constituting nearly 150 different 
subcommittees.” 

Happily, the Conference had at its 
disposal substantial resources amount- 
ing in total to some half-million dollars. 
Each section and each committee, and 
many of the subcommittees, had its own 
staff, outlined its cwn fields of research, 
and prepared its own report. The 1929 


Conference as a whole assembled in 
Washington November 19-22, 1930, 
with some three thousand in attendance. 
A substantial volume of 643 pages was 
placed before them in the form of sum- 
mary outlines of reports to be submit- 
ted later by the seventeen major com- 
mittees. This volume was confidential 
and provided the Conference members 
with tentative conclusions from the ma- 
jor committees. 

A general volume was published in 
1931, including some of the addresses 
made at the Conference, advance ab- 
stracts of the reports of the seventeen 
committees, lists of committee members, 
and a Children’s Charter. The Chil- 
dren’s Charter contained nineteen sug- 
gestions as to what every child should 
receive for his education, health, wel- 
fare, and protection. These were some- 
what general and were framed and 
adopted before the full reports of com- 
mittees had been prepared. The Chil- 
dren’s Charter, however, received much 
publicity, was widely distributed in 
printed form, and served an extremely 
useful function. 

The final reports of the 1929 Confer- 
ence appeared over a period of several 
years and consist of a series of thirty- 
two volumes with 10,511 printed pages, 
filling a four-foot shelf. It was an era 
of detailed fact-finding and report-mak- 
ing, including the reports of the Presi- 
dent’s Committees on Recent Economic 
Changes and on Social Trends. The 
material collected for the Conference, 
the original researches made by its com- 
mittees, and the suggestions and conclu- 
sions derived therefrom were a contribu- 
tion of unique value to all students of 
the well-being of children. Several of 
them were the latest word in their fields. 
The organization of the American Pedi- 
atric Society is said to have resulted 
from this Conference. 

Certain of the tentative suggestions, 
already formulated when the Confer- 
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ence met in 1930, were embodied in the 
Children’s Charter. It was not possible, 
however, since the final reports ap- 
peared over a series of years, to con- 
dense and co-ordinate the findings or 
recommendations into a composite 
whole, or to convert such material into 
a program of action for children. Per- 
haps this could hardly have been done 
in any case, as the final meeting of the 
Conference was held within the first 
year of the Great Depression—a de- 
pression which steadily deepened and 
became more bewildering during the 
years in the course of which the final 
volumes appeared. 


CONFERENCE ON CHILDREN IN A 
Democracy, 1939 


In late 1938 the Chief of the Chil- 
dren’s Bureau called together a small 
group of persons interested in child wel- 
fare, most of whom had taken part in 
one or more of the earlier White House 
Conferences, to consider whether a 
White House Conference on Children 
should be called in 1939. After much 
discussion it was the consensus of opin- 
ion that such a conference should be 
called. Many suggestions were consid- 
ered as to what should be the special 
subject of the 1939 Conference, the re- 
sult of which was that it should be a 
Conference on Children in a Democ- 
racy. This choice needed little explana- 
tion in early 1939 and has needed none 
at all since then. 

After the necessary stages of a Plan- 
ning Committee, a Committee on Or- 
ganization, and a Committee on Report, 
a preliminary session of a nationwide 
membership of five hundred members 
was held in Washington, April 26, 1939. 

It was apparent that there was nei- 
ther time nor resources for a program 
of original research, such as that of 
1929-30. A modest sum was made 
available to the Conference and a small 
research staff was appointed to collect 


and co-ordinate existing information 
and to prepare a series of reports on 
various pertinent subjects for the Com- 
mittee on Report. 

As the Report Committee began to 
deal with information coming to it from 
the research staff and from numerous 
other sources, it gradually became clear 
that a Conference on Children in a De- 
mocracy held under the conditions of 
1940 must differ considerably irom any 
of the three preceding conferences, and 
that it should make a comprehensive 
statement of facts as to what had hap- 
pened to children in America during the 
1930’s, and should develop a program 
of activities adequate and suited to deal 
with these needs during the 1940’s. 

The Report Committee of twenty- 
seven members, representing a wide va- 
riety of professions, activities, and in- 
terests, considered all the material col- 
lected for it by the research staff aided 
by a series of expert groups. The sub- 
ject matter was widely inclusive of the 
major factors affecting the children of 
America, including the characteristics 
of American family life, incomes of fam- 
ilies, their dwellings, and their assist- 
ance in times of need; education, pri- 
marily the school system; child labor 
and youth; the health of children; chil- 
dren with special needs; and adminis- 
trative factors and finance affecting 
public action. 

The deliberations of the Committee 
resulted eventually in a volume of 
eighty-five pages, including ninety-eight 
recommendations. Space does not per- 
mit even an enumeration of the subject 
matter of these ninety-eight recom- 
mendations. Copies of the Report are 
available on application to the Chil- 
dren’s Bureau, Washington, D. C. 


Recommendations described 


As to its recommendations as a whole, 
the Report Committee believes that: 
They form a program to be initiated, 
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not in one year, but during the coming 
ten years. 

They deal with all phases of child life 
in all parts of America. 

They are based wholly and soundly 
on actual experience. 

They are framed with due regard to 
the resources of the country. 

They are in due proportion to one 
another. 

They do not call for revolutionary 
changes in any present activities for chil- 
dren, but would supplement, strengthen, 
and revise these activities so as to real- 
ize their purposes more completely. 

They recognize the increasing role in 
child welfare of government—local, 
state, and Federal—but urge the reten- 
tion and development of voluntary 
agencies in those fields in which they 
can be effective. 

Within the range of governmental ac- 
tivities, they do not substantially in- 
crease the scope of activities already 
assigned to the Federal Government. 

The entire program is wholly con- 
sistent with our present form of govern- 
ment and our present capitalistic econ- 
omy. 

They are strictly nonpolitical and 
nonpartisan. 

They range from detailed suggestions 


on some subjects to general suggestions 
as to others, because of the nature of 
the subject matter. 

They differ widely in scope and in — 
importance, but taken together they of- 
fer a practicable and, humanly speak- 
ing, adequate program of activities for 
the well-being of the children of Amer- 
ica during the coming decade. 


Conference commended 


That the 1939-40 Conference will 
also prove to be a milestone of progress 
is the opinion of at least one very emi- 
nent American who had no part in the 
Conference. When he was asked re- 
cently by an editor what he thought was 
the finest thing that had happened in 
the world recently, he replied: 


The intelligence, courage and sympathy 
with which the recent White House Con- 
ference faced the problems of children in 
a democracy. In spite of the conditions 
which it revealed, the Conference should 
inspire us with gratitude and cheerfulness. 
If its recommendations are adequately sup- 
ported we shall make this country a more 
promising and hopeful place for all our 
children. 


The writer of those words was Owen 
D. Young. 


Homer Folks, LL.D., is secretary of the New York 
State Charities Aid Association, New York City, and 
a member of the Public Health Council of New York 
State. He was vice-president and member of the 
Committee on Arrangements of the White House Con- 
ference on the Care of Dependent Children in 1909; 
chairman of the Committee on Dependency and Neg- 
lect of the White House Conference of 1929; and 
chairman of the Report Committee and member of the 
Planning and Organization Committees of the White 
House Conference of 1939-40, 


Population Changes and Child Welfare 


By WARREN S. THOMPSON 


INCE no significant results of the 
1940 Census are available at this 
time (June), there is nothing to add to 
our knowledge of population develop- 
ments in the United States during the 
past decade from this source. The pro- 
visional and scattered reports which 
have appeared to date suggest the possi- 
bility that the distribution of the in- 
crease in popula-ion between 1930 and 
1940 may contirue some of the trends 
noted in 1930 but in other respects may 
be quite different from those which have 
prevailed hitherto. It seems probable 
that a number of the smaller cities in 
the South, the Southwest, and the West 
may show rather large gains in 1940 but 
not so large as they did in 1930, while 
most of those in other parts of the coun- 
try will gain at a slower rate except in 
cases where some new industry (or in- 
dustries) of importance has come into 
smaller cities during the decade. The 
larger cities as a whole seem likely to 
show a slower growth than the popula- 
tion as a whole during the decade, but 
their environs may show even a larger 
increase relatively than during 1920~30. 
Regarding the rural growth, there are 
even fewer data to indicate what 
changes are taking place. Careful ob- 
servers are expecting that there will be 
a-larger increase in the high birth rate 
areas of the Southeast and Southwest 
than elsewhere, that there will be a still 
more marked increase (than between 
1920 and 1930) in the rural nonfarm 
population, and that the rural popula- 
tion as a whole will show the effects of 
farm youth staying at home because 
they cannot get jobs in the city. 


RELATIVE ADVANTAGES 


It is not clear how this changing dis- 
tribution will affect child welfare. Since 
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the high birth rate areas are also the 
poorest areas, it will probably mean 
that a larger part of our children will 
grow up in the most disacvantaged 
classes of the population. On the other 
hand, during this decade grea: changes 
have taken place in the school facilities 
being provided in many of the poorer 
areas, and much progress has been made 
in certain phases of health work. It is 
possible that the children in these dis- 
advantaged areas now have better op- 
portunities in many respects than those 
in the poorer classes in more prosperous 
areas ten years ago. As regards the 
relative advantages of having more of 
our children grow up in the environs of 
the larger cities rather than in the cities 
themselves, in the smaller cities rather 
than in the larger cities, and in rural 
areas rather than in urban areas, noth- 
ing definite can be said. Personal pref- 
erences rather than knowledge probably 
determine people’s beliefs on these 
points at the present time. Certainly, 
these matters cannot be discussed with 
profit until we know more about the 
trends in the distribution of the popula- 
tion and until we know more regarding 
the relative advantages and disadvan- 
tages of different types of environment 
in child development. Hence, this brief 
statement of population changes of sig- 
nificance in child welfare must be con- 
fined to what has become rather gen- 
erally known in recent years to those 
interested in population movements. 

It would not be expected that the 
Census would show anv change in total 
population or in age composition sig- 
nificantly different from that shown in 
Table 1 (see also Chart 1), since there 
has been comparatively little immigra- 
tion or emigration during this decade, 
and since there has been no change in 
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TABLE 1—Acs COMPOSITION OF THE POPULATION OF THE UNntirep Stares, 1930, 
AND ESTIMATED For 1940 anp 19502 


























(THousaNnps) 
1930 1940 1950 
Number | Per Cent Number Per Cent Number Per Cent 

Total 122,775 100.0 131,993 100.0 140,561 100 0 

0- 4 11,453 9.3 10,395 7.9 10,530 7.5 

5- 9 12,617 10.3 10,764 8.2 11,071 7.9 
10-14 12,014 9.8 11,863 9.0 10,839 7.7 
15-19 11,561 9.4 12,425 9.4 10,629 7.6 
20-24 10,879 8.9 11,760 8.9 11,650 8.3 
25-29 9,841 80 11,218 8.5 12,125 86 
30-34 9,127 7.4 10,466 7.9 11,422 8.1 
35-39 9,216 7.5 9,360 7.1 10,825 7.7 
40-44 7,996 6.5 8,592 6.5 10,008 7A 
45-49 7,048 5.7 8,525 6.5 8,806 6.3 
50-54 5,980 49 7,206 55 7,889 5.6 
55-59 4,649 3.8 6,111 4.6 7,546 5.4 
60—64 3,754 3.1 4,888 3.7 6,017 4.3 
65—69 2,773 2.3 3,483 2.6 4,662 3.3 
70-74 1,952 1.6 2,445 1.9 3,272 2.3 
75-79 1,107 0.9 1,450 1.1 1,890 1.3 
80-84 535 0.4 723 0.5 951 0.7 
85-89 206 0.2 246 0.2 332 02 
90-94 , 52 0.0 62 0.0 84 0.1 
95+ 15 0.0 11 0.0 13 0.0 


the birth rate or the death rate which 
would materially affect the accuracy of 
these estimates made in 1935. 

It now appears that our population 
will not grow much, if any, beyond 152 
or 153 millions before it begins to de- 
cline. This population will probably be 
reached sometime during the decade 
1970—80. Assuming that this is the 
case, the pressure of population on re- 
sources during tke next three or four 
decades should cause no serious limita- 
tion to greatly increased social welfare. 
The economic and social institutions we 
evolve to make use of our technical 
achievements and our great natural re- 
sources will determine our general level 
of living, rather than any limitation im- 
posed by the ratio of numbers to re- 


1 These are the medium estimates (no im- 
migration) of the Scripps Foundation, taken 
from Population Statistics, 1. National Data, 
October 1937, National Resources Committee. 


sources. Nor, on the other hand, is 
there any reason to think that our popu- 
lation will be too small to defend itself 
in this troubled world. We can, there- 
fore, lay aside any worries arising out 
of a too rapid or a too slow growth of 
population, and turn our attention to 
the changes in its composition as those 
which are most likely to affect its social 
welfare during the next generation or 
two. 


CHANGING AGE COMPOSITION 

The change in the age composition of 
our population is probably the most 
significant change now taking place as 
regards its effects on child welfare. 
This change arises primarily from the 
decline in the birth rate, accompanying 
the spread of the small-family system. 
The first obvious effect of a decline in 
the birth rate on age composition is to 
reduce the proportion of young children 
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Crant 1. Population by age, United States, 
1930 and estimated 1940 and 1950 


Population 
(millions) 





(0-4) in the population, but soon this 
decline in the birth rate also makes it- 
self manifest in an accelerated increase 
in the proportion of older people. This 
general shift in tke proportions of the 
old and the young will continue as long 
as the birth rate continues to decline. 
But it would not cease for three or four 
decades even if tae birth rate should 
level off and decline no more, although 
a stationary birth rate would slow up 
the rate of the shift. 

In the course of several decades the 
average age of a population with a de- 
clining or stationary birth rate will rise 
considerably, and the ratio of persons 
in the most productive ages (20-44) to 
those too young to work (under 20) and 
to those too old to work (65 and over) 
will change materially. 

The significance of these age changes 
for child welfare probably lies chiefly in 
the changes in the ratio of dependent 


children to persons on whom they are 
dependent, assuming a relatively fixed 
social and economic system. But since 
the ratio of elderly dependents to those 
in the productive ages increases at the 
same time that the ratio of children to 
them declines, the net effect of the de- 
cline in the ratio of children on the pos- 
sible improvement in their economic 
condition may not be so great as might 
be expected. 

Thus, the ratio of children under 10 
to persons 20-49 fell from 1:2.25 in 
1930 to 1:2.83 in 1940, and will prob- 
ably fall to 1:3.00 in 1950. This would 
seem to indicate that a larger share of 
the income of the productive workers on 
whom these children are dependent 
would be available to children as time 
passes. But simultaneously the ratio 
of persons 65 and over to persons 20-64 
will increase from 1:10.32 in 1930 to 
1:9.28 in 1940 and 1:7.70 in 1950. 
Calculating the effects of these age 
changes on the basis of the ratio of pro- 
ducing units in the population to con- 
suming units, the ratio of the former to 
the latter will rise from 1:1.67 in 1930 
to 1:1.61 in 1950? Hence, it appears 
that in striking a balance between pro- 
ducing and consuming units in our pop- 
ulation we have a slightly more favor- 
able ratio now than in 1930, and that 
it will remain so for some time. This 
should be a factor of some importance 
making for greater child welfare, but 
in a rapidly changing society it is not 
certain what groups, if any, will secure 
the advantage of this more favorable 
ratio. 


2¥For weights used in calculating producing 
and consuming units, see Warren S. Thomp- 
son and P. K. Whelpton, Population Trends 
in the United States (New York: McGraw 
Hill Book Co., Inc., 1933), Table 45, p. 169. 
The estimate of future population used here 
is slightly different from that used in Popu- 
lation Trends, hence the increase in the ratio 
of producing to consuming units from 1:1 62 
to 1:1.61 for 1950. 
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More Important FACTORS 


In spite of the fact that in the Na- 
tion as a whole, changes in the age com- 
position of the population will favor a 
somewhat higher level of living, these 
population changes will probably be a 
factor of minor importance in determin- 
ing child welfare in the near future. 
There are many other factors having 
greater and more direct potency in their 
influence on child welfare than the 
changes in the proportions of children 
and old people in our population to 
those in the more productive ages. It 
is not the province of the writer to dis- 
cuss these more dynamic factors, but it 
may not be out of place to mention the 
increasing efficiency of technological 
processes, the more scientific organiza- 
tion of the economic system as a whole, 
the more just distribution of goods pro- 
duced, the scientific improvements re- 
lating to the physical and mental care 
of children, and the changing world sit- 
uation which is certain to force many 
structural and substantive alterations 
in our present social organization. 

Changes in the proportions of depend- 
ents and workers are slow and very im- 
portant changes. They should not be 
overlooked in planning for child wel- 
fare in the future. But whereas the 
change in the ratio of children under 10 
to persons 20-49 will be only 4% be- 
tween 1930 and 1950, the change in the 
productivity of an hour of labor may 
change at an even greater rate, and the 
elimination of some of the worst stop- 
pages and frictions in the economic sys- 
tem may very wel increase the per cap- 
ita productivity of American society 
even more than the improvement in 
technological processes. Hence, the 
goods and services available for child 
welfare may increase at a much more 
rapid rate than the ratio of productive 
workers 20-49 to children under 10 or 
to all dependents, both old and young. 


. 


Again, the uses assigned to the goods 
and services which a community pro- , 
duces are determined by the ideals (at- 
titudes and values) of the community, 
and these, as we have reason to know 
from recent experience, are subject to 
rapid change. Hence, how large a por- 
tion of any possible increase in the na- 
tional income we may be able or may 
choose to devote to child welfare will 
probably have more to do with what 
we accomplish in this field than will the 
changes in the age composition of the 
population. At the moment, we are all 
asking ourselves whether we can devote 
any considerable portion of tbe prob- 
able increase in our productive power 
to goods and services which will con- 
tribute to child welfare (and to general 
social welfare), or whether we shall 
have to devote this increase, as well as 
a large part of our present production, 
to the protection of our way of life, 
since this way of life is being challenged 
by the growth of military socialism in 
other parts of the world. But even 
aside from the possibility of having to 
adjust our life to an entirely new order 
of values, we may decide to use our pro- 
ductive power in a variety of ways 
which will have more immediate and 
direct effects on child welfare than will 
the changes in age composition. 

Since many population studies have 
shown beyond question that the next 
generation comes from the poorer part 
of the population out of all proportion 
to its present numbers, it may be 
pointed out that the most certain way 
to insure an improvement in child care 
and education for the children most 
needing it is to see that their parents 
get a better income. They in turn will 
certainly see to it that a large part of 
whatever increase in income they get is 
passed on to their children. This will 
also be the best way to maintain and 
strengthen individual and family re- 
sponsibility in a free community. 
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As AFFECTING SCHOOLS 


If thus far I have focused attention 
on the welfare of children under 10 
years to the almost complete exclusion 
of those 10-16, it is only because the 
decline in the birth rate more quickly 
manifests itself in changes in the pro- 
portion this younger group forms of the 
total ‘population, But by 1940 (the 
birth rate fell off very rapidly after 
1925) the 10-14 age class will be about 
140,000 smaller than the same age class 
in 1930, and by 1950 it will be about 
1,200,C00 smaller (see Table 2 and 
Chart 2). By 1940, therefore, our 
entire elementary school population 
(6-14) will be about 1,500,000 smaller 
than in 1930, and by 1950 it will be 
almost 2,700,000 smaller. 

It would seem at first glance that this 
situation would make it possible to pro- 
vide better schocls for most children 
than they have attended in the past— 


schools not only having better buildings 


TABLE 2—Scuoot POPULATION BY SINGLE 
YEARS OF ÅGE FOR 1930, AND ESTIMATES 
FOR 1940 anp 1950 
(THOUSANDS) 

















CHART 2. School population by single years 
of age, United States, 1930 and estimated 
1940 and 1950 
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and equipment, but also with curricula 
better adapted to the needs of this 
changing world. Whether or not this 
will be the case, no one can tell. There 
is little doubt, however, that the de- 
crease in the numbers of school children 
will be less important in determining 
the character and quality of our schools 
than the general considerations to which 
attention has already been called. 

Data on changes in the number and 
the makeup of the population are useful 
in a variety of ways in planning the fu- 
ture development of social agencies cal- 
culated to increase human welfare, but 
it would be a mistake to overestimate 
the direct effects of these changes in a 
world where man is more and more ex- 
ercising a conscious control over the de- 
velopment of his social institutions. 
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The goals a community sets for itself, 
the values it decides to follow, the gen- 
eral scheme of evolution it may under- 
take to achieve, are likely, under pres- 
ent-day conditions, to exercise far more 
extensive influence on social welfare in 
general, and child welfare in particular, 
than are changes in population growth 
and composition. Indeed, it is not im- 
probable that in the future the values 


set up by the community will control 
the growth of population, and thus its 
makeup, rather than be greatly affected 
by population growth. This is to say 
that in the Western world the effects of 
population growth are rapidly losing 
their inevitable character. This needs 
to be borne in mind in considering the 
problems of child welfare which we shall 
have to deal with in the future. 
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Birth Rate Trends and Child Welfare 


By P. K. WHELPTON 


URING the las: decade there has 
been a significant reversal in the 
trend of the birth rate. In the twenty 
years from 1914 to 1933 the number of 
births per 1,000 white persons declined 
over one-third, from approximately 28.0 
to 17.2, with only four of these twenty 
years showing a slight and temporary 
break in this downward trend The 
bottom of the trough was reached in 
1933, however, for the rate rose to 17.8 
in 1934 and to 18.8 in 1938. 


Bers Rates BY RACIAL GROUPS 


A clearer idea of fertility trends can 
be had by relating the number of births 
to the number of women in the child- 
bearing ages (15 to 49) instead of to 
the total number of persons in the popu- 
lation, and by considering separately 
native white women, foreign-born white 
women, and Negro women. 

Births per 1,000 native white women 
15—49 amounted to 96.1 in 1918-21, 
but by 1930 to 75.7 and by 1933 to 
only 65.7. This was a drop of nearly 


1 These rates are estimates of the Scripps 
Foundation for the entire United States, since 
the Birth Registration Area, which was or- 
ganized in 1915, did not include all states until 
1933. The estimates are based on the relation 
between births and children under one in 
census years. Throughout this paper allow- 
ance has been made for the incomplete record- 
ing of births in the Birth Registration Area. 
For a discussion of methods, see P. K. Whelp- 
ton, “The Completeness of Birth Registration 
in the United States,” Journal of the Ameri- 
can Statistical Assosiation, Vol. 29, No. 186 
(June 1934), p. 125; and National Resources 
Committee, Population Statistics, 2. State 
Data (Washington: Government Printing Of- 
fice, 1937), pp. 1-2. 

2 The birth rate was greatly affected from 
1918 to 1921 by the war and the subsequent 
demobilization, beirg abnormally low in 1919 
and abnormally high in 1921. An average of 
these four years appears fairly typical for the 
period, hence is used in these comparisons. 
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one-third in fourteen years. The trend 
was reversed after 1933, however, and 
a fairly steady increase occurred from 
1933 to 1939, the rate for the latter 
year being approximately 69.2. 

Among Negro women the birth rate 
fluctuations were more erratic, but the 
long-time decline appears to have been 
checked, if not definitely reversed. The 
lowest rates (78.9 in 1933 and 78.2 in 
1936) were more than one-fourth under 
the rate for 1918-21 (107.1), and some- 
what under that for 1930 (84.7). The 
latest rate available, 81.6 for 1938, rep- 
resents a small recovery from the low 
point. 

Among foreign-born white women 
aged 15-49, the situation appears much 
less favorable at first glance. Their 
rate was cut to less than half from 
1918-21 to 1933 (from 129.1 to 53.1), 
and since then has fallen slowly (to 
49.3 in 1938) instead of rising. These 
changes cannot be interpreted properly, 
however, without taking into account 
the marked changes which have oc- 
curred in the age composition of these 
women. In other words, to understand 
adequately the trends in their fertility, 
it is necessary to examine birth rates 
for narrower age periods than 15—49— 
for example, 20-24 or 25-29. Such 
rates are also desirable for native white 
and Negro women. 


Rates BY AGE PERIODS 


An inspection of the birth rates of 
native white women by five-year age pe- 
riods shows that the rise in their fertil- 
ity since 1933 comes almost entirely 
from a rise in the rates of the younger 
women (see Chart 1). During most of 
the 1920 decade and the first part of 
the 1930 decade there were declines in 
each age group. The rapidity of the 
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fall varied between groups, however, be- 
ing slow among those 15-19 and fast 
among those 20 or older. For example, 
the 1933 rate of 40.9 births per 1,000 
native white women 15-19 was 20 per 
cent below their rate of 51.7 in 1918- 
21; but for women aged 20-24 the de- 
cline was 30 per cent (from 159.6 to 
114.9), and for older women, somewhat 
greater. The birth rates of the younger 
women were the first to reach bottom 
and begin to recover, 1933 being the low 
year for those 15-19 and 20-24 (40.9 
and 114.9 respectively), and the 1938 
rates (47.7 and 133.7) being back at 
the 1930 mark. Among women aged 
25-29, the low point (110.4) was 
reached in 1933, also, but the 1938 rate 
(119.6) was well under that for 1930 
(125.6). The rate for those aged 30-34 
dropped from 121.0 in 1918-21 to 92.3 
in 1930 and to 77.6 in 1936, with a 


Cuart 1. Trend of birth rates to native 
white women, by age 
15-19 years 30-34 years 
48 48 92 
80 
59 
133 ioa 35-39 
K 20-24 23 
46 
40~44 
126 
120 
25-29 
16 
1930 1935 '38 1980 1935 '38 


Charts 1, 2, and 3 are plotted on the same 
seml-logarithmic scale, hence the slope of any 
one line can be compared to that of any of 
the other lines. The numbers at the end of 
each line are for the first and last years shown. 
All rates are based on 1.000 women. The data 
used in plotting these charts may be obtained 
by writing the author. 


slight recovery to 80.0 by 1938. At 
ages 35 to 49, however, the declines 
continued through 1938, though the 
pace was slowing up. 


Rates BY ORDER OF BIRTH 


The dissimilar trends of rates for 
women of different ages have their 
counterpart in the trends of rates by 
order of birth of child, that is, rates for 
first children, second children, and so 
forth. This is to be expected, since over 
three-fourzths of the women who bear 
children have their first child while un- 
der 30, and fewer than one-fourth of 
those whc bear six or more children 
have their sixth child while under that 
age. The number of first births per 
1,000 native white women aged 15-49 
was high for two years after demobi- 
lization, dropped from 30.3 in 1921 to 
26.6 in 1922, decreased slowly from 
1922 to 1330, and then dropped from 
25.2 in 1930 to 21.7 in 1933. That was 
the low year, with a rate nearly one- 
third less than that of 1921. A rapid 
increase then began, which carried the 
rate to 27.7 in 1938, nearly as high as 
in 1920 (see Chart 2). 

The rate for second births decreased 
fairly steadily from 1923 to 1930, and 
then dropped more rapidly from 17.3 in 
1930 to 15.3 in 1933. Again 1933 was 
the low year, but the decline from high 
to low was less than for any other birth 
order. The increase in the second-birth 
rate after 1933 was much less rapid 
than that for first births, the 1936 rate 
being only 15.8, and the 1938 rate 
(17.3) being no higher than that of 
1930. 

The decrease in the rate for third 
births begaa in 1924, a year later than 
that for second births, and lasted longer. 
The lowest rate (9.0 in 1936-37) was 
one-third less than that of 1924, and the 
1938 rate was only slightly above the 
low. 

At higher birth orders (fourth and 
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over) the downward trend has scarcely 
besn interrupted since 1921, and except 
for fourth and fifth births it was not 
checked in 1938, the rates for that year 


Cxuart 2. Trend of birth rates by number of 
child to native white women 15-49 
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See Note to Chart 1. 

The rates plotted in this chart are for the 
following areas: 1920-25 the 23 birth registra- 
tion states of 192C (except Massachusetts and 
South Carolina); 1925-30 the 32 birth regis- 
tration states of 1925 (except Massachusetts, 
Rhode Island, and Delaware); 1930-38 the 
TWnited States, except Massachusetts and New 
Hampshire (1930-38), Colorado (1930-33), 
Texas, Maine, and Rhode Island (1930-32), 
and South Dakota (1930-31). The states ex- 
cluded did not tabulate births by order of 
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being substantially lower than those for 
any preceding year. Moreover, the 
speed of the decline rises progressively 
from a minimum for second births to a 
maximum for sixth and seventh births, 
rates for the latter beirg scarcely half 
as large in 1938 as in 1921 when allow- 
ance is made for changes in area. 
Above seventh births the rapidity of the 
decline slackens, but only slightly. 


Rates BY AGE oF MOTHER 


Subdividing birth rates by age of 
mother according to order of birth of 
child clarifies the picture still further.’ 
The rate for first births at each age of 
mother declined from 1930 to 1933 and 
then rose to 1938, but the speed of the 
decline and recovery varied consider- 
ably. At age 15-19 the loss from 1930 
to 1933 was merely regained from 1933 
to 1938; at age 20-24 the 1938 rate 
was 12 per cent above that for 1930; 
while at ages 25-29 and 30-34 the rise 
from 1933 to 1938 was the most rapid 
on record, the 1938 rates being more 
than 26 per cent above those for 1930 
(see Chart 3). The rate for second 
births at each age also declined after 
1930, but the low point was not reached 
until 1935 for women 15 to 24, as 
against 1933 for those 25 to 34. This 
difference is reflected in the size of the 
recovery, the 1938 rates being under 
those for 1930 at ages 15 to 24, but 
higher than in 1930 at ages 25 to 34. 
Rates for third births followed similar 
trends at each age, the low points being 
reached in 1936 or 1937, and the 1938 
birth. The change in area is the reason the 
lines are discontinuous in 1925 and 1930, The 
13 southern and western states added to the 
area in 1930 had much larger rates (especially 
for the higher orders of birth) than the 8 
states added in 1925, which causes the gap in 
the lines to be larger in 1930 than in 1925. 

3 Obviously, rates for certain orders at cer- 
tain ages are too small ta have much signifi- 
cance; for example, rates for third or higher 
orders to women 15-19, and rates for first or 
second births to women 40-44, 
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rates being from 14 per cent to 17 per 
cent under those for 1930. ‘Trends at 
each higher order were also similar at 
each age. 

Among foreign-born white women the 
situation was generally similar. That 
is, the downward trend in fertility was 
reversed, or at least was checked, among 


Cuart 3. Trend of (a) birth rates by num- 
ber of child by ege of mother, (b) mar- 
riage rate. and (c) income 
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See Note to Chart 1 
per 1,000 women 15-44. 


The marriage rate is 


the younger women and for the lower 
birth orders, but continued among 
women in the upper childbearing ages 
and for the higher birth orders. The 
largest gain occurred in the rate for first 
births to women 25-29, from 43.3 in 
1930 to 55.3 in 1938. Ranking second 
is the rise in the rate for first births to 
women 30-34, from 13.7 to 17.8. As 
in the case of native white women, rates 
for higher birth orders were lower in 
1938 than in 1930. Thus, the rate for 
fourth births to foreign-born women 
25-29 was 13.0 in 1938 as against 17.6 
in 1930, and to women 30-34, 10.4 as 
against 17.1. Foreign-born women 
15-19 differed from the native women, 
however, their rates being decidedly 
lower in 1938 than in 1930—first births 
41.1 compared with 46.2, and second 
births 8.1 compared with 10.2. 

The reversal in the downward trend 
of birth rates of younger Negro women 
during the decade was more striking 
than that for native whites. The num- 
ber of first births per 1,000 Negro 
women 15-19 was 85.5 in 1938 as 
against 74.7 in 1930, and of second 
births, 25.8 as against 21.6. Among 
Negro women 20-24 the first-birth rate 
was slightly higher in 1938 than in 1930 
(42.2 instead of 40.5), and the rates for 
second and third births substantially 
higher (44.2 instead of 39.3, and 34.3 
instead of 29.9). In contrast, rates for 
women 30-34 showed comparatively lit- 
tle change during the decade, while 
those for women 35-49 declined con- 
siderably in most cases. For example, 
rates for eighth and higher-order births 
to women 3C-34 dropped from 22.1 in 
1930 to 16.2 in 1938, and those for 
women 40—44 from 14.7 to 12.2. 


CAUSES OF BIRTH RATE TRENDS 


Although populationists are not unan- 
imous regarding the comparative im- 
portance of voluntary human action and 
uncontrollable factors in bringing about 
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the century-long decline in birth rates 
in this country, the great preponderance 
of opinion places the former far in the 
lead. During the past decade fhis posi- 
tion has been strengthened by results 
from various research projects which 
throw light on the proportion of women 
practicing contraception in different 
groups of the population, on the effec- 
tiveness of the methods used, and on 
the conception rate when contraceptive 
practices are suspended for planned 
pregnancies.‘ 

When a short period like the last dec- 
ade or two is considered, there are addi- 
tional reasons for believing that volun- 
tary control has been the chief factor 
bringing about the birth rate fluctua- 
tions which have occurred. It is pos- 
sible that changes in the weather played 
a part, but it is hard to conceive of their 
causing rates for first and second births 
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of Birth Control?” Fortune, Vol 14, No. 1 
(July 1936), p. 158. 
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to rise sharply and at the same time 
causing rates for fourth and fifth births 
to fall sharply, as they did from 1933 to 
1938. The same difficulty arises in ac- 
cepting as causes such things as changes 
in dietary habits, in pathological condi- 
tions, in the viability of the germ plasm, 
and in other factors which affect the bi- 
clogical ability of a couple to produce 
children. Accordingly, they will not be 
discussed further. 


Relation of martiage and birth rates 


For various reasons which cannot be 
analyzed here, the marriage rate {meas- 
ured by the number of marriages per 
1,000 women aged 15 to 44) declined 
slowly but fairly steadily during the 
1920’s, and was 42.8 in 1929. It then 
dropped sharply to 32.9 in 1932, prob- 
ably due in large measure to the post- 
ponement of marriage by young adults 
because of the depression. Although 
business conditions were slightly worse 
in 1933 than in 1932,° the marriage rate 
turned upward, and then continued to 
climb as the improvement in business 
after 1933 encouraged the solemnization 
of the postponed marriages in addition 
to those which ordinarily would have 
occurred (see Chart 3). By 1937 the 
rate was 45.7, the highest since 1923. 

Since there is a strong tendency for 
couples to have their first child within 


5 For the source of these marriage rates and 
an analysis of the causes of changes in mar- 
riage rates, see Samuel A. Stouffer and Lyle 
M. Spencer, “Recent Increases in Marriage 
and Divorce,” American Journal of Sociology, 
Vol. 44, No 4 (Jan. 1939), pp. 551-54; “Mar- 
riage and Divorce in Recent Years,” The An- 
nals of The American Academy of Polstical 
and Social Science, Vol. 188 (Nov. 1936), pp. 
56-69; see also Clyde V. Kiser, “Recent Anal- 
ysis of Marriage Rates,” Milbank Memorial 
Fund Quarterly, Vol. 15, No. 3 (July 1937), 
Pp 262-74. 

6 National income per capita is used here as 
a measure of business conditions. See R. F. 
Martin, National Income in the United States 
1799-1938 (National Industrial Conference 
Board, 1939), pp. 6 and 7, 
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one or two years after marriage, the rate 
for these births would be expected to 
decline until 1933 or 1934.7 Actually, 
1933 was the low year. Similarly, in 
view of the usual interval between first 
and second children, the rate for second 
births would be expected to reach its 
lowest level from 1934 to 1936. Ac- 
tually, 1933 to 1935 were the lowest 
years. The trend in the marriage rate 
should have meant a continuation of the 
decline in the rate for third births until 
1936-38. Here again the expected hap- 
pened, 1936 and 1937 being the lowest 
years. The rate for fourth births, too, 
has followed so far the course indicated 
by the marriage rate. It remains to be 
seen, however, whether the rate for 
1939 or 1940 will show a rise from the 
low marks of 1937 and 1938, due to the 
rise in the marriage rate six or seven 
years earlier.’ , The relationship be- 
tween the marriage rate and the birth 
rates for fifth, sixth, and higher orders 
of children tends to become obscured by 
other conditions. Nevertheless, some of 
the decline during the 1930’s in birth 
rates above the fourth child may have 
been due to the decline in the marriage 
rate during the 1920’s. 


Economic factors 


With a large part of the population 
having some knowledge of contracep- 
tive methods, it is reasonable to sup- 
pose that the economic factors influ- 
encing the marriage rate would also 


TFor an analysis of the relation between 
the marriage rate and the first-birth rate, see 
Metropolitan Life Insurance Company, “The 
Marriage Rate in Relation to the Annual Rate 
of First Births,” Statistical Bulletin, Vol. 20, 
No 5 (May 1939), pp. 6-8. 

8 After studying Wisconsin data, McCor- 
mick and Glick conc_ude: “The depression evi- 
dently affected birth-rates to a large extent 
through causing the postponement of mar- 
riages.” See Thomas C McCormick and Paul 
C. Glick, “Fertility Rates in Wisconsin, 1920- 
35,” American Journal of Sociology, Vol. 44, 
No. 3 (Nov 1938), p 404. 


influence the pregnancy rate after mar- 
riage. In fact, it might be argued that 
unfavorable business conditions would 
be more likely to deter married couples 
from planning pregnancies than single 
people from marrying. An engaged 
couple can marry, postpone pregnancy 
by using contraceptives, and live as 
cheaply together as they did separately 
before marriage; whereas a pregnancy 
will force a wife to stop werking for a 
time and will increase family expendi- 
tures in a variety cf ways. On the other 
hand, the changes in the number of 
marriages during the decade were suf- 
ficiently large to account for the changes 
which occurred in the number of first 
births, assuming no change in the aver- 
age interval between marriage and first 
births. 

The conservative conclusion seems to 
be that economic conditions have af- 
fected both the marriage rate and the 
use of contraceptives, and hence have 
been an important cause of the changes 
in rates of births to women in the first 
half of the childbearing period, and in 
rates for the lower orders of birth (par- 
ticularly first and second births) to 
mothers at all ages.? 

The relation between the business sit- 
uation and rates of births to women in 
the latter half of the childbearing period 
is not so clear. A majority of these 
births are fifth or higher order, the rates 
for which would be affected by current 
economic conditions as they influence 
the use of contraceptives, and by eco- 
nomic conditions of several years earlier 
as they influenced the marriage rate of 
that period. Available indices do not 
show the first relationships, however, 
since rates for fifth or higher-order 


§ McCormick and Glick found a correlation 
between births per 1,000 women 15-44 and 
indexes of business corditions over the period 
1920-35 of .70 to .74 for the state as a whole, 
80 to 88 for urban counties, and zero or 
slightly negative for rural counties. Op cit. 
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births, and for all births to women 35 
to 49, did not reverse their downward 
trend with the rise in per capi-a national 
income after 1933. The second rela- 
tionship holds, but the decline in the 
rates during the 1930’s appears much 
too large to be accounted for entirely 
by the decline in the marriage rate prior 
to 1932. 

In the opinion of the writer, the rele- 
vant facts available indicate that the 
primary cause of the decrease in rates 
for higher orders of birth and for total 
births to women 35 to 49 has been a 
desire to raise the standard of living by 
reducing the burden of children on the 
family income as well as on the mother’s 
time. This desire has been seconded by 
the growth of the feeling thet a family 
with four or five children has done more 
than its share in reproducing the race, 
from either a religious or a biological 
standpoint. These and other causes of 
the small-family ideal have operated 
through increasing the practice of con- 
traception in major degree, and of abor- 
tion in minor degree. 


As AFFECTING CHILD WELFARE 


Much has been written regarding the 
improvement in child welfare resulting 
from the long-time downward trend in 
the birth rate, which has raduced the 
average number of children per family 
and also the proportion of children in 
the population. Smaller families have 
helped to increase the share of each per- 
son in the family income, wkich in turn 
has helped to improve family diet, hous- 
ing, medical care, and other matters 
closely related to child healt and well- 
being. 

As far as activities supported wholly 
or in part from public funds are 
concerned—schools, recreation centers, 
health clinics, orphanages, and others— 
the proportion of the budget allocated 
to these activities seems to have been 
an important criterion in guiding fiscal 


policy. Since the decreases in the birth 
rate and in the proportion of children in 
the population have meant that a flat 
percentage of the budget usually is an 
increasing amount per child, they have 
facilitated the improvement and exten- 
sion of public activities related to child 
welfare. During the past decade the 
number of children per family and the 
proportion of children under ten years 
of age in the population have continued 
to decrease, since the birth rate per 
1,000 persons during 1934-39 has 
merely leveled off after a slight rise 
from the low point of 1933, and the 
yates for higher-birth orders have main- 
tained their downward trend. As a re- 
sult, child welfare has not suffered so 
much during the depression as it would 
have done if these trends had been re- 
versed. 

Previous studies have shown that 
there is a high correlation between order 
of birth and infant mortality, the latter 
dropping somewhat from first to second 
births and then increasing rapidly. In 
some areas, the death losses for tenth 
births and higher have been nearly dou- 
ble those for second births.*° It is al- 
most certain, therefore, that the increase 
in the proportion: of first and second 
births and the decrease in the propor- 
tion of those of fifth and higher order 
have been associated with the decline in 
infant mortality which has gone on dur- 
ing the decade. 


Parental care 


Among the native white women living 
to the end of the childbearing period 
and having children, 52 per cent would 
have one or two children according to 
the birth rates of 1933, as against 64 
per cent according to birth rates of 
1938. In contrast, the proportion who 

10 Robert Morse Woodbury, Causal Factors 
in Infant Mortality. A Statistical Study Based 
on Investigations in Eight Cities Children’s 
Bureau Publication No. 142, Washington: 
Government Printing Office, 1925. 
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would have five or more children 
dropped from 22.6 per cent in 1933 to 
14.5 per cent in 1938. 

This may affect child welfare in op- 
posite ways. Obviously, a given family 
income will permit better diet, housing, 
medical care, and so forth, for one child 
than for two, and for three than for 
four. On the other hand, an only child 
is definitely handicapped in certain 
ways because of the lack of daily con- 
tacts with brothers or sisters, which par- 
tially offsets the larger quantity of eco- 
nomic goods and parental attention 
which he receives. Between a one- and 
a two-child family the advantages would 
certainly seem to lie with the latter, and 
between a five- and a ten-child family, 
with the former. The relative rating of 
two-, three-, and four-child families, 
however, is less certain. 

Although the information regarding 
the relation between age of mother and 
infant care is inadequate, the indica- 
tions are plain that children born to 
mothers aged 20 to 34 receive much 
better care than those born to younger 
mothers, and somewhat better care than 
those born to older mothers. As a re- 
sult of the changes in birth rates de- 
scribed above, the proportion of chil- 
dren born to women aged 20-34 in- 
creased from 1933 to 1938, and the 
proportion born to younger and older 
women together decreased. Among na- 
tive whites, for example, the decrease 


for the latter group amounted to nearly 
10 per cent, and should contribute ap- 
preciably to the lowering of infant mor- 
tality. While the effect of age of 
mother on child care after infancy is 
not so important es during infancy, and 
has not been studied so intensively, it 
operates in a similar manner. 
Moreover, companionship between 
mother and children is usually consid- 
erably better in the case of children 
born to mothers between ages 20 and 
30 than in the case of those born to 
mothers between 35 and 45. Since 
there is a high correlation between age 
of mother and age of father, the father- 
children relationship should also be im- 
proved by the recent birth rate changes. 


National welfare 


From the standpoint of national wel- 
fare, by far the most important of the 
recent birth rate changes is the sharp 


‘increase of first and second births. It 


is striking evidence that children are 
still wanted by the average American 
couple. Furthermore, the close relation- 
ship of the first and second birth rates 
and of the marriage rate to indices of 
economic conditions augurs well for the 
ability of the Nation to prevent the de- 
cline in the birth rate from going too 
far, by the adoption of a program for 
transferring from the family to the state 
more of the costs of rearing children, as 
has been done in Sweden. 


P. K. Whelpton has been assistant director of the 
Scripps Foundation for Research in Population Prob- 
lems, Miami University, Oxford, Ohio, since 1924, 
except for two years during which he served as con- 
sultant on population research for the Bureau of the 
Budget, Social Security Board, and the Work Projects 
Administration. He is a director of the Population 
Association of America. His writings include “Needed 
Population Research’ (1938), “Population Trends in 
the United States” (1933—co-author with Warren S. 
Thompson), and numerous technical articles regarding 
population questions, 


Changés in Infant and Child Mortality Rates 


By Earotp F. Dorn 


HE increase in average length of 
life since 1900 equals the increase 
during the previous hundred years. This 
remarkable achievement has follcwed 
irom the application of the principles 
of sanitation, a rise in the gen2ral “evel 
of living, and, in certain instances, dis- 
coveries in prophylactic and <herapeutic 
medicine, all of which have resu_ted in a 
sharp decline in the mortalizy rates of 
infancy, childhood, and early adult life. 
In 1600 the expectation of life at 
birth was 49 years; in 1935 it was 61 
years—an increase of 12 years cr nearly 
25 per cent. One-third of this increase, 
namely 4 years, is the result of the de- 
cline in infant mortality. In cther 
words, even if there had been ro change 
in the mortality rates among persons 
one year of age and over between 1900 
and 1935, the decrease in infant mor- 
tality during that period was sufficient 
to increase the expectation of lifs at 
birth by 4 years. If similar ca-culations 
are made using the mortalicy rates in 
1935 of children less than 6 years of 
age and the 1900 mortality rates for 
persons 6 years and older, the expecta- 
tion of life at birth would be 7 years 
greater than that in 1900, = difference 
equal to nearly 60 per cent of the actual 
increase from 1900 to 1935. 

Before proceeding to a discussion of 
the changes in infant and ckild mertal- 
ity rates since 1930, it is essential to 
point out that the basic statistical data 
contain certain errors which afect the 
trend in mortality rates.* 

With the admission of Texas to the 
death registration area in 1933, birth 

1¥For a more detailed discussion of these 
errors see especially Robert M Woodbury, 
“Infant Mortalty in the United States? The 
Annals of The American Academy of Political 
and Social Science, Vol. 188, Nov. 1936, pp. 
94 ff. 
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and mortality data for the entire United 
States became available for the first 
time. Unfortunately this did not mean 
that all births and deaths were reported. 
Estimates indicate that about 8 per cent 
of the total number of births in the 
United States in 1930 were unregis- 
tered, but there are no reliable estimates 
of the proportion of deaths which are 
unreported. 

The infant mortality rate would not 
be in error if the relative underregistra- 
tion of both births and deaths were the 
same, but there is no indication that 
such is the case. Moreover, it is not 
known whether the completeness of reg- 
istration has changed since 1930. In 
the absence of the information neces- 
sary to make valid corrections, the birth 


TABLE 1—NUMBER or INFANT DEATHS PER 
1,000 Live Birtus sy Cotor, BIRTH 
REGISTRATION AREA OF THE 
UNITED STATES, 1921-38 

















Year Total White | Negre 
1921 76 72 112 
1922 76 73 112 
1923 77 73 120 
1924 71 67 114 
1925 72 68 112 
1926 73 70 112 
1927 65 61 100 
1928 69 64 106 
1929 68 63 101 
1930 65 60 100 
1931 62 57 93 
1932 58 53 84 
1933 58 53 85 
1934 60 55 91 
1935 56, 52 82 
1936 57 53 86 
1937 54 50 82 
1938 51 47 78 
Percentage change 
1921-29 —11 | —12 —10 
1930-38 —22 , —22 | —22 
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and mortality data of the Bureau of the 
Census will be used as published, but 
the possible effects of underregistration 
should not be forgotten. 


TRENDS IN INFANT MORTALITY 


From 1921 ta 1929 the infant mor- 
tality rate in the expanding birth regis- 
tration area declined 11 per cent, or 
slightly more than 1 per cent per year 
on the average. (See Table 1 and Fig- 
ure 1.) During the same number of 
years from 1930 through 1938, the de- 
cline was 22 per cent, or just twice as 
much relatively. As a result, the rate 
in 1938, 51 per 1,000 live births, was 
only two-thirds of the rate reported in 
1921. In this connection it should be 
remembered that 21 states were still 
outside the registration area in 1921, 
but that the entire country was included 
after 1932. Although it is not exact.to 
compare the decline during the two pe- 


NUMBER OF INFANT DEATHS PER 1000 LIVE BIRTHS 


10 
1921 1925 


33 
riods 1921-29 and 1930-38, since the 
area included was not the same, never- 
theless it seems fairly evident that the 
decrease in infant mortality was consid- 
erably greater during the latter period. 

Although the mortality rate among 
colored infants was about 66 per cent 
higher than the rate among white in- 
fants in 1938, the percentage decline in 
the two rates from 1930 to 1938 was the 
same, each decreasing more than one- 
fifth during the nine-year period. In 
spite of this decrease, however, the rate 
for Negro infants in 1938 was higher 
than the rate for white infants in 1921. 

In 1930 the lowest mortality rate 
among white infants, 56 per 1,000 live 
births, was reported from the states in 
the Middle West; and the highest rate, 
63 per 1,000 live births, was found in 
the South. Thus the variation was only 
13 per cent. By 1938, however, the 
lowest rate was found in the Northeast 





1930 
YEAR 


1935 


Fio. 1—Number of infant deaths per 1,000 live births for whites and Negroes in the birth 
registration area of the United States, 1921-38 


34 THe ANNALS OF THE AMERICAN ACADEMY 


TABLE 2—NUMBER or [INFANT DEATHS PER 1,000 Lrve BIRTHS BY COLOR AND GEOGRAPHIC 
ARBA, 1930 ann 1938, wire PERCENTAGE DECLINE 























White Colored è Percentage chaage, 1930-38 
Geographic area « 
1930 1933 1930 1938 White Colored > 

Northeast 60 42 103 67 —30 —35 
Middle West 56 42 106 74 —25 — 30 
West 59 47 138 102 —20 —26 
South 63 55 99 80 -13 —19 

Total 60 47 103 79 | —22 —23 








* The states were combined inte regions as follows’ 
Northeast: Connecticut, Maine, Massachusets, New Jersey, New Hampshire, New York, 
Pennsylvania, Rhode Island, ard Vermont. 
Middle West: Illinois Indiana, lowa, Michigan, Minnesota, Missouri, Ohio, and Wisconsin. 
West: Arizona, California, Colcrado, Idaho, Kansas, Montana, Nebraska, Nevada, New 
Mexico, North Dakota, Oregon South Dakota, Utah, Washington, and Wyoming. 
South: Alabama, Arkansas, Delaware, District of Columbia, Florida, Georgia, Kentucky, 


Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, 


Virginia, and West Virginia. 


> Colored includes Negroes and other colored races. 


and the Middle West. The highest rate 
was still reported in the Southern states. 

As is shown in Table 2, the percent- 
age decline was definitely less in the 
South than in each of the oth2r three 
regions. The regional differences in in- 
fant mortality were consequently much 
greater in 1938 than in 1930; in fact 
the highest rate, that in the South, is 
now nearly one-third higher taan the 
rate in the Northeast and the Middle 


ceht, of all infant deaths took place dur- 
ing the first day of life, and 58 per cent 
occurred before the end of the first 
month after birth. The mortality rate 
of infants during the first month of life 


TABLE 3—NumBer OF INFANT DEATHS PER 
1,000 Live BIRTHS BY Causs&, BIRTH 
REGISTRATION AREA OF 1930 
AND 1938, WITH PER- 

CENTAGE CHANGE 














West. Cause « 1930 | 1938 | * change 
The percentage decrease in the mor- 193071939 
tality rate among colored infants waS Nataland prenatal | 32.4) 27.6) —15 
greater than that among white infants Respiratory 11.7) 8.8) 25 
in each region. For the entire country, Gastro-intestinal 9.7) 5.9 —39 
however, the relative change was prac- Communicable RA en Emb 
A 7 . . External 1.1) 1.0 — 9 
tically equal. This arises from the fact ‘ati others 3.5] 3.1) 1i 
that a larger proportion of cclored than Unknown, ill-defined] 4.0] 2.8 —30 
of white infants are born in the South- 
ern states, where the decline in the mor- Total 64.6) 51.0)  —21 


tality rate was the least. 

The problem of reducing infant mor- 
tality is becoming more and more a 
problem of controlling mortality during 
the first few days and weeks of ife. In 
1938 more than one-fourth, 27.7 per 








e The specific diseases included in each 
group are (1929 International List numbers): 
Natal and prenatal: 22, 34, 157-161; Respira- 
tory: 11, 23-32, 104-114; Gastro-intestinal: 
13, 116-129; Communicable: 7-10; External: 
172-195, 201-214; Unknown, ill-defined; 199, 
200. 
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declined from 36 per 1,000 live births 
in 1930 to 30 in 1938, or a change of 
17 per cent; during the same period the 
rate for infants be-ween the ages of one 
month and one year decreased from 30 
to 22 per 1,000 infants surviving the 
first month of life, a decrease of 27 per 
cent. Although much can still be done 
toward preventing deaths among infants 
who survive the first month of life, it is 
becoming apparent that increasing em- 
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phasis should be placed upon prenatal 
care of mothers to insure that newborn 
infants will be strong enough to survive 
the first few days of life. 

The largest relative decline in mor- 
tality from 1930-38 was from gastro- 
intestinal causes, the most important of 
which is diarrhea and enteritis. (See 
Table 3.) However, for one of the dis- 
eases in this group, dysentery, the mor- 
tality rate actually increased during this 
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Fic. 2—Number of infant deaths per 1,000 live births, from specific causes, in the birth 
registration area of the United States, 1930-38 
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period. (See Figure 2.) Dysentery is 
a relatively minor cause of death, and it 
is possible that this increase reflects a 
change in habits of diagnosis zather 
than a real increase in the fatality of 
the disease. 

The death rate from the most impor- 
tant group of causes, natal and pre- 
nétal, which includes congenital malfor- 
mations and debility, premature birth, 
tetanus, syphilis, birth injury, and other 
diseases of early infancy, declined Jess 
than that for any other group except 
accidents and & few miscellaneous 
causes. This is also shown in Figure 2, 
which presents the trend in the death 
rate trom a number of specific causes 
during the nine-year period, 1930-38. 
It will be noticed that the causes in this 
figure fall into two groups; the one with 
the highest death rates includes the 
puerperal causes of neonatal deaths, 
congenital malformations and debility, 
premature birth, and birth injury. 

Until 1929 the infant mortality rate 
in the birth registration area was uni- 
formly higher in urban than in rural 
communities; but since that time the 
reverse has been true. It is difficult to 
interpret this change, because of the 
procedure followed in tabulating the 
basic data. 

In recent years an increasing propor- 
tion of births have occurred in hosritals. 
Since hospitals as a rule are located in 
urban areas, an increasing proportion of 
the births to women living in rural areas 
occur in urban places. As long as births 
are classified by place of birth rather 
then by residence of the mother, a large 
nucnber of infants born to mothers liv- 
ing in rural communities are included 
with infants of mothers living in urban 
areas. 

This relative number of births to non- 
resident mothers varies widely from city 
to city. For the entire country in 1935, 
the number of recorded births in cities 
of 10,000 or more population was 10 per 


cent larger than the number of resident 
births. In the same year the rural in- 
fant mortality rate was 5.5 per cent 
greater than the urban rate. This does 
not necessarily mean that the allocation 
of births to the residence of the mother 
would make the urban rate higher than 
the rural, for many deaths of infants 
born to mothers living in rural areas 
also occur in urban hospitals. Although 
since 1935 the Bureau of the Census has 
tabulated the total number of births by 
residence of mother as well as by place 
of occurrence, infant deaths are still tab- 
ulated by place of occurrence only, so 
that it is impossible to compute a resi- 
dent infant mortality rate for rural and 
urban areas, even though it is generally 
admitted that the data as published are 
of uncertain value. 

In 1938 the recorded rural infant 
mortality rate was 12.5 per cent higher 
than the urban rate. From 1930 to 
1938 the urban rate declined 24 per 
cent, while the rural rate declined 18 
per cent. It is almost certain that the 
difference between the two rates is less 
than that reported, but whether the 
resident urban rate is really less than 
the resident rural rate must remain un- 
known until tabulation procedures of 
the Bureau oi the Census are revised. 


MORTALITY DURING CHILDHOOD 


Since the distribution of the popula- 
tion by age is not yet available from 
the 1940 Census, the following mortal- 
ity rates are based upon an estimated 
population. The lapse of ten years 
since the Census of 1930 makes such 
estimates subject to error, so that the 
rates should be regarded as provisional 
and subject to correction as soon as the 
results of the 1940 Census become avail- 
able. 

As shown by Table 4, substantial de- 
creases occurred in the mortality rates 
of children under 15 years of age be- 
tween 1930 and 1938, in both the white 
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TABLE 4—NUMBER or DEATHS PER 1,000 POPULATION or SELECTED AGES, AND THE 
PERCENTAGE CHANGE, BY COLOR, UNITED States, 1929-31 AND 1937-384 























White Negro Percentage change 
Age - 
1929-31 1937-38 1929-31 1937-38 White Negro 
~ 4 156 13.1 276 213 —16 —23 
5- 9 1.8 1.3 2.5 ‘4.7 —28 —32 
10-14 14 1.1 2.6 2.0 —21 —23 








© Does not include Texas in 1929-31. 


and Negro populations. The rate for 
Negro children in each of the three five- 
year age groups decreased more than 
the corresponding rate for white chil- 
dren; this is in agreement with the 
trend in infant mortality as shown by 
the data in Table 2. In spite of a some- 
what greater relative decline during the 
past nine years, the mortality rate is 
more than 60 per cent higher among 
Negro than among white children 04 
years of age, and more than 80 per cent 
higher among children 10-14 years of 
age. The difference in the death rate of 
the two races during the age interval 
5-9 years is much less, but even so, the 
Negro rate is nearly one-third higher 
than the white rate. 


SUMMARY 


During the present decade gratifying 
progress has been made in the control 
of fatal diseases of infancy and early 
childhood. From 1930 to 1938 the in- 
fant mortality rate decreased more than 
20 per cent, and decreases of equal or 





Mexicans are included in the white population. 


slightly greater magnitude occurred in 
the rates for children under 15 years of 
age. The decrease in the infant mortal- 
ity rate was greatest in the Northeast 
and the Middle West, while the smallest 
change was reported from the Southern 
states. In Colorado, Connecticut, Dela- 
ware, District of Columbia, Nevada, 
New Jersey, New York, and Pennsyl- 
vania the decrease was 30 per cent or 
more; in Arkansas, Florida, Kentucky, 
and South Carolina the decrease was 
less than 10 per cent. In eight states 
the infant mortality rate in 1938 was 
higher than the average for the entire 
country in 1930. 

It is thus obvious that in spite of the 
substantial achievement in reducing the 
loss of infant life in recent years, wide 
variations still exist in the infant mor- 
tality rate. Attention should now be 
directed toward insuring that children 
born in the areas of highest mortality 
rates shall have the same opportunity 
of reaching maturity as children born 
in areas with lowest mortality rates. 


Harold F. Dorn, Ph.D., is senior economist of the 
National Institute of Health, Bethesda, Maryland, and 
is the author of numerous articles concerning public 
heclth, vital statistics, and population. 


Legislators Define Childhood 


By ISA3EL GORDON CARTER 


HE vast body of literature devoted 

to “the child,” “children,” and 
“childhood” implies some generally ac- 
cepted definition af the child. The spe- 
cialist concerned with children, being 
conscious of individual and cultural dif- 
ferences, seeks to avoid the selection of 
a definition age beyond which childhood 
ceases; but the legislator, as he carries 
out his responsibility for shaping pro- 
tective legislation for children, is faced 
with the necessity of designating an age 
limit above or below which the law does 
not apply. 

Obviously, the age limit which the 
legislator sets varies with the type of 
childhood problem involved; for be too 
recognizes differences. He knows that 
a child may state a valid judgment re- 
garding the suitability for him of & par- 
ticular adoption Lome when he is still 
too young to become a wage earner. 

What are the ages of children the 
state legislators consider in need of pro- 
tection? How do these ages vary for 
different types of protective legislation? 
How uniform are the judgments cf the 
forty-eight state legislatures? What 
changes of age limits have been enacted 
into law since 1920? Through the co- 
operation of members of the staff cf the 
United States Children’s Bureau it has 
been possible to secure informaticn on 
current legislation in the several states 
and to check information on earlier pe- 
ricds. An examination of certain laws 
which include limits in terms of age 
shows rather marked changes in certain 
types of legislation, and very little in 
others. In general, there has been slight 
change in laws defming the age at which 
a child may be expected to make a 
valid judgment for himself. Ther2 are 
marked changes in laws setting limits 
to the authority of parents in making 


judgments regarding the suitability of 
certain actions for their children. 


ADOPTION AND Rape Laws 


Certain Jaws designate the age at 
which the child may be permitted to 
make his own choice; for example, 
adoption laws requiring consent of the 
child to his adoption, when the child is 
above a specified age. At the present 
time, two states specify 10 years, nine 
states 12 years, one state 13 years, and 
twenty-four states and the District of 
Columbia 14 years. Ten states make 
no requirement for the child’s consent. 
Maryland requires that consent be 
given when the child is of sufficient in- 
telligence and capacity to give under- 
standing assent; and Wyoming specifies 
that a minor child must consent. 

Legislation regarding rape specifies 
an age below which the child is too 
young to be responsible for granting 
consent. Between 1925 and 1936 only 
one state (Indiana) made a change in 
its laws regarding age of consent in 
rape cases. In 1930 the age was raised 
from 16 to 18 years. This is the age 
most widely adopted by other states. 
Twenty-eight states specify 18 years, 
sixteen states and the District of Co- 
lumbia 16 years, two states 14 years, 
one state 12 years, and one state 21 
years. 


MARRIAGE Laws 


There have been no recent changes in 
state laws regarding the age at which 
marriage may be contracted without 
parental consent. These laws are rela- 
tively uniform throughout the country. 
Thirty-seven states and the District of 
Columbia require consent of parents un- 
til a daughter is 18 and eleven states 
until she is 21 years of age. For boys, 
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parental consent is required up to 21 
years in all but seven states, four states 
specifying 18 years and one state 20 
years. Michigan and Georgia require 
parents’ consent for girls only. 

In sharp contrast to the lack of 
change during the past decade in laws 
setting the age bevond which parental 
consent is not required are the numer- 
ous changes increasing the age below 
which parents are forbidden to give 
their consent. In 1932 twenty-six 
states permitted marriage of girls below 
16 years and ten of these states permit- 
ted marriage with parental consent as 
low as 12 years of age. By January 1, 
1939 the number of such states had 
been reduced one-half (thirteen and 
five respectively). 


TABLE 1—Minmaoum LEGAL MARRIAGE 
AGE, January 1, 1939, 48 STATES 
AND District oF COLUMBIA 


Number of Government Units 








Age 

Boys Girls 
12 — (5) 
13 — — 
14 (5)° 11 
15 1 7 
16 11 25 
17 4 — 
18 27 1 
19 — — 
20 1 — 





No statutes raising age above common- 
law marriage age: boys 14, girls 12. 


The extension of the protection of 
the state to older children is apparent 
not only in marriage laws but also in 
laws governing education and entrance 
into the labor market. 


SCHOOL AND EMPLOYMENT LAws 


Compulsory school laws and laws 
specifying the age of employment for 
minors are in general directed toward 
restraining parents from consenting to 


or urging their children to discontinue 
school or to enter employment. These 
laws may also be considered as directed 
toward protecting children from unwise 
or incompetent parents. Usually, com- 
pulsory school age is two years beyond 
the age at which a child may be excused 
from school for employment. 

During the first part of the decade 
1930-40 there was no change in the 
compulsory school age, while the basic 
minimum age for employment was 
raised in only two states (Rhode Island 
and Wyoming), and Utah placed such 
legislation on its statute books. The 
latter half of the decade witnessed an 
increasing number of the states raising 
the minimum employment age, and 
there began the raising of compulsory 
school age. Pennsylvania, South Caro- 
lina, and Texas increased the compul- 


TABLE 2—Basic MINMUM AGE For EM- 
PLOYMENT, BY STATES (INCLUDING Dis- 
TRICT OF COLUMBIA), JANUARY 1, 
1930, 1935, 1940 








Age 1930 1935 1940 
No provision * 1 — — 
14 40 39 32 
“15 5 4 4 
16 2 5 12 
17° l 1 1 





“Certain dangerous or injurious manufac- 
turing processes were prohibited under 16, 

è Wyoming has no minimum age provision 
except that children whose attendance at 
school is required by law shall not be em- 
ployed at any occupation or service during 
school hours. However, the compulsory 
school age is 17. 


sory school age, and one state through 
reinterpretation of its law raised the age 
by one year. Tables 2 and 3 show the 
number of states (including the Dis- 
trict of Columbia) which specified dif- 
ferent age limits and indicated increase 
in legislation during the latter part of 
the decade. 
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Table 2 shows the basic minimum age 
for work, In some states there may be 
a lower minimum age either for certain 
occupations or for work outside school 
hours. For instance, the minimum age 
given for Florida is 14—-that which ex- 
ists for work in factories; alchough 
there is a minimum age of 12 fo: work 
in stores. The basic minimum age indi- 
cated may apply for general employ- 
ment, as for instance for employment in 
any occupation or in any occtpation 
except agriculture or domestic service; 
or it may apply to a comprehensive 
group of specified occupations, or to 
only a very limited group, as for in- 
stance in Georgia, where the minimum 
age applies only to “any mill, factory, 
laundry, manufacturing establishment, 
or workshop.” The laws in all the 


TABLE 3—AGg TO WHICH SCHOOL ATTEND- 
ANCE IS REQUIRED, By STATES (IN- 
CLUDING Districr OF COLUMBIA), 
January 1, 1930, 1935, 1940 


Age 1930 1935 1940 
14 4 4 2 
15 2 2 2 
16 29 29 29 
17 8 8 10 
18 6 6 6 


states provide numerous exemptions 
permitting children to leave school at 
a lower age, or even regardless of age 
under certain conditions. 


DEPENDENCY Laws 


The United States Congress in tax 
legislation specifies 18 years as the age 
of self-support by granting cred:ts on 
the income tax to taxpayers with de- 
pendents under 18. Federal legislation 
enacted in 1935 followed the example 
of the majority cf states and made 16 
the maximum age jor assistance grants 
(Aid to Dependent Children). These 
grants are partially financed from Fed- 


eral funds under the Social Security 
Act. This implies that the child of 
a mother receiving public assistance 
should leave school at an earlier age 
than the child of a parent paying an 
income tax. This inconsistency was 
later changed, and dependents up to 18 
years are now included in the assistance 
grants. This increase has had a marked 
effect on state legislation, for twelve 
states and Hawaii, having assurance of 
Federal contributions for these older 
children, have followed the action of 
Congress and changed the age limit for 
public assistance grants from 16 to 18 
years. 


THE PERIOD OF YOUTH 


The tendency to extend protective 
legislation to older children is apparent 
also in laws designed to protect them 
from being treated as adults at too early 
an age. Writing in 1939, Gilbert Cosu- 
lich in Juvenile Court Laws of the’ 
United States concludes: “The 18 year 
limit has now been adopted by more 
states than any other age and the 
changes in age limit made in recent 
years have been in the direction of in- 
creasing them.” 

Prior to 1930 there was evidence of 
legislative recognition of a period that 
is neither childhood nor adulthood, and 
that presents certain problems peculiar 
to its position between them. Several 
states had passed special legislation re- 
lating to minors over juvenile-court age 
and under 21 years of age. In March 
1939, Miss A. K. Hanna of the United 
States Children’s Bureau, in an unpub- 
lished memorandum, summarized the 
legal provisions for minors under 21 
years of age as follows: 


The juvenile courts of Arkansas, Cali- 
fornia and Denver, Colorado, have been 
given jurisdiction over minors under 21 
years of age, although other courts have 
concurrent jurisdiction in cases of criminal 
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offenses of older boys and girls. Special 
legislation relating to minors over juvenile- 
court age and under 21 years of age has 
been enacted in Colorado, Michigan, Mis- 
souri, Nevada, New York, West Virginia 
and by the municipal court law of Phila- 
delphia. Wyoming has not established 
particular courts as juvenile courts but has 
enacted legislation designating certain mi- 
nors under 21 years of age as delinquents. 
These special laws cefine the types of of- 
fenses committed by older boys and girls 
for which a special procedure is provided. 


This period of youth was defined 
somewhat differentty when the problem 
of making the transition from depend- 
ency to self-support under present con- 
ditions was under consideration. An 
upper age limit of 24 years was set for 
two Federal programs especially estab- 
lished to aid youths during a period 
of widespread unemployment—the Na- 
tional Youth Administration and the 
Civilian Conservation Corps. 

In addition to the extension of the 
period of childhood to an older age 
level, there is also evidence of the 


emergence of legislative need for de- 
fining a new period—youth—a differen- 
tiation necessitated by the increased re- 
sponsibilities accepted by the state for 
this age group. These increased re- 
sponsibilities sometimes not only extend 
upward to 24 years, but include giving 
the child a healthy start in life through 
protection from certain health risks 
prior to birth. Eighteen states have 
enacted laws requiring certificates to 
the testing of pregnant women for 
syphilis. 

It is not to be assumed that the ages 
set by legislators are necessarily repre- 
sentative of the thinking within the re- 
spective states, nor is it to be assumed 
that such enactments of age limitation 
is necessarily the most desirable solution 
of the problems involved. It is possible 
that future legislation may continue to 
modify age limitation, or that in some 
instances, at least, age limitations will 
be eliminated entirely, leaving to the 
administrative officials the definition of 
what constitutes a child in a particular 
case. 


Isabel Gordon Carter, Ph.D., is assistant professor 
of social research and acting director of the Depart- 
ment of Research of the Pennsylvania School of Social 
Work, Philadelphia; director of research for the Penn- 
sylvania Child Welfare Committee and for the Penn- 
sylvania Committee on Assistance and Relief; at pres- 
ent a member of the staff of the Relief Study being 
conducted by the National Resources Planning Board. 


Government’s Role in Child Welfare’ 


By SOPHONISBA P. BRECKINRIDGE 


HE decade 1930-40 Las witnessed 

very great and very significant 
changes in the relation of the state, the 
public organization and euthority. to 
the services that attempt to improve 
the conditions under which children live 
and grow. These may be presented as: 
the wider development o7 public services 
in all jurisdictional areas; the assump- 
tion of new duties by the states; the de- 
velopment by the Federal Government 
of new services; and the creation of a 
truly national structure in which each 
area of governmental authority has be- 
gun to make its appropricte contribu- 
tion. 

The county has now been recognized 
as the desirable local authority; the 
state has taken on new responsibilities; 
the Federal Government has under the 
Social Security Act developed new serv- 
ices under the Security Agency recently 
created by the President, end enlarged 
powers have likewise been given the 
United States Children’s Bureau in the 
field of maternal and child health, in 
the care of crippled chilcren, in the 
development of child welfare services in 
rural areas, and in behalf of children 

1 The authorities on which reliance is placed 
for the statements in this article are’ (1) the 
reports of the Chief of the United States Chil- 
dren’s Bureau, which until 1935 were pub- 
lished separately but since that date have been 
included in the reports of the Secretary of La- 
bor; (2) the first four reports of the Social 
Security Board; (3) the publication of the 
American Public Welfare Association; (4) the 
reports of the third White House Conference 
on Child Health anc Protection; (5) toe text 
of the Social Security Act; amd reference is 
made to certain recent state statutes All 
these can be easily consulted by the interested 
student without specific reference. The es- 
sence of the statement without the time limits 
is available in Grace Abbott, The Child and 
the State, Vol. II, Chicago: University of Chi- 
cago Press, 1938. 


likely to become delinquent. Moreover, 
through the use of advisory services the 
Federal authority supplies technical in- 
formation and consultation facilities to 
the states and through the state author- 
ity to the local units. 

The decade was affected by two in- 
fluences which substantially divided it 
into equal parts. These were the de- 
pression and the enactment of the Social 
Security Act which became effective Au- 
gust 14, 1935, 


EFFECTS OF THE DEPRESSION 


The depression brought the Federal 
Government again into positive service 
relationships, as had been attempted in 
the administration of the first Federal 
child labor law—an attempt cut short 
by a Supreme Court decision now re- 
jected as constitutional doctrine—and 
in the brilliant performance under the 
first Maternity and Infancy Act, which, 
although clearly successful as a na- 
tional undertaking, was allowed in 1929 
to go out like a candle. Because of it, 
however, in 1935 those services could 
be revived or renewed, and in the field 
of maternity and infancy, the care of 
crippled children, special services to 
children in need of them, and children 
needing support in their own homes, 
there is now a structure in which, as 
has been said, the state and local units 
find their appropriate opportunity. 

Among the effects of the earlier Fed- 
eral service were the strengthening of 
the state departments of health and the 
development of local services in the 
form of county health units and also 
local consultation centers. 

When the third White House Con- 
ference met, in 1930, the depression was 
beginning to make itself felt, but it was 
looked on as an emergency, and the de- 
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velopments that had been initiated in 
the states took the direction of child 
welfare services widening into public 
welfare departmerts as in Alabama, or 
of public welfare structures emphasizing 
the child welfare aspects of their activi- 
ties as in innumerable other jurisdic- 
tions. However, through statistics col- 
lected by the United States Children’s 
Bureau with the co-operation of the 
Bureau of the Census and the Russell 
Sage Foundation, the seriousness and 
the duration of the emergency were 
revealed. Expenditures for relief 
mounted steadily from September 1931 
to March 1932, when they were nearly 
eight times as great as at the earlier 
date. 

During these years, relief, which had 
been widely regarded as a problem in 
local administration if not as a function 
of the private agency, was recognized 
as a public responsibility and a func- 
tion of the state in co-operation with 
the local units; and eleven states made 
available for relief amounts more or less 
ample. 

Studies were made in areas of ex- 
treme depression which led in the au- 
tumn of 1931 to securing the co-opera- 
tion of the Bureau of Home Economics 
of the Department of Agriculture and 
the aid of the American Friends Service 
Committee in the distribution of relief 
from funds of the American Relief Ad- 
ministration. By March 1932, this 
Committee was feeding 24,000 children 
in six states and furnishing milk to 
3,174 preschool children and expectant 
mothers. The actual feeding of chil- 
dren was shown to be a matter of Fed- 
eral-state-local-private concern——not a 
matter simply for the locality or for 
the expression of private benevolence. 

Another early product of the depres- 
sion was the transient boy. In the 
spring of 1932 the Children’s Bureau 
had brief surveys made, as a result of 
which a steering committee was or- 


ganized of representatives of national 
associations interested in the transient 
problem, and finally of the President’s 
Committee on Employment. 

The White House Conference for 
Child Health ‘and Protection, the awak- 
ening of concern for the children in de- 
ficiency areas, concern for the transient 
boy, and the utilization of the experi- 
ence of the Children’s Bureau in Fed- 
eral-state co-operation in the proposals 
for Federal relief were the special fea- 
tures of Federal-state-local experience 
during the first half of the decade. 


ADMINISTRATIVE ORGANIZATION 


One of the problems to which the 
White House Conference gave much at- 
tention was that of county organization, 
and one of its important recommenda- 
tions was that the county should be the 
smallest unit of government to which 
responsibility in this field should be in- 
trusted.? The Conference recommended 
the establishment of a “State Depart- 
ment of Welfare and County Units of 
Welfare, each with trained and skilled 
personnel.” The United States Chil- 
dren’s Bureau devoted study to the na- 
ture of the service for both the de- 
pendent and the delinquent child, and 
reviewed the advantages of different 
forms of structure and organization both 
in the state and in the local area of gov- 
ernmental authority; and toward the 
better understanding of these questions 
and wider service in these relationships. 
the Bureau initiated the organization of 
the American Public Welfare Associa- 
tion and co-operated in its early activi- 
ties by lending qualified personnel. 


THE JUVENILE COURT 
Prior to 1930 there was chaos in the 


2JIn a presentation such as this it is not 
possible or necessary to devote attention to 
difficulties presented by the adherence of the 
New England states to the town organization. 
The town in New England is very different 
from the township of the Middle West. 
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organization for the treatment and care 
of both the delinquent and the depend- 
ent child, and there was confusion as to 
the appropriate authority to deal with 
questions of treatment. 

For example, reference was cheerfully 
made to ‘‘the juvenile court,” because it 
was then impossible for social werkers 
to realize that there was no true “juve- 
nile court.” There were approximately 
3,400 counties in which courts were au- 
thorized to exercise special jurisdiction 
over specified groups of chilcren. But 
these courts were generally presided 
over by judges highly polit:cal in atti- 
tude, whose terms were ofter short, who 
generally used their authoricy tc ap- 
point probation officers as an addition 
to their partisan political facilities 

State institutions had teən estab- 
lished for the boys and girls for whom 
judges of the juvenile and criminal 
courts thought correctional detention 
the appropriate treatment, but the ad- 
ministration of the courts was local. and 
only in relatively few areas were either 
the probation officers or the members 
of the institutional staffs professional in 
character and attainment. 

Two influences have been at work 
that have affected the juvenile court 
during the decade. One of these is the 
clearer appreciation of the distinction 
that should be drawn between the judi- 
cial functions which only a court can 
perform and the administrative func- 
tions which should be performed by a 
different type of agency. An example 
would be the determination as to 
whether or not a child is delinquent, or 
whether or not a parent fails to give 
“proper parental care.” In each of 
these cases there is an issue which the 
court may at least theoretically decide. 
As to what is appropriate treatment, 
however, the decision is an administra- 
tive question, and here the expert in 
therapeutic practice should be called. 

The development of new acministra- 


-tive agencies to meet needs newly recog- 


nized is one of the conspicuous features 
of the decade, and one of the difficult 
questions to be faced in the decade to 
come is the proper line of division be- 
tween the administrative or executive 
and the judicial branches of govern- 
ment. This growing awareness of the 
confused task assigned to the Juvenile 
Court has led to the suggestion that 
many services formerly laid upon the 
court should rather be assigned to the 
welfare agency of the county, which 
might supply the court with medical, 
psychiatric, and social facilities first for 
diagnosis and second for treatment. 
Such a view of the true function of the 
court and of the relationship that should 
exist between the court and the other 
agencies of the community is admir- 
ably stated by Judge J. M. Moore of 
the Probate and Juvenile Court of 
Fayette Co., Alabama, in an article en- 
titled “Alabama Children and Juvenile 
Courts.” ® 

Another corollary of this view of the 
juvenile court is the proposal that it 
be subjected to supervision by the state 
department of public welfare. Such su- 
pervision is proposed, for example, in 
the Arkansas statute creating a State 
Department of Public Welfare, in which 
provision is made for a State Juvenile 
Court Department which had been set 
up in the Attorney-General’s office and 
was to be transferred to the Public Wel- 
fare Department. In the new organiza- 
tion there was to be a juvenile court 
supervisor. In a number of the statutes 
enacted or revised after 1935—e.g., 
Georgia, Missouri, West Virginia, Wyo- 
mning—in relation to the Social Security 
Act, provision was specially made for 
co-operation between the local welfare 
authorities and the juvenile courts. 
The question of constitutionality would 


s Alabama Social Welfare (Alabama State 
Department of Public Welfare), Vol. V, No 3, 
p. §, 
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of course not be raised by undertaking 
co-operative services; but so far as the 
courts are truly courts, they can hardly 
be supervised in tueir exercise of judi- 
cial power by an administrative author- 


ity.‘ 
PROBATION AND OTHER SERVICES 


There has been some development in 
the direction of state-wide organization 
of probation services. In 1939 it was 
reported that during the middle years 
of the decade the number of states de- 
veloping state authorities which select 
and supervise prokation officers had in- 
creased from three to thirteen, and at 
least four of them administered juvenile 
as well as adult probation.’ Still an- 
other development of the second half of 
the decade was that resulting from the 
provision in the Social Security Act 
providing for co-operation between the 
United States Children’s Bureau and 
state and local child welfare authorities 
in rendering services “in areas predomi- 
nantly rural” for children “in danger of 
becoming delinquent.” ° 

In 1931 a very nice co-operation was 
inaugurated between the United States 
Children’s Bureau and the Bureau of 
Prisons of the Department of Justice, 
seeking to utilize as fully as might be 
in the absence of Federal facilities, such 
local and state resources as were avail- 
able for the treatment of young persons 
found guilty under Federal laws. The 
development here has operated “in re- 
verse,” for as the Division in the Bureau 
of Prisons having to do with young of- 
fenders has taken on social case work 


4 Witter v. Cook County Commissioners, 
256 Ill. 616 (1912). 

5 Social Work Yearbook (New York: Rus- 
sell Sage Foundation, 1939), article “Proba- 
tion,” by Marjorie Bell, p. 303. See The At- 
torney General’s Survey of Release Procedures 
(Washington, 1940), Vol. I, chap. ii, “Pro- 
bation,” 

8 Social Security Act, Sec. 521(a). 


procedures, the members of the staff are 
able to act independently of the local 
authorities and apply the soundest 
methods of treatment, foster home 
placement, and educational and voca- 
tional opportunity. 

As for the dependent child needing 
either maintenance or service, there was 
the question of the appropriate govern- 
mental unit and the nature of the au- 
thority to assist. The state had in a 
few instances offered institutional care, 
especially in the case of children bereft 
and deprived of support as the result of 
the Civil War, for children handicapped 
by physical defect, the blind and the 
deaf, and in some cases, as Michigan, 
for children found by state visitors to 
need support. And there was always 
the question of the relation of the pub- 
lic to the private agency or institution. 


GOVERNMENT AND THE PRIVATE 
AGENCY 


The relationship of the state or pub- 
lic authority to the private institution 
or agency is one of the questions always 
raised in connection with the further de- 
velopment of public activities, and had 
special application in the care of de- 
pendent children. This relationship is 
indicated or characterized by three 
types of activity: (1) control of the 
organization by licensing or certifying 
before a new private child-caring agency 
or institution may be established; (2) 
continued supervision by licensing, vis- 
itation, inspection, and certitication of 
an established agency or institution; 
and (3) subsidizing or ccntributing 
from public funds to the cost of the 
agency’s work. 

Many attempts have been made to 
formulate principles and secure agree- 
ment on these questions. Before 1935, 
thity-four states had set up Children’s 
Code Commissions to study the laws of 
the state and to recommend needed 
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changes.” Of these, eighteen recom- 
mended the exercise of the licensing 
power. The White House Conferences 
of 1919 and 1939 recommended effec-. 
tive supervision of the private agency 
by the public. By 1935 thirty-seven 
states had enacted laws on the subject, 
giving the responsibility to a division 
or bureau under the state department 
having responsibilities for children’s 
services.® 


Pusric Supsmres TO PRIVATE 
AGENCIES 


On the subject of publc subsidies, 
the depression brought a clear declara- 
tion of the principle that public money 
should be expended only by public of- 
ficials, and this principle was accepted 
verbally by the Relief Administrator.’ 
No White House Conference has found 
itself able to be so positive and clear- 
cut on this subject, although it is ac- 


knowledged that the subsidy plan means’ 


uneven service, some very unsatisfac- 
tory, and a less than comprehensive pro- 
gram. On this subject the White House 
Conference of 1930 could only say that 
it required further study. The Confer- 
ence of 1940 has been slightly more spe- 
cific and laid down certain principles.*° 


7 Gladys Fraser, “Administretive Practices 
Concerning the Licensing of Boarding Homes, 
Children’s Institutions, Child Placing Agencies 
and Maternity Homes in Certain States,” Un- 
published Master’s dissertation, School of So- 
cial Service Administration, University of Chi- 
cago, 1935, 

8 The important fact is the increasing num- 
ber of jurisdictions; the exact administretive 
relationship cannot be indicated here. 

9 Social Service Review, 6, $92. “Public 
Funds should be administered only by duly 
established and properly organized public 
agencies.” This conference was held in Chi- 
cago, November 18-20, 1932, and was partici- 
pated in by the American Public Welfare As- 
sociation, the Public Administration Clearing 
House, and the University cf Chicago School 
of Social-Service Administratior 

10 Where public funds are paid to private 


And into these areas of uncertainty 
came the Social Security Act. 


Tue Socrat Securrry ACT AND THE 
EXPANSION OF FEDERAL AUTHORITY 


The great date of the decade was 
August 14, 1935, when the Social Se- 
curity Act became effective. With the 
enactment of this statute came the 
renaissance of the maternity and in- 
fancy service, and now no question was 
raised as to whether or not such provi- 
sion was to be made or as to what 
authority should administer those serv- 
ices.1t There came, in addition, provi- 
sion for the maintenance of the eco- 
nomic well-being of the family in which 
there were dependent children through 
contributions to the state services for 
aid to dependent children.** There is 
also provision for the care and treat- 
ment of crippled children and for serv- 
ices to children needing service, espe- 
cially those living in rural areas and 
those who are in danger of becoming 
delinquent. 


agencies and institutions, they should be given 
only in payment for care of individual chil- 
dren whose admission to service has been ap- 
proved by the public agency and who remain 
its responsibility. Such payments should. be 
made on a per capita, per diem basis, and 
should cover as nearly as possible maintenance 
costs. If service is needed by the family while 
the child is in foster care, there should be'a 
definite understanding between the public wel- 
fare department and the private agency as to 
which is to render such service. White House 
Conference on Children in a Democracy, Gen- 
eral Conference Report Presented by the Re- 
port Committee for Discusslon and Action, 
Jan. 18-20, 1940 (Washington, D. C.: U. S. 
Department of Labor, Children’s Bureau), p. 
41. 

11 This does not mean that the question 
may not be raised. Those who love a scheme 
better than a service and have other motives 
than the saving of lives of mothers and babies 
are always possibly dangerous. Eternal vigi- 
lance is the price of service to “the whole 
child.” 

12 Social Security Act, Title IV. 
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Ai TO MOTHERS AND DEPENDENT 
CHILDREN 


The first “Mothers Aid” or Funds to 
Parents Law was enacted in Illinois in 
1911. By 1932 forty-four states and 
the District of Columbia had enacted 
this type of law. Like all county serv- 
ices, these were uneven, the statutes 
were often ignored, and it was found 
that in 909 of the 2,727 counties ad- 
ministering these laws no pensions were 
granted, and in 83 other counties relief 
was given that was really poor relief. 
The movement had spread widely, how- 
ever, and in 1922 there were 121,000 
children receiving aid in forty states; in 
1931 approximately 250,000 children in 
forty-four states and the District of 
Columbia were receiving aid. This in- 
crease meant better administration, in- 
creased appropriations, growth and 
movement of population. 

The Aid-to-Dependent-Children pro- 
vision of the Security Act requires that, 
to co-operate, the state must make a 
plan effective and mandatory in all 
political divisions of the state; the state 
must provide fnancial participation, 
there must be a single administrative 
agency, and fair hearings must be al- 
lowed to those thinking themselves ag- 
grieved by the rejection of their ap- 
plications. Until 1940, the Federal 
Government matched the state grant 
by only one-third, and would match 
only up to $18 for the first child and 
$12 for any other child. Since January 
1, 1940, the Federal Government will 
match up to one-half, but the $18 and 
$12 limits still remain, and there is no 
separate grant for the support of the 
mother or caretaker of the children. 

In June 1939 there were 718,000 chil- 
dren in 298,000 families receiving this 
aid, as compared with 603,000 children 
in 243,000 families in 1938, with 427,- 
000 children in 171,000 families in 
1937, and 163,347 children in 650,000 


families in 1936. Of these children, 
nearly one-half lived in rural areas and 
one-fourth on farms. 

In another article the details of treat- 
ment will be found. The point here is 
the participation of Federal, state, and 
local authorities, where before, except 
in a very few states, the services were 
entirely local. In eight states which 
have not yet accepted the Federal of- 
fer the mothers’ pension grants are 
still generally uneven and inadequate, 
if not nonexistent. However, Massa- 
chusetts has had since 1913 a program 
of state-local co-operation, and its 
grants have been higher than has been 
thought possible in many other juris- 
dictions. 


CHILD WELFARE SERVICES 


All children needing maintenance 
likewise need services. But many chil- 
dren, both of whose parents are alive, 
who may seem not to need maintenance, 
need service, or the home may not be 
the place in which the maintenance 
should be provided. The appreciation 
of this fact is one of the most signifi- 
cant features of the Social Security Act, 
and one of its most statesmanlike fea- 
tures is that in Section 521, which reads 
as follows: 


In the purpose of enabling the United 
States through the Children’s Bureau to co- 
operate with state public-welfare agencies 
in establishing, extending, and strengthen- 
ing especially in rural areas, public-welfare 
services (hereinafter in this section re- 
ferred to as “Child Welfare Services”) for 
the protection and care of homeless, de- 
pendent and neglected children and chil- 
dren in danger of becoming delinquent, 
there is hereby authorized to be appropri- 
ated for each fiscal year beginning with 
the fiscal year ending June 30, 1936 the 
sum of $1,510,000. Such amount shall be 
allotted by the Secretary of Labor for use 
by co-operating state public welfare agen- 
cies on the basis of plans developed jointly 
by the State Agency and the Children’s 
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Bureau, to each state $10,000 and the re- 
mainder to each state on the basis of such 
plans, not to exceed such part of the re- 
mainder as the rural population of such 
state bears to the total rural pcpulation of 
the United States. ... 


The special significance of this provi- 
sion is found in the word “jointly,” 
which means that the state perticipates 
in making the plan as well as in carry- 
ing it out. The emphasis on rural needs 
and on the preventive relationship to 
the problem of delinquency is likewise 
of great significance; but so far as the 
rural services are concerned, it must be 
kept in mind that state plans for co- 
operating with the Federal authorities 
under the aid-to-dependent-chikiren pro- 
visions of the Social Security Act must 
in each case be state-wide. In provid- 
ing for crippled children, agzin refer- 
ence is made to the needs of “rural areas 
and areas suffering from severe eco- 
nomic distress.’** Only in the child 
welfare services is the impcrtance of 
“joint planning” expressly recognized. 

These services from the beginning 
have been performed in co-)peration 
with four types of state agencies: *5 

1. State departments of public wel- 
fare in which there had been no recent 
change; 

2. State departments of public wel- 
fare that had been reorganized to in- 
clude relief; 

3. Newly organized welfare depart- 
ments with relief functions; 

4, Existing relief administrations given 
social security functions by special legis- 
lation or executive order. 

The outstanding features of this new 
service were: 

1. Extension of existing field services 
by state departments so that local units 


18 For aid to deper.dent children, see Sec. 
402(a). 

14 Sec. S11. 

18 Report, Chief Children’s Bureau, in Re- 
port, Secretary of Labor, 1936, p. 121, 


might be encouraged to provide more 
adequate social resources for the care 
and treatment of children; 

2. Organization of county or district 
units for the demonstration of extensive 
case work; 

3. In-service training of staff and en- 
couragement of additional professional 
training; 

4. Co-ordination of child welfare 
services with other public welfare serv- 
ices; 

5. Stimulation of the interpretation 
of need; 

6. Organization of special advisory 
committees. 

Emphasis was laid on the importance 
of the local unit and on unified services 
for children within that unit so that 
services for children might be not too 
widely separated from other public 
welfare services. Co-ordination of 
child welfare with the crippled-children 
and maternal-and-infant-hygiene serv- 
ices was sought. On June 30, 1939, in 
forty-five states, 904 persons were en- 
gaged under either the state or the local 
authorities. Of these, 713 were full- 
time and 191 were part-time workers; 
585 were professional; and 459 were 
child welfare workers, giving intensive 
case work services in 478 areas and 
more scattered services in 690 areas.’ 


CRIPPLED CHILDREN 


The Security Act likewise provided 
care for crippled children?’ and gave 
this charge, with child welfare services 
and the maternity-and-infancy responsi- 
bility, to the United States Children’s 
Bureau. The purpose of these provi- 
sions was stated to be 


enabling the state to extenc and improve, 
especially in rural areas and in areas suf- 
fering from severe economic distress, serv- 
ices for locating children and providing 


16 Secretary of Labor, Report, 1639, pp. 
136-37. 
17 Secs. 511-515. 
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medical, surgical, corrective, and other 
services and care and facilities for diag- 
noses, hospitalization, and after care for 
children crippled oz likely to become crip- 
pled. 


State plans must provide state par- 
ticipation, administration by a single 
state agency, and co-operation with 
medical, health, nursing, and welfare 
groups and organizations in the state, 
and with organizations administering 
state laws providing for vocational re- 
habilitation of physically handicapped 
children. 

The important aspect of this service 
is the interdepartmental as well as the 
interjurisdictional relationships called 
for. One wasteful feature of the situa- 
tion before 1935 was the isolation char- 
acteristic of so many activities. It is 
true that the researches of the Chil- 
dren’s Bureau related to all fields of 
interest concerning children, but the 
Bureau had no authority to develop 
relationships in the state area among 
and between the authorities with which 
it sought co-operation. 

In the crippled-children services it 
seemed well to develop in the Federal 
area co-operation not only with the 
Public Health Service but also with the 
Bureau of Education, then in the De- 
partment of the Interior, now in the 
Social Welfare Agency. The necessity 
for determining udon a single agency in 
the state called for consultation and ac- 
quaintanceship with the organization in 
each state. By June 30, 1937 every 
state had designated an agency, and 
state plans for crippled children had 
been approved in forty-two states, 
Alaska, Hawaii, and the District of 
Columbia. By the end of 1938 plans 
were in operation in all states except 
Louisiana. They were administered in 
twenty-four states by the Department 
of Health; in fifteen by the Department 
of Welfare; in five by a Crippled Chil- 
dren’s Commission; in four by the De- 


partment of Education; in one by a 
university hospital; and in one by an 
interdepartmental committee. 

It is not possible to give the exciting 
facts about the kinds of professional 
service. called for, the number of chil- 
dren discovered and treated and served, 
the sums of money expended. The 
point here is the development of a truly 
national organization, involving so 
great a variety of contributing factors 
and utilizing all jurisdictional areas. 


CHILDREN UNDER SURVIVORS’ 
PROVISION 


Direct service is likewise provided for 
children under the survivors’ provision 
of the old-age benefit provisions of the 
Security Act. 

This is, however, too new, especially 
in view of recent amendments, to have 
established procedures. It is an en- 
tirely Federal service for children, 
which, like the veterans’ service, may 
find itself somewhat balked by the ne- 
cessity of dealing with guardians whose 
selection it may not be able to control. 


ADVISORY SERVICES 


So much for services that have been 
undertaken in this revolutionary ap- 
proach to the child welfare field. Three 
authorities in the Federal area, and 
fifty-one jurisdictions of a state charac- 
ter (acting at least through departments 
of welfare, health, and education), are 
being welded into one integrated na- 
tional service. One effective instrument 
towards agreement as to principle and 
practice is the advisory service provided 
by the Security Board. Through these 
services, the state and local govern- 
mental officials who desire to do so can 
obtain instruction in various technical 
fields and guidance in the determina- 
tion of administrative practices, in sta- 
tistical methods, and in the setting up 
of personnel selection. The United 


50 THE ANNALS OF THE AMERICAN ACADEMY 


States Children’s Bureau has always re- 
lied upon civil service procedures and 
demanded professional preparation for 
its staff. Both the Bureau and the Se- 
curity Board are responsible for assist- 
ance to the states for the inauguration 
of the higher personnel standards de- 
manded under recent amendments to 
the Security Act. 

The Children’s Bureau has always 
made use, too, of the Advisory Commit- 
tee as a device for obtaining constant 
guidance from experts and specialists in 
the various fields of service. The Se- 


curity Board has adopted the same de- 
vice, and secures not only the counsel 
of the expert but the expression of the 
common mind and common sense of the 
entire country. Only by the use of such 
aids, as well as by sound organization 
and democratic appreciation of the part 
to be played, can so gigantic an under- 
taking be hopefully approached. There 
are still many unsettled questions, and 
wide differences of opinion on many 
topics. To some, replies will have been 
given by the experience of the coming 
decade. 
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The School and Child Welfare 


By Tueropore L. RELLER 


HE decade 1930-40 presented 

many problems which influenced 
the school in relation to child welfare. 
In the early years of this decade, severe 
economic conditions produced a more 
serious child welfare problem and an 
increased recognition of the problem 
than had existed in the years preceding. 
This economic condition curtailed edu- 
cational funds and led to the elimina- 
tion of many child welfare services 
which had been developed by the school 
in previous years. It led also to sharp 
curtailment in general educational pro- 
visions, with shortened school terms, 
elimination of summer schools and play- 
grounds, and elimination of various of- 
ferings, and in some instances to the 
closing of the schools for months or 
even years. 

The rather critical situation which 
confronted the educational service pro- 
duced varied results. In some states 
education continued at a rather low 
level throughout the decade. Little 
thought was given to improvement in 
some areas, it being impossible to main- 
tain even that which had existed. Out 
of the discord, lack of opportunity, and 
disruption of work, however, came some 
definite trends. Among these are: the 
trend toward more state assumption of 
financial responsibility for the educa- 
tional service, with a corresponding 
move toward the further equalization of 
educational opportunity; the increase 
of interest on the part of teachers and 
administrators in the whole field of 
child welfare services, with a recogni- 
tion that education is closely related to 
and dependent upon developments in 
other areas; the desire to provide ex- 
perience and service more broadly than 
has been done in the traditional school, 
as shown by the changes in compulsory 


. 
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attendance laws and the interest in the 
provision of medical, dental, nutritional, 
and similar services; and the tendency 
on the part of those engaged in educa- 
tion to associate themselves with com- 
munity and welfare agencies and to 
attempt to co-ordinate the energies of 
all those interested in the direction of 
the growth—mental, social, emotional, 
physical, and moral—of children. 


Towarp EQUAL OPPORTUNITY 


In this paper it is assumed that a 
major purpose of education is the fur- 
therance of child welfare. This sug- 
gests that the term “child welfare” is 
being used in a very broad sense. 
Therefore, the further development of 
equality of educational opportunity is 
a development in the field of child wel- 
fare. The decade 1930 to 1940 has 
been to some extent a leveling-out proc- 
ess. In regard to the length of the 
school term, for exemple, there has been 
a wide disparity between the rural and 
urban areas of the country. In 1929-30 
the average length of term in rural areas 
was 160.6 days, and in urban areas 
184.5 days. By 1935-36, the last year 
for which comparable figures are avail- 
able, the corresponding figures were re- 
spectively 163.9 and 181.6. Thus there 
was a decrease of 2.9 days in the urban 
areas and an increase of 3.3 days in the 
rural areas.’ The change in the number 
of days attended by each pupil enrolled 
is somewhat similar: in the urban areas 
this was 155.6 days in 1929-30 and 
156.3 in 1935-36: in the rural areas, 
130.5 in 1929-30 and 136.1 in 1935— 
36.? 


1 United States Office of Education, Bull 
1937, No. 2, Statistics of State School Systems, 
1934-36, p. 52. 

2 Ibid, 
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This trend toward providir.g more op- 
portunity for those at the bottom is 
shown also in seventeen Southern states 
and the District of Columbia which 
have separate schools for Negroes. In 
1929-30 in these states, the average 
school term provided for whites was 162 
days and for Negroes 132 while in 
1935-36 these terms were respectively 
167 and 146.2 In regard to the average 
days attended ir 1929-30, they were 
128 for whites and 97 for Negroes; 
‘while in 1935-36 these figures were 136 
and 113.4 The figures for Florida show 
this trend in a very marked manner. 
In 1929-30 the school term for whites 
was 162 days and for Negroes 132, 


while in 1935—36 the terms were respec- | 


tively 174 and 168. In 1929-30 the 
average number of days atended by 
whites was 125 and by Negroes 103, 
while in 1935-36 the corresponding fig- 
ures were respectively 139 anq 132.° 

It is not the intention to stggest that 
rural education and educational oppor- 
tunity for various minority groups have 
reached a level which warrents satis- 
faction. Whether or not opportunity is 
available, or taken advantage of if avail- 
able, remains related to the 3ocial-eco- 
nomic status of the children involved. 
Funds appropriated for Negro children 
are still diverted to the education of 
white children in some states.° While 
average salaries of teachers dropped 
from 1930 to 1936, the deczease was 
greater in the case of rural teachers than 
of urban teachers; while the expendi- 

8 United States Office of Educazion, Bull 
1937, No. 2, Statistics of State Scheel Systems, 
1934-36, p. 48. 

4 Ibid., p. 47. 

5 United States Office of Educetion, Bull 
1931, No. 20, Statistics of State School Sys- 
tems, 1928-30, p. 82; Bull. 1937, No. 2, Sta- 
tistics of State School Systems, 1934-36, p. 
103. 

8 George I. Sanchez, The Equclization of 
Educational Opportunity—Seme Jisues and 
Problems (Albuquerque: University of New 
Mexico Press, 1939), pp. 34-40. 


tures for education per pupil in average 
daily attendance were lower in 1930 
than in 1936, the decrease was greater 
in rural areas than urban ones. 

Numbers of cases of striking inequali- 
ties in educational opportunity might be 
presented. Mexican and Negro chil- 
dren in many areas continue to be defi- 
nitely discriminated against. Certain 
services are not provided for them. 
They are crowded into very inadequate 
buildings and taught by poorly qualified 
teachers. Trailer children are uncared 
for in many states. No continuous cen- 
sus is found in large areas, and among 
some groups in some states compulsory 
attendance is a law only, and not a 
practice. Child labor drawing children 
across state borders has not ceased. In 
the early years of the decade under con- 
sideration there were closed schools in 
many states, especially in the poor rural 
areas but also in some cities. Through- 
out the decade the schools of some cities 
have, in certain years, been open only 
for a short term in order to spend no 
more money than was available. In 
many instances children of the poor had 
inadequate food, medical or other serv- 
ices to make it possible for them to 
profit fully from the educational oppor- 
tunity provided. - 

All these conditions are mightily re- 
lated to child welfare. However, in 
spite of them, there appears the trend 
toward greater equalization of educa- 
tional opportunity. This trend appears 
to have grown out of a crisis. The poor 
areas became so poor that state action 
became imperative. 


INCREASED STATE SUPPORT 


Legally our system of education is, 
and from the beginning of the Nation 
has been, a state system. In practice,” 
however, in most states it remained lo- 
cally supported to a very great extent 
despite the fact that some districts 
within a state had excellent schools and 
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spent large sums of money to support 
them, while other districts which taxed 
themselves even more heavily in relation 
to their income or wealth were able to 
maintain only the most inadequate op- 
portunities. In scme states until the 
last couple of decades there were many 
school districts which did little to en- 
courage school attendance, and white 
and Negro Americen-born young people 
reached adulthood illiterate. The eco- 
nomic crisis in the early thirties made 
it impossible for many poor districts to 
maintain schools throughout a signifi- 
cant part of the year, and all districts 
were anxious for relief of the school tax 
load on real estate. 

These factors together brought about 
increased recognition of the direct re- 
sponsibility of the state for a share of 
the cost of education of all children, and 
many states made provisions for assist- 
ing beyond their general grants to the 
- poorest districts. The per cent of total 
school income from the state govern- 
ments in 1930 was 16.94; in 1934, 23.38; 
and in 1935-36, 29.4. In 1930 only one 
state contributed from state taxes at 
least 40 per cent of the cost of the edu- 
cational service; in 1934 five states 
reached this level; and in 1935-36 
seventeen states were contributing from 
40 to 92 per cent of educational costs.’ 

The meaning of this for the children 
of the state becomes clear when it is 
kept in mind that the principles upon 
which state funds are being distributed 
are the relief of tax on real estate and 
increased equalization of educational 
opportunity. It is to be hoped that 
with such a base much more can be at- 
tained in such service areas as special 
schools and child health and welfare 
than has heretofore been the situation. 


7 National Education Association, Research 
Bulletin, Vol. XV, No. 1, Jan. 1937, Financing 
Public Education, p. 22; United States Office 
of Education, Bull. 1937, No. 2, Statistics of 
State School Systems, 1934-36, p. 83. 


INCREASED INTEREST IN OUT-OF- 
SCHOOL ENVIRONMENT 


As late as 1930, the teacher was not 
concerned with the home and street or 
recreational life of the child to anything 
like the degree found today. Rather 
suddenly the teachers were confronted 
with more malnourished children, more 
poorly dressed children, more children 
in need of dental and medical care. At 
the same time they found the school 
services for children of these types cur- 
tailed. Teachers in great numbers con- 
tributed from their small resources to 
meet the most desperate needs. 

There was also an increasing recog- 
nition of individual differences. The 
decade has been one in which the im- 
portance of adjusting instructional op- 
portunities and procedures to meet the 
needs of individual children has been 
increasingly stressed in the general phi- 
losophy of education. The development 
of this philosophy bas been accompa- 
nied by the growing social consciousness 
which has marked the decade. Teach- 
ers have probably been influenced more 
than most citizens by this change in 
attitude toward the less favored, be- 
cause of the extent to which they are 
confronted daily with the problems re- 
sulting from the disturbed social and 
economic conditions. 

This emphasis upon providing for the 
individual needs of children has inevita- 
bly driven teachers into a greater con- 
cern for the entire life of the child. 
There has been a growing recognition 
that much of the education of the indi- 
vidual is not the result of what happens 
in the school. In fact, the recognition 
that other forces such as the home and 
street life in some instances cancel wha 
the school may achieve, has caused the 
educational authorities to be concerned 
about the out-of-school life. 

As a result, all over the country today 
there is a growing interest in parent ed- 
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ucation. Through it an attempt is be- 
ing made to improve the tome so that 
it can contribute more tc the mental, 
physical, social, and emotional growth 
of the child. Many school systems have 
conducted and are carrying on programs 
along this line.® 

Federal funds for adult and parent 
education have encouraged these devel- 
opments. These funds are used to pay 
the teachers of such groups. They have 
also made possible the establishment of 
many nursery schools. Nursery schocl 
education is one of the most expensive 
types of education, and local authorities 
were unable to finance it, especially dur- 
ing the period when they found it diffi- 
cult to collect local taxes. Previous to 
this period, nursery school opportunity 
in the United States was provided 
largely for those of the upper social and 
economic groups who coulc pay for it, 
and for experimental purposes. New, 
through Federal funds, nuzsery school 
opportunity is made possibie each year 
for fifty thousand to seventy-five thou- 
sand children of the very poor. In 

_ some states this opportun.ty is scat- 
tered, while in others it is centered 
largely in the chief cities. 

When the purposes of zhe nursery 
school are considered—with its empha- 
sis upon physical and social develop- 
ment—the meaning of this development 
for child welfare becomes apparent. 
Furthermore, numbers of these schocls 
are viewed as opportunities to instruct 
the mothers, and mothers rotate in as- 
sisting the teacher in order to learn how 
better to direct the physical, emotional, 
social, and mental growth of children. 


LINKING WITH COMMUNITY SERVICES 


Another striking development has 
been the neighborhood and community 


8 United States Office of Education, Bull. 
1937, No. 2, Vol. 1, Chap. 9, “Parent Educa- 
tion Programs in City School Systems, 1934- 
36.” 


council movement which has in many * 
instances been sponsored by principals 
and teachers. Ten years ago few edu- 
cators thought of organizing all the 
agencies of their communities so as to 
co-ordinate the energies and develop the 
services to insure the better growth of 
young people. Now in every large city 
one finds some school people who are 
giving much energy to this enterprise. 
They have accepted the point of view 
that society has employed them to di- 
rect the growth of children, and, believ- 
ing that the school cannot do it alone, 
they request the co-operation of other 
agents and agencies in doing the job. 
In many instances they go even farther 
and organize boys’ clubs, for instance, 
in areas desperately in need of such 
organization. 

Perhaps even more significant is the 
leadership of the school in bringing chil- 
dren and services together. For many 
years cursory medical examinations 
were carried on in the schools. Noti- 
fication of the result was sent to the 
parents, and whether or not anything 
was done to meet the need depended 
upon the parents alone. In an appalling 
number of instances, nothing resulted.® 
This decade has seen an increasing de- 
mand that the medical examination be 
conducted in a far more thorough man- 
ner and that steps be taken to translate 
the results into an improvement of the 
conditions found. The schools have 
taken responsibility for getting groups 
such as dental associations interested in 
making provisions for children, and 
have, upon securing the consent of the 
parents, seen to it that the child took 
advantage of the opportunity. In many 
instances teachers and school nurses 
have taken children to clinics. Some 
schools have made provisions for dental 
services themselves, and many more 

® American Child Health Association, Phys- 


ical Defects: The Pathway to Correction, New 
York, 1934. 
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have attempted to stimulate the devel- 
opment of such services by others and 
have directed the children to them. 

The Educational Policies Commis- 
sion, in what is perhaps its most sig- 
nificant report, dccepts this point of 
view. It recommends that the areas of 
education, recreation, and library serv- 
ice be fused and be administered by a 
single board. It recommends also a 
clear definition of the respective re- 
sponsibilities of the public welfare, pub- 
lic health, and public education authori- 
ties in regard to such matters as feeding 
of school children and provision of 
clothing and of actual medical and den- 
tal care. The Commission holds that 
the actual provision of services such as 
dental, medical, and nutritional is not a 
proper responsibility of the education 
authority. Rather the education au- 
thority should attempt to educate the 
parents to take the responsibility as far 
as possible, and to bring into play other 
community agencies to provide the serv- 
ices.?° 

This problem is not yet settled, for 
in many rural areas agencies other than 
the school are inadequate or largely 
lacking, and if dental or nutritional 
service, for example, is to be offered, it 
will probably be done through the 
school more or less directly. Of course 
local parent-teacher associations or 
other organizations, where available, 
may sponsor it. 


INCREASED SERVICES PROVIDED 


From this discussion it should not be 
assumed that the needs of the children 
are being met. The significant fact is 
the great amount of interest in and dis- 
cussion of the problem. The decade 
1930-40 has been one of experimenta- 
tion, one of struggling to get some pro- 


10 Educational Policies Commission, Social 
Services and the Schools (Washington, D. C., 
1939), pp. 23-24, 66, 67. 


vision established to care for the most 
desperate cases regardless of the author- 
ity doing the establishing. It has been 
one in which child welfare has come to 
challenge the educator in a manner un- 
known before. 

As a result of this challenge more 
provisions are being made. Tables 
showing the per cent of increase or de- 
crease from 1926 to 1939 in services in 
a sampling of cities and counties reveal 
an increase in library and recreation 
services in approximately 50 per cent of 
the cases and a decrease in less than 10 
per cent.* They reveal also that ap- 
proximately 50 per cent of the cities 
studied and 90 per cent of those report- 
ing show increased provision in schools 
for dental examinations and treatment, 
for medical examination and treatment, 
for psychiatric service, and for visiting 
nurse service. Approximately 70 per 
cent of the cities and counties report an 
increase in provision of lunches for in- 
digents, 60 per cent an increase in pro- 
vision of clothing for indigents, and 
more than 40 per cent an increase in 
provision of glasses for indigents. Fifty 
per cent also report an increase in visit- 
ing teacher service. 

It should be kept in mind that while 
many of these services were provided in 
the school, they were not nearly all pro- 
vided out of education funds, It is sig- 
nificant, however, that from 1930 to 
1936 in education expenditures, those 
for auxiliary agencies (libraries, promo- 
tion of health, transportation, compul- 
sory attendance, and other agencies) 
decreased only 3.8 per cent, while those 
for general control decreased 14.3 per 
cent; instruction 7.8 per cent; opera- 
tion 21.9 per cent; maintenance 18.2 
per cent; and fixed charges 13.3 per 
cent.*? 


11 Ibid., pp. 136-41. 

12 United States Office of Education, Bull. 
1937, No. 2, Statistics of State School Systems, 
1934-36, p. 31. 
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LUNCHES PROVIDED 


In view of the extent to which agen- 
cies other than the school have joined 
with it in making provisions, it is in 
order to indicate the extent of one en- 
terprise. In 1930 the Board of Educa- 
tion of the City of New York in an 
emergency begen to use the kitchen fa- 
cilities of its schools to provide hot 
lunches for distribution tc undernour- 
ished, needy school children. Hore- 
making teachers helped to prepare and 
serve the food, while funds were ob- 
tained through contributions from the 
teaching and supervisory staif of tne 
Board of Education. In 1935 the proj- 
ect was taken over by the Works Prog- 
ress Administration. In January 1939 
most of the food was prepared in two 
large central kitchens. These kitchers 
at that time supplied 817 schools, both 
public and parochial, and 107,241 
needy children with free lunches daily. 
The personnel, ‘ncluding chemists, bac- 
teriologists, cooks, and chauffeurs, was 
composed of 3,240 persons. Sixteen 
thousand five hundred lozves of breac, 
four thousand gallons of soup, and more 
than a ton of cheese formed only a part 
of a day’s supply of food. The Works 
Progress Administration supplied all 
helpers, while the other costs were borne 
60 per cent by the city o? New York 
and 40 per cent by the State Depart- 
ment of Social Welfare. Such a project 
speaks of the growing interest of the 
school in child welfare from 1930 to 
1940.13 

While this project is confined to one 
city and represents one of tae outstand- 
ing local developments, the entrance of 
the Federal Surplus Commodities Cor- 
poration into the provision of surplus 
foods for school lunches has stimulated 
the development of this service through- 
out many parts of the Nation. In some 

18 Official Report of Project, Sept. 1, 1938 
to Jan. 31, 1939, mimeographed, 5 pages. 


states the state education authority has 
stimulated the provision of lunches for 
needy and undernourished children. In 
other states local parent-teachers asso- 
ciations, boards of education, groups of 
teachers, or welfare groups have taken 
responsibility for sponsoring the lunch 
plan in various local areas. In the aca- 
demic year 1939—40, there were nearly 
three million needy or undernourished 
children receiving lunches daily which 
were prepared in whole or in part from 
surplus commodities. 


CARE FOR EXCEPTIONAL CHILDREN 


Perhaps no picture of education and 
child welfare would be complete without 
reference to provisions made for excep- 
tional children. Available reports sug- 
gest that some groups of exceptional 
children are being cared for through 
special provisions in slightly fewer com- 
munities than previously. Provisions 
for rural children in most states have al- 
ways been most inadequate. On the 
other hand, many communities which 
were already at work in this area have 
expanded the services. The biennial 
survey of 1934-36, in concluding its 
consideration of this problem, states 
that special schools and classes for ex- 
ceptional children have “weathered the 
storm of the depression to a gratifying 
degree.” 15" Of special importance in 
regard to residential schools for handi- 
capped children is the tendency to re- 
gard them as essential parts ot the edu- 
cational system administered in whole 
or in part by the state educational au- 
thorities, rather than as institutions di- 
vorced from the educational service. 


14 Letter of May 13, 1940 of H. C., Albin, 
chief of Purchase and Distribution Division, 
Federal Surplus Commodities Corporation, 
United States Department of Agriculture. 

15 United States Office of Education, Bull. 
1937, No 2, Vol 1, Chap 6, “Effects of the 
Depression Upon Public Elementary and Sec- 
ondary Schools and Upon Colleges and Uni- 
versities,” p. 31. 
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LEGAL PROTECTION 


With this picture of the change in 
the philosophy of educators in regard to 
child welfare services, and with a 
glimpse of the practices which are de- 
veloping, attention must be given to 
changes in the laws cf the various states 
which are closely related to child wel- 
fare services. The laws will be con- 
sidered which deal respectively with 
school health and safety, handicapped, 
dependent, and neglected children, and 
school attendance and related services. 

Child welfare has been in the minds 
of the legislators as transportation of 
school children has spread.*° The dec- 
ade under consideration has witnessed a 
significant development of this service, 
with much attention to safety regula- 
tions concerning school buses and their 
operation. In most states buses used 
in 1930 could no longer be used to carry 
school children in 1940. In fact safety 
education has come to the foreground in 
this period. The American Association 
of School Administrators devoted its 
1940 Yearbook to safety education. 
An abundance of literature has ap- 
peared in connection with it, and many 
courses of study have been prepared. 
A number of states now require that 
safety instruction be conducted in all 
public schools. 

In the years 1935 and 1936, three- 
fourths of the states passed some legis- 
lation pertaining to the health and 
safety of school children. Many of the 
states acted in regard to buses as al- 
ready indicated, a few in regard to 
safety in school buildings, and others in 
regard to promoting health of under- 
nourished children, distributing milk to 
school children, and providing hot 


18 United States Office of Education, Bull. 
1933, No. 2, A Review of Educational Legis- 
lation 1931-32, Chap. 7; Bull, 1935, No. 2, 
1933-34, Chap. 8; Bull. 1937, No. 2, 1935-36, 
Chap. &; Bull. 1939, No. 16, 1937-38. 


lunches. Most of this legislation per- 
taining to lunches and free milk was 
permissive, not mandatory. Vermont 
provided that the school district should 
not spend more than 3 per cent of the 
annual budget in providing health serv- 
ice for children of indigent parents, milk 
for undernourished children, ingredients 
for hot lunches, glasses, and dental serv- 
ices. 

During the decade under considera- 
tion, additional states authorized boards 
of education to employ physiciens, den- 
tists, and nurses for the purpose of pro- 
moting good health among the children 
attending the public schools. 

Handicapped, neglected, and depend- 
ent children also stimulated consider- 
able legislation during the years 1930 
to 1940. A number of states legislated 
to provide more fully for the examina- 
tion, classification, enrollment, and edu- 
cation of these children. In the years 
1937 and 1938 a third of tne states 
legislated in regard to handicapped chil- 
dren. Further provisions were made for 
a census of such children, for the blind, 
deaf, crippled, hard of hearing, mentally 
handicapped, and underprivileged. 


COMPULSORY ATTENDANCE 


The compulsory school attendance 
period was extended in many states 
during this decade. More important 
perhaps than the change in years has 
been the change in emphasis from com- 
pulsion and law to social and psycho- 
logical bases of difficulties. There has 
been a movement away from the term 
“attendance officer” to such as: attend- 
ance worker, child welfare worker, co- 
ordinator, home and school visitor, 
school attendance teacher. More than 
one-fourth of the states have provided 
for the certification of such workers or 
improved existing certification require- 
ments. Emphasis in certification has 
come to be upon experience as a teacher 
or social worker and upon training in 
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education and social wark. Attention 
has been given to changing state and 
local compulsory attendance divisions 
to divisions of child welfzre. In pro- 
gressive cities, attendance work has 
come to be closely relatzé to juvenile 
courts, medical service, and psychologi- 
cal and psychiatric services, and has de- 
voted itself to the elimination of the 
causes of absence.” Surely here we see 
education and child weifare being linked 
closer and closer. 


SUMMARY 


In conclusion, it is necessary to keep 
in mind that the decade has been a 
severe one on the educaticnal service. 
Much less money was available for the 
service and many more children de- 
manded it. The home and other agen- 
cies provided less well for children and 
there resulted again the demand that 
the school do more. 

Growing out of this pericd of crisis, 
perhaps partly born of it, came: (1) an 
emphasis upon the importance of ad- 
justing instructional procecu-es to meet 
the needs of individuals; (2) an in- 
creased demand for the fwler equaliza- 
tion of educational opportunity; (3) an 
increased assumption of responsibility 
for providing education by the state, 
which points toward fuller equalization; 
(4) a recognition of the lmritations of 

17 Joseph L. Schulz, An Analyss of Present 


Practices in City Attendance Work, Ph.D. 
Thesis, University of Pennsylvania, 1938. 


the school in providing for the education 
of the child; (5) a recognition of the 
need for co-ordinating the energies of 
many agents and agencies which deal 
with children; (6) the assumption of 
the responsibility by some educational 
workers for promoting this co-ordina- 
tion; (7) the demand that more serv- 
ices such as dental, medical, and nutri- 
tional, be provided for children; (8) 
an emphasis upon health and safety ed- 
ucation; (9) agreement among edu- 
cators that attendance work should aim 
at difficulties in the way of regular at- 
tendance rather than upon compelling 
attendance; and (10) legislation in re- 
gard to financing education, securing 
attendance, and providing for various 
groups and services to make possible 
the fuller realization in certain states 
of some of the aforementioned trends. 

Thus while the period is a dark one 
in educational developments in many 
respects, in other ways it is one in which 
great promise exists of sound educa- 
tional development in the years ahead. 
It is one in which education was com- 
pelled to become less formalized, more 
vital, less viewed as book learning, more 
seen as living and developing in the 
many aspects of human life. It is one 
in which formalized education has been 
seriously disturbed and has found itself 
increasingly asking the question, What 
changes need to be made and what fur- 
ther steps need to be taken to contrib- 
ute more significantly to children and 
youth? 


Theodore L. Reller, Ph.D., is assistant professor 
of education cz the University of Pennsylvania. He 
spent the yecr 1935—36 in England studying educa- 
tional developments there as a holder of a Harrison 
Research Fellowship. He is author of “The Develop- 
ment of the City Superintendency of Schools in the 
United States’ (1935), “Community Planning for 
Youth” (1938), and numerous articles in educational 
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The Economic Basis for Child Welfare 


By Wr11AmM Hopson 


N ALL the literature on the subject 
of child welfare, no principle is more 
familiar than the concept that the fam- 
ily is the basic unit of our civilization, 
and that the promotion of the general 
welfare depends upon the strengthening 
of family life so that children in their 
family setting may have opportunity 
for healthy growth and sound develop- 
ment. 

During the past ten years we have 
had to re-examine the subject of child 
welfare from the economic point of view 
more intensively than ever before in 
our history. A decade of industrial de- 
pression with large-scale unemployment, 
resulting in a decrease or complete loss 
of purchasing power for large numbers 
of families, has been a serious matter 
for children. It is clear that many of 
our basic child welfare problems grow 
out of the fact that so many American 
families have insufficient purchasing 
power to provide the material necessities 
of life. These necessities, including 
food, shelter, clothing, and medical care, 
as well as education and recreation, are 
all purchasable, out the totally unem- 
ployed head of a family is unable to 
provide even the minimum requirements 
of wholesome living. The partially un- 
employed head of a family may be able 
to do so part of the time, while the sick 
and the unemployable are without re- 
sources for themselves and their depend- 
ents. 

Economic security for American fam- 
ilies, then, is the base of the pyramid of 
general social welfare, and all other 
problems are more easy of solution when 
workers are employed at wages suffi- 
cient to provide a proper standard of 
living. 

The recent White House Conference 
on Children in a Democracy bas sum- 
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marized most of the important aspects 
of child welfare, and none more com- 
pletely than the economic phase. One 
can hardly discuss the subject without 
quoting from that Conference or restat- 
ing what has been so thoroughly ana- 
lyzed in the report of the Conference 
proceedings. It is clear that the groups 
which constitute the largest part of our 
population are also the low-paid, low- 
income groups with the largest measure 
of unsatisfied human need. It is prob- 
ably fair to say that if the millions of 
people who constitute our farm and 
wage-earning classes were properly em- 
ployed and compensated, there would 
be no depression, no substantial farm 
surpluses, and little serious unemploy- 
ment. Under such conditions, these 
groups could satisfy their needs on an 
adequate basis. 


FAMILY INCOMES 


To be specific, the families of wage 
earners, one of the low-paid groups, 
constitute 40 per cent of all of Amer- 
ica’s families. In 1935, 3 per cent of 
the wage-earners’ families received less 
than $250; more than 57 per cent hac 
incomes in the range from $500 to 
$1,500; and only 3.5 per cent received 
$3,000 or more. Farm families’ in- 
comes are even lower. Excluding fami- 
lies receiving any kind of governmental 
relief or governmental benefits, 50 per 
cent of the farmers received an annual 
income of $965 or less in 1935, and this 
includes the estimated value of home- 
grown and home-consumed products. 
More than half of all the farm families 
have less than $1,000 a year to spend, 
whereas only 27 per cent of the urban 
families fall below an income of $1,000 
per year. Farmers’ incomes are thus at 
the bottom of the occupational scale, 
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although the level of living :n farm fam- 
ilies is probably somewhat better than 
in urban low-income families, because 
the products of the farms are available 
for food. 

If we look at the income of all the 
families throughout the country, we find 
that approximately 3,600,000 families, 
consisting of 16,000,000 persons, had 
incomes of less than $75C a year in 
1935, and this excludes all persons de- 
pendent upon public relief. Estimates 
of income take on realism when com- 
pared with minimum costs of keeping 
families alive. The studies reported in 
the White House Conference suggest 
that $903 is required on an ennual basis 
to provide a family of four with what is 
called an “emergency” budget. The 
sum of $1,261 is required each year to 
provide a “maintenance level” budget. 
An emergency budget would mean a 
little less than a dollar a day for food 
for four people, whereas the mainte- 
nance level budge: would mean abcut 
$2 per person per week for food. 

At the emergency level, the housing 
costs would be $168 per year; at the 
maintenance level, $222. The signifi- 
cant fact is that one-third o7 the fami- 
lies in the United States da not have 
incomes which would provide the items 
in the emergency budget, ard one-half 
of the families have incomes below the 
average cost of a maintenance level 
budget. It is estimated thet one-half 
to two-thirds of the children living in 
the cities of America are in hcmes where 
the income is too low to purchase for 
the whole family the items of the main- 
tenance budget. 

On the other hand, with the sub- 
stantial concentration of income and 
wealth in this country, a relatively small 
number of families have much more in 
the way of income than is necessary to 
meet the basic necessities of life. The 
trend of wealth concentration has been 
checked in the past decade by reason of 


industrial depression, as relief, public 
assistance, social security, and unem- 
ployment insurance programs have been 
distributing money secured from those 
who have it among those who have 
none. As late as 1935, the top half of 
1 per cent of the families in the Nation 
received nearly 10 per cent of the total 
income. Put in another way, this very 
small group of families had as much in- 
come as 33 per cent of the families of 
the country at the bottom of the scale 
possessed. 

The expenditure for current consump- 
tion of the top half of 1 per cent of 
American families who have more than 
enough to take care of themselves 
amounted to a little more than 4 per 
cent of the total consumption expendi- 
tures of the country, while 14 per cent 
of the Nation’s buying power was lo- 
cated in the lowest third of our families, 
which had less than enough for their 
needs. While the top third of American 
families saved nearly one-fifth of their 
income, the lower two-thirds had a net 
deficit. 

These facts clearly reveal the basic 
need in our economy for spreading pur- 
chasing power so that larger amounts of 
it may be in the hands of that very 
large group of people who should buy 
much more in the way of goods and 
services for themselves and their chil- 
dren than they are now able to secure. 


INADEQUATE Livine CONDITIONS 

In America, nearly 36,000,000 people 
live on meals costing less than 734 cents 
per meal per person. The Bureau of 
Home Economics has stated that 7% 
cents per meal at the very best will 
provide only what it calls a grade “C” 
diet, which lacks the average minimum 
requirement for one or more of the foods 
that are necessary to prevent human de- 
terioration. The study of the Bureau 
has shown that families with more ade- 
quate incomes always purchase those 
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protective foods which are essential for 
health. In the higher income brackets 
the consumption of eggs and milk dou- 
bled, while the consumption of fruits 
and vegetables was triple that of the 
low-income groups. What is not fully 
realized is that while low-income fami- 
lies do not die of starvation, the slow 
and imperceptible physical deterioration 
which sets in is frequently far worse, 
especially for growing children. 

From the standpoint of sanitary hous- 
ing for children, the situation is equally 
distressing. It is generally conceded 
that in the Jarge urban centers, homes 
that rent for less than $20 per month 
are usually substandard. Approxi- 
mately 5,800,000 families of four per- 
sons have incomes which limit the fam- 
ilies’ rental to $18.50 per month. 
There are 3,500,000 families of four 
persons who can pay only a rental of 
$14 per month. The incidence of dis- 

_ ease rises wherever poor housing exists, 
and there is a positive relationship be- 
tween juvenile delinquency and crime 
on the one hand and bad housing on 
the other. 

Families without adequate income 
cannot afford medical and hospital care 
when it is needed. A national public 
health survey by the United States Pub- 
lic Health Service showed that out of 
800,000 families consisting of 2,800,000 
persons in 83 cities, 28 per cent of all 
children under 15 years of age had ill- 
ness and disability of seven days’ or 
more duration, but did not have the 
care of a physician or hospital. Six 
children in every thousand of the popu- 
lation under 21 years of age were crip- 
pled by a disease, with such conditions 
as poliomyelitis, tuberculosis, birth in- 
juries, congenital deformities, and heart 
disease, which can be benefited or en- 
tirely cured only by prompt and con- 
tinued treatment. 

The Technical Committee on Medical 
Care, in its findings concerning a na- 
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tional health program, found that acute 
illness was 47 per cent more prevalent, 
and chronic illness 87 per cent more 
prevalent, among families on relief than 
among families with incomes of $3,000 
or over. Nonrelief families with in- 
comes of less than $1,000 have twice 
the rate of disability of families in the 
higher income group. Despite the 
higher rate of illness among these 
groups, no physician’s care was received 
in 30 per cent of the serious, disabling 
illnesses among reliel families. Among 
families with incomes of less than 
$1,000 a year but not on relief, 33 
per cent had neither a physician’s care 
nor hospital care. One of the difficult 
aspects of this problem of inadequate 
income is the high concentration of 
children in those states with the most 
limited financial resources. 


Tse SHIFT TO GOVERNMENT AD 


When the national income dropped 
from nearly ninety billion dollars in 
1929 to the low point of slightly more 
than forty-six billion in 1933, some of 
the slack had to be taken up in the 
form of relief. The expenditures for 
public assistance rose rapidly after 
1929. The cost of W.P.A. alone was 
2.3 billions in 1939. The reports of 
the Social Security Board show that all 
public relief in 1938 amounted to nearly 
three billion dollars. This includes gen- 
eral home relief and the categories such 
as assistance for old people, the blind, 
and dependent children, and W-P.A. 
Expenditures which might be included 
in these classifications were negligible 
by comparison in 1929. 

To indicate the effect upon child life 
of this shift from income through the 
normal economic channels to income 
provided as aid by government, a table 
from the White House Conference re- 
port is suggestive. This table shows 
that in August 1939 there were at least 
six million children in families whose 
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income was in the form of W-P.A. 
wages or grants under relief and public 
assistance. ‘There was a steady rise in 
national income from the lcw point in 
1933 to just under seventy-dne billion 
in 1938. The public grants in 1938 
constituted only a fractional substitute 
for the general loss of purchasing power 
that existed in 1938 as ccmpared with 
1929. Losses in national ncome do 
not affect all classes of soctety in the 
same way or to the same degree. It is 
also true that some fam‘lics received 
more on an annual basis from steady 
relief than they formerly rec2ived from 
unsteady wages. Nevertheless, the fact 
remains that the large reduction in na- 
tional income and the inadequate pub- 
lic assistance income resulze= in a sub- 
stantial lowering of the standard of 
living for families in this ccuntry and 
the children that they sheltered. 

In the nature of things, relief grants 
will never be generous encuzh to make 
them an adequate substitute for wages, 
nor will the rates of compeasation on 
W.P.A. be comparable to those in pri- 
vate industry. The hope has always 
been that large-scale relief ould be a 
passing phase—a temporary expedient 
but not a way af-life. It still remains 
the chief support of six million children, 
many of whom have never xnown self- 
supporting family life. As the depres- 
sion has lengthened and the number of 
unemployed has remained high, the 
country has recognized its -elief prob- 
lem as a permanent one, sub-ect to vari- 
ation in degree as business conditions 
fluctuated. 


Errects OF WAR PREPARATIONS 


To what extent war preparations will 
give that approximation tc total em- 
ployment for which the ccuntry has 
been waiting remains to be seen. With 
the loss of foreign markets, some exist- 
jig avenues of production ard employ- 
ment will be closed. The manufacture 


of war material will increase the de- 
mand for skilled labor, but in recent 
years skilled labor has had fairly full 
employment. The situation calls for 
increasing the supply by extensive train- 
ing. However, in balance, it seems 
likely that the direct and indirect ef- 
fects of huge armament production will 
be a sharp reduction of the number of 
unemployed, with a corresponding re- 
duction in direct relief expenditures. 
The danger for children at this point 
lies in the possibility that governmental 
social service activity will be curtailed 
and general social welfare standards re- 
duced. 

A war economy has an inevitable 
tendency to strangle carefully built-up 
programs for the protection of children. 
Whether the “all out” war preparation 
which seems to be required can be ac- 
complished within the framework of our 
existing economy is a doubtful question. 
No one can foretell how much of our 
present way of life can be preserved in 
the gigantic effort now under way to 
preserve it. Such compromises as may 
have to be made in our democratic 
methods will have their effect upon the 
present happiness and the future well- 
being of our children. The general re- 
sult, from an economic point of view, 
will be to shift many families back to 
wages and self-support from their pres- 
ent relief status. In the event of actual 
war, unemployment will be negligible, 
but we shall then be engaged in destroy- 
ing human life instead of protecting it. 

One hesitates to prophesy as to the 
future, when and if hostilities cease. 
The length of time this country may 
have to engage in rearmament or in 
actual hostilities, the extent of the 
changes in our internal economy which 
these activities may cause, the results 
of external pressures upon our own 
methods of production and of govern- 
ment, are unpredictable. Nor can any- 
one foresee how and under what condi- 
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tions the transition from war to peace 
will be achieved, regardless of who the 
victor may be in this hemisphere and 
elsewhere. What can be said is that our 
children will face a very different world 


from the one they now know, and their 
children, in turn, will cope with eco- 
nomic and governmental problems of 
which we are presently only dimly 
aware. 
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The Changing Role of the Family 


By Joser K. Fotsom 


HE functions of the family may be 

classified as follows: (1) to repro- 
duce the race; (2) to produce and pre- 
pare for final consumption same of the 
material goods we use (economic func- 
tion); (3) to provide space, facilities, 
and organization for recreation, or 
pleasant use of leisure time; (4) to 
train, educate, and socialize children in 
certain ways and especially during cer- 
tain age periods (educational junction) ; 
(5) to maintain certain socia! controls, 
whether called “discipline” or otherwise, 
over its members, in the interests of the 
larger society; (6) to provide certain 
direct emotional satisfactions to indi- 
viduals, including security, love, sex, 
and affection. 


TRANSFER OF FUNCTIONS 


The economic, educational, and so- 
cial-control functions formerly per- 
formed by the family have been largely 
taken over by other institutions: the 
economic system, the school, and the 
state. This does not necessarily mean 
that the family performs a lesser sum 
total of functions under these categories, 
for we have no satisfactory quantitative 
measure of functions. Rather, the spe- 
cific functions which the family once 
performed. within these categories have 
been largely transferred to other insti- 
tutions, while at the same time new 
specific functions, elaborations, refine- 
ments, and additions, have developed 
within the family. 


1 Harriet A. Houdlette, in “The American 
Family Today,” Journal of the American As- 
sociation of University Women, 32: 136~42, 
April 1939, gives interesting new material. 
See also Hildegarde Kneeland, “Woman’s Eco- 
nomic Contribution in the Home,” The Annals 
of The American Academy of Politica: and So- 
cial Science, 143: 33-40, May 1929. See also 
Joseph K. Folsom, The Family, Its Sociology 


Recreational functions are being 
transferred, some to and some from the 
family. Many activities formerly car- 
ried on in the backyard or in the family 
living room have been moved to schools, 
churches, and group-work institutions. 
Yet at the same time the radio, the 
automobile, the growing practice of 
having play and game rooms, and the 
erforced economy of the depression 
heve operated to restore recreation to 
the home. It is impossible to estimate 
the net effect of these opposing trends, 
In so far as housing becomes more 
spacious and adequate,? the additional 
space will probably be used largely for 
leisure-time activities. Families of 
higher economic status carry on hobbies 
and other recreations in the house or 
on the grounds, which among the poorer 
classes must be conducted in the settle- 
ment house, the park, or the street. 
While activities themselves may be 
largely outside, the home becomes more 
important, as a telephonic center for 
Dreparation and making contacts, and 
as a storage place for equipment. The 
organization of the individual’s leisure 
life increasingly centers in the home as 
homes become more adequate and living 
standards rise. 

Reproduction still remains as before, 
almost entirely within the family. 

It is the consensus of opinion that for 
the emotional satisfactions of love, peo- 
Fle are increasingly dependent upon the 
family. This is due in part to the 
greater social mobility, which makes 
deep, lifelong friendship with persons 
outside the immediate family more dif- 
ficult to maintain at high intensity. 





and Social Psychiatry (New York: John Wiley 
and Sons, 1934), pp. 192-95. 

2 Folsom, The Family, op. cit., pp. 199-201. 
An upward trend in floor space is noted. 
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Many believe that economic and other 
insecurities ° and the nostalgia produced 
by frequent moving lead to increased 
demand for some kind of love intimacy 
with a mate, parent, or child as a com- 
pensation. Many young people today, 
having poor prospects of employment, 
and even when unable to set up homes 
for themselves, nevertheless enter mar- 
riage to find a feeling of security and 
meaning in an otherwise meaningless 
existence. A wider and richer field of 
emotional expression within the family 
is felt by many to be developing. 


CONSERVATIVE THEORY 


There are two seriously regarded 
schools of thought. The more conserva- 
tive school says that without work or 
other concrete activities carried on by 
the family group, the bonds will loosen 
and the family will tend to disintegrate. 
Some of those who promote homestead- 
ing, return to the soil, home arts and 
crafts, the expansion of homemaking, 
and home recreation are under the in- 
fluence of this philosophy, and conceive 
their projected programs as means of 
saving the unity of the family. Fas- 
cists, whose policy is also in this direc- 
tion (which does not of course invali- 
date the theory), regard family integrity 
as a means to the strength of the state, 
just as religious devotees in the past re- 
garded it as a means to the stability of 
the church and the religious faith, and 
ultimately to the other-worldly goals 
prescribed for man by revelation. 

Zimmerman and Frampton, who in 
their revival of Le Play give the best 
sociological statement of this philos- 
ophy, seem to regard the preservation 
of the family institution as necessary 
to the stability of society as a whole and 
therefore to the welfare of mankind in 


8 Lawrence K. Frank, “Social Change and 
the Family,” The Annals of The American 
Academy of Political and Social Science, 160: 
94-102, March 1932. 


the broadest aspects. The family, they 
say, is an institution which is more eas- 
ily preserved than built up.* 

Throughout the thinking of this 
school runs the implication that social 
structure itself is an achievement whose 
conservation requires effort; that some 
functions which might be transferred 
without immediate loss should neverthe- 
less be kept in their original setting for 
the sake of the structure and its other 
functions which might not be so readily 
transferable. 


PROGRESSIVE THEORY 


The more progressive school says that 
the loss of functions which the family 
has experienced does not threaten its 
unity and permanence. By transferrinz 
to the economic order, the state, and 
the school those functions which are ap- 
propriate to these highly organized in- 
stitutions, the family, as MacIver sees 
it, is now “thrown upon its own inner 
strength.” © Thinkers of this schocl 
have faith in the strength of human love 
emotions and the conditioned stimu: 
they acquire during childhood, court- 
ship, and parenthood. Many feel that 
greater freedom from material chores 
and problems about the home is con- 
ducive to better emotional relations, 
because there is less danger of negative 
conditioning through the annoyances 
and fatigue of housework. 

There is evidence to show that col- 
lege-educated couples have substantially 
lower divorce rates than the generel 
population of their states. Co-opera- 
tion of husband and wife is apparently 
not decreasing among the families cf 
college women.’ Again, those college 

4 Carle C. Zimmerman and Merle E, Framp- 
ton, The Family and Society, New York: Van 
Nostrand, 1935. 

5 Robert M. MacIver, Society, a Textbook 
of Soctology (New York: Farrar and Rine- 
hart, 1937), Chap. XI. 


8 Folsom, op. cit., pp. 385-86. 
T Houdlette, op. cet. 
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women who follow a. professioral career 
and therefore presumably delegate more 
of their homemaking functions to’ ser- 
vants and to outside agencies. appear to 
spend as much time with their children 
and in other ways to maintain family 
integrity as well as do similar college 
women who devote their time “to the 
home.” ° 

Studies of the effect of the depression 
on families fail to show clearly any pre- 
ponderant effect of the increased activi- 
ties and time spent within the home 
upon the family unity. Some families 
were strengthened; others suffered in 
genuine unity, through the increased an- 
hoyances and strains due to enforced 
. contacts of discordant members.° 

` The thinking of this school places less 
emphasis upon the importance of social 
Structure and more upon that of human 
nature, attitudes, and ideologies. It 
tends to assume that the love honds be- 
tween mates and between parent and 
child are the normal and usual products 
of social interaction even on an animal 
level, and that when these bonds are 
further supported by culture] values 
they are likely to persist regardless of 
changes in institutional struc:ure and 
transfers of instrumental functions. 

Yet if one adheres to this progressive 
school.of thought, he implies that he is 
willing to see the further removal of 
economic, recreational, educational, and 
control functions from the family if that 
should be the outcome, and that he re- 
gards the reproductive and emotional 
functions as the only ones essential to 
preserve within the family. If these 
functions are all that remain, do we still 
have a “family”? 

Perhaps we should define tae “fam- 
ily” as thus viewed in its minimum 


2 Unpublished study by Mary Shattuck 
Fisher, 

° Ruth Shonle Cavan and Kathe-ine How- 
land Ranck, The Family and the Depression, 
Chicago: University of Chicago Press, 1938. 


essentials. Let us call it the “repro- 
ductive-emotional family.” It would 
involve: (1) a love bond between sex- 
ually mated partners, more intense and 
more lasting than any possibly rival 
bond; (2) a love bond between each of 
these mates and each of their joint off- 
spring, more intense and lasting than 
any possibly rival bond; (3) bonds of 
affection and tolerance betweer each 
child and every other, without hostility 
sufficient to injure the other relation- 
ships included in this family group; 
(4) mutual reinforcement rather than 
interference in the satisfaction of the 
several feelings involved in all these 
bonds, so that the entire group would 
spend considerable time together and 
not be divided all of the time into pairs 
and subgroups; (5) the expression of 
these love relations normally through 
the living together of most of the group 
for protracted periods of time, certainly 
during the early years of the children, 
but always with the reservation that in- 
tensity of feeling, desire to be tcgether, 
and long-distance communication might 
for considerable periods be substitutes 
for actual face-to-face contact. 


QUESTIONS RAISED 


The controversy between the two 
schools now analyzes itself into an em- 
pirical question and a choice of values. 

The empirical question is: Would the 
removal of the economic, recreational, 
educational, and control functions from 
the family tend to destroy the unity and 
permanence of this minimum essential, 
reproductive-emotional family group? 
In other words, would it tend to destroy 
the permanence of the mate relationship 
and its paramount loyalty in relation to 
other, possibly rival, relationships? 
Would it tend to encourage plural love 
in simultaneous relationships, in suc- 
cessive love relationships, or in both? 
Would such transfer of functions 
weaken a parent’s affection for and in- 
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terest in his own biological children as 
compared with others, his desire to keep 
them with him as long as possible? 
Would it weaken adults’ interest in and 
affection for children in general? 

These are all phases of the empirical 
question, in other words, of a question 
which can be answered only by expe- 
rience. Systematic research data are 
not available. But merely to put the 
question in this form is to summon to 
mind much indirect evidence whose gen- 
eral answer is “no.” The most direct 
answer the writer knows of is furnished 
by the Jewish kvutzah communities in 
Palestine.*° These represent much 
more definite and thoroughgoing com- 
munal living than has been achieved in 
Soviet Russia. The report is that mates 
usually stick together monogamously, 
and that their children, although spend- 
ing most of the time in nursery and 
other child groups under specialist su- 
pervision, show a great deal of pride and 
interest in their individual parents, with 
whom they normally have daily, affec- 
tionate contacts. 

The choice-of-values question is: Is 
that traditional family structure which 
performs all six functions something 
which we wish to preserve, either for 
its own sake or because we think it 
is an essential espect of the kind of 
society and human living that we value 
as a whole? Or are we satisfied to pre- 
serve the reproductive-emotional family 
pattern? If our answer to the first 
question is “yes,” then there is nothing 
to do but fight or compromise with 
those who answer “no”; because this 
is, as far as our present knowledge goes, 
a question of ultimate choice of values, 
not of knowledge or experience. We 
may have to fight, and the present war 
may indeed prove to be a struggle over 
this and other related choices between 
values. But it is well to discriminate 


10 Heinrich Infeld, “Progress without Prop- 
erty,” unpublished manuscript. 
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the question which must be fought out 
or compromised from the question which 


may be answered by experience and re- 
search. 


RADICAL THEORY 


There seems to be a third, smaller, 
radical school of thought which claims 
to place no value upon even the repro- 
ductive-emotional family above defined. 
It envisages a community of free indi- 
viduals, satisfying their instrumental 
needs through economic institutions, 
government, schools, clubhouses, nurs- 
eries, flexible collectives for dwelling 
and eating; and their emotional needs 
through free, unregulated pair relation- 
ships and congeniality groups. 

There is no proof of the possibility 
or impossibility of this outcome. In 
evaluating it we can make use only of 
a certain sociological intuition which is 
the distillate of many observations upon 
human nature and primary group inter- 
action in many different settings. This 
intuition tells us that nearly all normal 
persons, regardless of culture, have cer- 
tain needs, namely: (1) they feel the 
need for some permanence and security 
in any important pair relationship tc 
make it really satisfying; (2) they want 
adult-child as well as mate relationships, 
and preferably with their own blood 
children; (3) they like to have their 
several pair relationships harmonious 
with one another so that they can bring 
together in space and time the various 
persons they love, at least periodically, 
into a larger congeniality group. 

If persons of the radical philosophy 
were turned loose to have their own wav 
with the world, this writer suspects that 
they would build up more or less lasting 
groups which would have the essential 
characteristics of the reproductive-emo- 
tional family. Perhaps they would 
make these groups more flexible than 
seems envisaged by the progressives. 
and would avoid any coercion or pres- 
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sure toward making them permanent. 
By such a policy of freedom -hey might 
make their family groups actsally more 
enduring! But the progressives also 
eschew any purpose of holding families 
together by coercion. The zadicals in 
essence say, Start with fresdom and 
forge your own bends at will. The pro- 
gressives say, Start with exis-ing bonds 
but break them if and whea you must. 
It seems doubtful, therefore that the 
final outcome of the radical policy 
would be different from that of the 
progressive policy. 

Kingsley Davis advances the hypoth- 
esis that “the family is not indefinitely 
adaptable to modern society.” He sug- 
gests that the governmental measures 
which may become necessary to raise 
the birth rate through subsidizing the 
family will “not end by bolstering up 
the family [but] by creating a new type 
of reproductive system compatible with 
our urban-industrial-mobile social or- 
ganization.” ** The system would be 
new, in that government, obl:ged to sub- 
sidize families sufficiently to motivate 
childbearing, would eventualy select 
persons for this function. Cther per- 
sons might be selected to give physical 
care to the children, others to educate 
them. 

Davis suggests the possibiity of a 
much greater differentiation of persons 
into the childless on one hanc and the 
parents of many offspring on the other. 
How far governmental selective subsi- 
dies could go in producing such a dif- 
ferentiation is a question. Toe policy 
might considerably reduce the number 
of groups, and of adult individuals liv- 
ing in true family groups under the 
above reproductive-emotional cefinition. 
There would be more childless couples 
and possibly couples with adspted chil- 
dren. If the state iound itself responsi- 

11 Kingsley Davis, “Reproductive Institu- 
tions and the Pressure for Population,” Soci- 
ological Review, Vol. XTX, no. 5, July 1937. 


ble for large numbers of children bred 
by a limited number of selected parents, 
it would probably find that the best 
environment for their growth and devel- 
opment would be in groups of four to 
ten, and would have these children 
brought up as far as possible in true 
family groups with their own parents, 
and otherwise in foster homes. What 
present-day social work finds desirable 
would probably be found most desirable 
under these conditions also. The “new 
type of reproductive system” would not 
be so different from the present family 
system as the phrases imply. 

A little semantic sophistication will. 
reveal that much of the controversy 
over the family is purely verbal; ‘“fam- 
ily” is a term whose meaning may be 
stretched or contracted according to 
whether the writer wishes to appear safe 
and sound, or sensational. 


CHANGES IN VALUES AND IDEOLOGY 


Changes in the functions of the fam- 
ily have been due to two groups of 
causes: first, the development of other 
institutions; and second, changes in our 
cultural values and ideology. Changes 
in values have been due to changes in 
ideology, particularly the replacement 
of theology and metaphysics by science. 
The ultimate values of human life have 
been transferred from the other world 
to this world, and human emotions 
themselves are coming to be the criteria 
for the establishment of values. Chang- 
ing conceptions of child training furnish 
an illustration. In earlier days the 
guiding ideas were obedience, character, 
“bring up a child in the way he should 
zo.” Now we believe in respecting the 
normal “growth and development” of 
che child. Harsh discipline, once 
thought to be salutary, has become 
anathema. Once we were warned against 
the excessive love and overprotection 
into which some parents were led in 
their desire to fulfill their duty accord- 
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ing to modern standards, or in their own 
search for securitv. There arose the 
“don’t kiss the baby” school of thought. 
Following this, some parents went to 
extremes of cold and calculated care, 
and their children suffered from over- 
sanitation and lack of emotional 
warmth. Now, it is hoped, we are 
learning to be intelligently natural. 

These changes may be related in part 
to the shifting of control functions to 
nonfamily agencies. The school, the 
scout troop, and the police see to it that 
the essential rules of living in a complex 
urban society are made known and en- 
forced. The youngster, instead of re- 
garding his father as the chief responsi- 
ble guardian of law and order, often has 
occasion to advise him about traffic reg- 
ulations or rules of sanitation. The 
parent becomes more of a “pal.” 

Yet there is moze than a mere shift 
of the contro] function. There is a gen- 
eral devaluation of the military type of 
obedience, in relation to all control 
agencies. As the concept of democracy 
extends itself, the pattern of automatic, 
unthinking obedience comes more and 
more into disfavor. It declines in the 
school and in the home alike. To pro- 
gressive education it is anathema. Boy 
Scouts and the Civilian Conservation 
Corps cultivate certain informalities in 
order to escape the charge of militarism. 
(But now—let us wait and see!) We 
have here a change in the cultural value- 
pattern which affects all institutions in 
the same direction. 

Finally, the abcve changes in child 
discipline are related to a change in ide- 
ology which affects values but also af- 
fects the means and instruments used 
in the attainment of values. Deeper 
insight into human behavior, furnished 
through science, shows us that military 
obedience is likely to be injurious as a 
means to an end. It tends to develop 
submissive persons and also rebellious 
persons. It encourages the pattern of 


alternating compliance and defiance.” 
It is not so often recommended, even as 
a temporary stage in training, for the 
development of the kind of personalities 
best fitted to live in and develop a de- 
mocracy. 


A SYNTHETIC View oF THE FuTURE OF 
THE FAMILY 


The actual family system of the fu- 
ture will be the result of many kinds 
of changes: changes in the grouping and 
organization of social functions, in cul- 
tural values, in ideology. Its most dis- 
tinctive characteristic will probably be 
its diversity.7* There will be more dif- 
ferent kinds of families than there are 
even now. Some families will go back 
to the land or will in other ways increase 
their economic functions. Others will 
reduce their economic functions and ap- 
proach more nearly to the reproductive- 
emotional family. Families will prob- 
ably specialize and exchange services to 
a greater extent; one home may become 
a neighborhood nursery school, another 
a center for the play of older children, 
another may evolve into a community 
restaurant or dining room. Observation 


-of homesteading experiments suggests 


that these experiments represent not so 
much a return toward family self-suffi- 
ciency as toward the neighborhood or 
community as an economic unit. 

In other respects, homes, instead of 
specializing on this or that service, will 
probably tend to level themselves up 
more nearly to certain standards of uni- 
formity. Greater social planning of 
housing and community structure will 
make for minimum standards. In view 
of the relative cheapness of material 
equipment in America, probably every 

12 Karen Horney, in New Ways in Psycho- 
analysis (New York: W W. Norton & Co., 
1939), sets forth the bases of this pattern, 
which she has described more specifically in 
later lectures. 

18 Folsom, op ci., Chap. XVIIL Also lec- 
tures by Eduard C. Lindeman. 


70 THE ANNALS OF THE AMERICAN ACADEMY 


home will be provided with minimum 
facilities for the cooking and serving of 
food even though the family should find 
it best to eat most of its meals else- 
where because the mother follows an 
outside occupaticn. “More adequate fa- 
cilities for storage of possessions and fo? 
certain types of play and recreation may 
become the minimum essentials of every 
home. Probably nearly every familv 
will continue to perform for itself, 
within its own private dwelling, with its 
own separate facilities, a group of recre- 
ational, educational, storage, and service 
functions in addition to being a repro- 
ductive-emotional group. 

Yet it is likely thet the full time of 
a homemaking woman will less often be 
necessary for the performance of these 
functions, and that the sharing of the 
labor involved among the-members of 
the family group will be more common. 
In fact, the very group unity with which 
the conservatives are so concerned, and 
real democracy as well, are likely to be 
best attained under these conditions: 
(1) delegation of as much household la- 
bor as possible to outside agencies; (2) 
outside employment, full or part time, 
of as many mothers as possible; (3) in- 
terfamily co-operation within a neigh- 
borhood with respect to many func- 
tions; and (4) democratic sharing bv 
father, mother, and children of those 
tasks which are best kept in the indi- 
vidual home. There will always be 
plenty of these tasks, because the elab- 
oration of wants and of recreational 
activities creates new tasks. 


Tue FAMILY AS A PRESENT 
Focat POINT 


The last few vears have witnessed a 
remarkable development of practical ac- 
tion on behalf of the family, supported 
by a wide variety of persons represent- 
ing both the conservative and progres- 
sive schools of thought; for both agree 


that, regardless of what philosophy be 
held regarding the ultimate ends, the 
family furnishes at present a most stra- 
tegic approach to the treatment of many 
types of problems of individual mal- 
adjustment, and also to the positive 
enrichment of human living. 

This movement for family welfare 
and education for family living repre- 
sents the gradual coming together of 
several distinctive movements led by 
several great national associations, in- 
cluding those concerned with child 
study and parent education, social hy- 
giene, home economics, birth control, 
eugenics, mental hygiene, and family 
social work. Several of the associations 
representing these movements were es- 
tablished during the nineteenth century, 
but their federation or co-ordination 
around the central concern of the fam- 
ily took an important step in 1928 with 
the establishment of the National Coun- 
cil of Parent Education, which now calls 
itself, by subtitle, “An Association for 
the Advancement of Family Life.” In 
1936 was organized the New York State 
Conference on Marriage and the Fam- 
ily, a prototype for several similar re- 
gional and state organizations. The 
National Conference on Family Rela- 
tions was established in 1938. 

Many older organizations concerned 
with special phases of family life have 
tended more and more to think in terms 
of the general family-life interest, and 
have joined in committees and confer- 
ences with these newer organizations. 
Regional and local associations and in- 
stitutes for child study, marriage study 
and counseling, and the teaching of 
family relations have been increasing 
and developing. Private associations 
have urged upon government depart- 
ments a greater attention to the family 
units as such, in dealing with relief, de- 
linquency, crime, education, and other 
problems. 


Large-scale institutionalization of 
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children, old people, and delinquents 
has gradually been giving way to the 
cottage system and placement in foster 
homes, as social workers have learned 
to recognize the peculiar values of the 
small family group as long as its atti- 
tudes and emotional life are healthy. 


The 1940 White House Conference 
on Children in a Democracy went far- 
ther than any of its predecessors in ex- 
plicit recognition of the family as a 
medium through which the state and 
the community can best serve the needs 
of individual children. 


Joseph K. Folsom, Ph.D., is professor of sociology 
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chairman of the National Council of Parent Education. 
He is author of “Culture and Social Progress”; “Social 
Psychology” ; and “The Family, Its Sociology and So- 
cial Psychiatry” ; and editor of “Plan for Marriage.” 





A Decade of Marriage Counseling 


By Ernest R. Groves 


F THE history of domestic counsel- 

ing could be written, it would be im- 
pressive to unccver the strength of the 
incentives that, expressing themselves in 
other cultural conditions, have brought 
forth authoritative advice-ziving. An 
example appears in the necessity recog- 
nized by the early leaders of Christian- 
ity of dealing specifically with family 
problems that the new faith made neces- 
sary for succéssful adjustment. St. 
Paul, through his practical endeavor to 
safeguard the Christian ‘amily, was 
forced, although unmarried, to become 
an authoritative counselor. Still earlier, 
in Hindu writings, we find recognition of 
the usefulness of marital counsel. Mar- 
tin Luther and the other leaders of 
Protestantism Lad to assume the task 
of counsel-giving. This demanded wres- 
tling not only with problems of family 
relationships, divorce, and the like, but 
also with problems of sexua_ adjustment. 
Swedenborg revealed how conscious had 
become the problems of sexual com- 
patibility. 


Motrves Born or MODERN LIFE 


In the United States, fram the begin- 
ning we have evidence cf the incentives 
that we now find bringing forth a rapid 
development of counseling service. For 
the most part this service was carried on 
by ministers ard dcctors. Although re- 
garded as incidental to thir calling, it 
was taken seriously by both. Those 
who had the impulse to ask for help 
sought counselors whose professional 
ethics protected confidences. 

The recent developmert of marital 
counseling is a movement indigenous to 
American culture, and not an importa- 
tion. It has, however, especially in its 
clinic expression, been intluenced by the 
European development oi counseling 


along the lines of sex and marriage re- 
lationship? 

The motivations that explain the rapid 
increase of interest in marital counseling 
must be found in our cultural situation. 
Just as the early Church Fathers were 
forced to deal with the problems that 
originated from their new faith and the 
environmental contacts of the believers, 
so during the last decade the adjust- 
ments forced upon people as a conse- 
quence of a highly mecharized and 
rapidly changing culture have again en- 
couraged the seeking of counsel. The 
emotional significance of family disturb- 
ance or marital incompatibility is such 
that disturbances reflecting the difficul- 
ties of adjustment to modern life have 
moved men and women conscious of 
their trouble to seek safe guidance. 
Even though their problems were funda- 


‘mentally difficulties of life adjustment, 
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they were interpreted as peculiarly per- 
sonal and disturbing. This gave an in- 
centive toward advice-seeking rarely 
found in other situations of stress. A 
consequence has been an enormous re- 
sponse, ranging from the most unscien- 
tific and reckless pronouncements of the 
newspaper or magazine feature writer to 
the highly developed marriage clinic 
service. 

The incentives have not entirely come 
through the experience of persons in 
trouble. There have been also incen- 


1 Ralph P. Bridgman, “Guidance for Mar- 
riage and Family Life,” The Annals of The 
American Academy of Political and Sccial Sci- 
ence, March 1932, p. 144; Mare E. Kopp, 
“The Development of Marriage Consultation 
Centers as a New Field of Social Medicine,” 
American Journal of Obstetrics and Gynecol- 
ogy, Vol. 26, No. 1 (July 1933), pp. 122-34; 
Joanna C. Colcord, “The Matrimonial Advice 
Bureau,” The Family, Vol. 5, No. 3 (May 
1924), pp. 61-63. 
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tives originating in a social leadership 
that has come to realize how useful 
counseling is. This has had two ele- 
ments that have become prominent dur- 
ing the last decade: an emphasis on 
prevention of trouble through proper 
preparation, and an appreciation of the 
resources now in the hands of science 
both for preventing trouble and for help- 
ing those in difficulty. This application 
of preventive scierce in the field of 
marital adjustment is the most signifi- 
cant achievement of the counseling 
movement during the last ten years. Its 
significance is not found merely in the 
counseling service that approaches a 
profession, whether carried on by an 
individual or a clinic, but in the broader 
appreciation of the value of preventive 
counseling on the part of educators, 
social workers, ministers, and others who 
are close to the experiences of youth 
who are about to be married and those 
who from time to time must make re- 
adjustments in their matrimonial careers. 

The fact that there is such constant 
and widespread discussion of marriage 
problems discloses how conscious Ameri- 
can people are of the difficulties of mar- 
riage adjustment in our present culture. 
The interest, in spite of the exploitation 
it has received, has stimulated the more 
serious efforts to provide a safe counsel- 
ing service. The attention that marriage 
and family problems receive in various 
forms of public discussion has not only 
made all social service agencies sensitive 
to the sex and marital problems of 
American youth, but has also encour- 
aged the taking over of the counseling 
function by professional men and women 
and by special organizations as a specific 
undertaking. 


ENVIRONMENTAL PRESSURE AND 
DEMAND FOR COUNSEL 


The interest of college young people 


in preparation for marriage has removed 
the idea that domestic counseling is 


merely for the handicapped or the in- 
capable. The development during the 
last ten years in the colleges has been 
marked. It is an independent move- 
ment, but one that has become allied 
with the larger American enterprise best 
illustrated by the Family Welfare So- 
ciety. 

It is fortunate that human mating is 
so much an impulse. If this were not 
true, the widespread attention now given 
to marriage problems, especially in 
popular literature, would discourage 
many from matrimony. Naturally, the 
problems of marriage receive more dis- 
cussion than its advantages. Little ef- 
fort is made, as a rule, to interpret the 
difficulties of the unmarried. Instead of 
lessening the desire for marriage on the 
part of American young people, the ma- 
terial that appears in newspapers, maga- 
zines, and popular books has tended to 
make them conscious of the difficulties 
of marital adjustment, and this has in- 
creased their incentives for counsel. 

Young people, through their own ex- 
perience and their contacts with married 
couples, have become more convinced 
than in times past of their need of pre- 
paredness for marriage. At the same 
time they are generally receiving from 
parents and other persons of experience 
less of the incidental help that formerly 
made entrance into marriage safer. This 
conviction of need on their part has be- 
come itself a stimulant to counsel-giving. 

Young people tend to welcome the 
idea of prevention. They seek counsel 
before they marry, and are therefore in 
sympathy with those who stress the 
value of insight and scientific resources 
as a means of preventing marital trouble. 
This attempt to anticipate is especially 
pronounced in the colleges, and is tend- 
ing to lessen the emphasis on maladjust- 
ments caused by lack of readiness for 
marriage. This influence, which is 30 
strongly coming from the college group, 
is also in line with the attitude of sci- 
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ence generally, and the spizit of social 
workers. 

There are therefore two <ypes of coun- 
seling—the one with emphasis upon 
preparation as a means of preventing 
trouble, and the other stressing the in- 
sight of science as a mean3 of dealing 
with problems that have arisen. In the 
development that is occurring along both 
lines, we see a greater dispcsition to re- 
gard marital adjustment as included in 
the larger program of satisfactory ad- 
justment to life itself. The attempt to 
remedy specific problems is being more 
and more influenced by the philosophy 
of preparedness and prevention. 

In the preventive work, the effort is 
rather to help young people to become 
understanding and ready for problems 
that are not yet clearly evident, although 
they are strongly irdicated by the im- 
agination. The best counseling does 
not attempt to build any idea or formula 
along this line, or any stereotyped tech- 
niques, but instead to build attitudes 
and a fact-facing disposition which can 
greatly help the individual in whatever 
circumstances he finds himself. 


POPULAR COUNSELING 


During the last ten years the exten- 
sion of counseling has continued along 
the lines described by Bridgman.’ 
There is need, however, of recognizing 
the importance of the popular type of 
counseling, because of the large number 
of people it reaches. This appears 
chiefly in newspapers, magazines, and 
books that cater to the general public. 
The hazards of this type of counseling 
are largely due to the handicap of the 
author who is obliged to conform to a 
style and a journalistic policy which 
tend toward exaggeration. dogmatism, 
and sentimental stacement. 

There has, however, been a consider- 
able improvement during the last decade 
in such attempts to interest readers in 


3 Ralph P. Bridgman, of. cir. 


problems of courtship and marriage. 
The work in the colleges, with the ac- 
companying emphasis on medical and 
social science, has not been without its 
influence. There has also been improve- 
ment because of the new type of writer 
that has appeared. An example is the 
department of Dr. Valeria Parker in 
Romantic Story, The best of these 
popular writers have increased the 
awareness of young people of the need 
of preparation for marriage, and have 
heightened the insight of those already 
dealing with matrimonial adjustment. 

The danger in the popular writing has 
been the encouragement of self-diagnosis 
of trouble, and the identification of the 
reader with persons whose experiences 
seem similar but are in fact fundamen- 
tally different. Much of this writing is 
best described as exploitation. How- 
ever, it always gives evidence of a gen- 
eral feeling of need on the part of most 
young people, and the trend is unmis- 
takably toward a wiser type of writing. 
In spite of this improvement, however, 
a comparison of this material with the 
popularizing of preventive medicine and 
the health program in newspapers re- 
veals the inferiority of the former. 

The radio has become a means of at- 
tempted counseling. Its dangers are 
even greater than those of popular litera- 
ture, especially when any effort is made 
to convey specific counsel for those 
troubled by individual situations. There 
is such interest in this type of broad- 
casting that it seems certain to continue 
and probably to increase. Much of it is 
under commercial sponsorshi>, and this 
will tend to emphasize a highly dramatic 
and appealing type of discussion, which 
can be extremely hazardous, especially 
when everything is done to invite a cor- 
respondence which is used as evidence 
of the advertising value of the discus- 
sions. The more competent type of 
broadcasting will stress principles rather 
than attempt quick diagncsis of do- 
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mestic situations, and will direct the 
hearer to seek the resources of science 
from a qualified specialist prepared to 
deal with the specific type of problem 
involved. 

There is more of this helpful radio 
counseling than was true when the inter- 
est first appeared in radio broadcasting. 
The best of it is under the sponsorship 
of some social organization, and is con- 
tributed by a specialist in counseling 
rather than by a professional lecturer. 
It seems fair to say, however, that this 
radio form of counseling represents the 
greatest danger in the present advice- 
giving movement. 


Soctat Work 


The general tendency in social work 
toward greater realization that social 
problems as experienced by individuals 
must be viewed as the latter’s struggles 
to adjust to life, rather than as specific 
or isolated problems, is especially evi- 


dent in the field of marital counseling. . 


Indeed, there is constant recognition 
that nearly all problems of adults con- 
tain in some form, as a complication if 
not as a major element, expressions of 
the mating problem. The social worker, 
therefore, sees other than marriage prob- 
lems in their relation to the marriage 
situation, and matrimonial incompati- 
bilities as expressed in the total environ- 
mental situation of the person in trouble. 
During the last decade there has been 
considerable progress in emphasizing 
counseling specifically dealing with mar- 
riage problems. This has been promi- 
nent in the program of the Family Wel- 
fare Society. In some instances there 
has been an attempt, by a change of 
title, to encourage the coming of clients 
with domestic prcblems, and an effort 
has been made to build in the mind of 
the public the idea that such agencies 
are no longer content with the remedial 
program of the past, but are committed 


to the type of domestic assistance which 
is basically preventive and scientific. 

Another trend, which also is motivated 
by the desire of serving the client in ac- 
cord with the changing conceptions of 
social work, has been the addition to the 
staff of experts qualified to deal with 
various aspects of domestic difficulties. 
Great progress has been made in social 
work in building a technique for the dis- 
covering of problems and in directing 
those in difficulty to other specialists, 
that the client may have the advantages 
of the necessary scientific treatment. 
There has been a decided increase in the 
awareness of social workers of the im- 
portance of the mating interests, and a 
greater appreciation of the value of 
causal diagnosis of matrimonial incom- 
patibilities. 


THe CLINIC 


The tendency in the clinics also has 
been toward greater emphasis on serv- 
ices that are directly related to marriage 
and family maladjustments. The fertil- 
ity and birth-control clinics appear to 
be moving toward a wider functioning. 
It has been found through experience 
that many of the clients who come for 
birth-control information or for assist- 
ance in dealing with infertility also need 
counsel in meeting matrimonial situa- 
tions. The client has been demanding 
more than services having to do with 
contraceptives and the clinics have re- 
sponded to this increasing pressure for 
general domestic counseling. The same 
tendency has appeared, perhaps not 
quite so clearly, in other types of clinics. 
The alliance of these organized special 
services and the general counseling is so 
natural and so much desired by clients 
who themselves realize that they are not 
dealing with isolated problems, that it 
seems certain that there will be an in- 
creasing provision for counseling by 
various types of social clinics. 

The major function of the clinic, how- 
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ever, is often a barrier to such services. 
Some men and women will refuse to go 
to a birth-control clinic, for example, 
merely because of their hostility to tae 
idea of contraception. We find the same 
tendency here that appears in social- 
work organizations, to lessen this handi- 
cap by a title that is more inclisive and 
more in accord with the type of service 
now available. It may prove that this 
limitation is merely temporary, and that 
as a more mature type of service be- 
comes better known, the clinic will more 
end more find itself concerned with 
counseling as one of its most important 
functions. In both the social-work or- 
ganization and the clinics, there is need 
of drawing the middle-class client, who 
at present often hesitates to seek the 
service available because of the idea that 
it is directed chiefly to the underprivi- 
leged classes. 


Tae MARRIAGE COUNSELING CLINIC 


During the last decade there has been 
an increase in the organization of clinics 
that are primarily concerned with do- 
mestic counseling. Tha best known of 
these is the oldest, The Institute of 
Family Relations in Las Angeles.’ 

Not only are there more of these 
clinics, but they are becoming more 
_ highly organized and are assuming a 
wider program. They are increasingly 
stressing prevention preblers. This 
leads necessarily to empaasis on educa- 
tional activities. It also leads to the 
placing on their staffs of various spe- 
cialists. This brings about a relation- 
ship between various clinics, not only in 
the same community, but in different 
parts of the country. The correspond- 
ence that comes from persons who are in 
trouble and who have become acquainted 
with the work of the clinic has made 


8 Emily H. Mudd, et al, “Brief Descrip- 
tions of Typical Marnage and Family Coun- 
selling Services,” Parent Education, Vol. 3, 
Nos. 1-2 (April-May 1935), pp. 17-33. 


necessary this co-operation, A great 
part of the service of the clinic is sug- 
gesting to the client who has written for 
help that he seek it in a nearer organi- 
zation. 

In the marriage counseling clinic we 
find the same tendency toward seeing 
domestic problems as difficulties of tke 
total personality that is so evident in 
social organizations.‘ These clinics and 
individual counselors are doing much to 
clarify the program of counseling. The 
following extract from a recent report 
well summarizes present thinking: 


Points relating to preparation for mar- 
riage which were discussed. and on which 
there was general agreemert, were: 

1) Sex education should b2 given earlier, 
and to a greater extent in the schools 

2) More instruction is needed in medical 
schools on contraception and marriage 
adjustment. 

3) Marriage counsels should be divorced 
from hospitals and psychiatric clinics. 
There should be more community or- 
ganization of counselirg service. It 
should, perhaps, be a function of a pub- 
lic health program. 

4) Marriage counselor should be a person 
at peace with himself, not necessarily 
married, who has definite bodies of per- 
tinent information upon which to draw, 
who does not impose his own judgments 
or emotional problems on the client, 
and who can help the client make his 
own decisions. 

Interrelationship is needed of many 
different professional groups in the field 
of counseling. 

£) The goal cf premarital counseling is not 
only to help the client with the present 
problem and to give him equipment for 
making a future adjustment, but to lay 
the foundations for happy family life 
that will prepare the client’s childrea in 
their turn to establish successful family 
life of their own. 


«Emily H Mudd, “Marriage Counseling as 
Afforded by Recently Developed Marriage and 
Family Counseling Clinics,” The Family, Jan. 
1938. 
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6) Premarital courseling is thus working 
toward the ultimate elimination of the 
need which ıt now serves.” 


THE CHURCHES 


During the last decade there has been 
a marked change of attitude regarding 
domestic problems on the part of the 
churches. Ministers, especially thcse 
who are recent graduates from the semi- 
naries, are beginning to feel the need of 
carrying on counseling work as part of 
their pastoral service. However, the 
Protestant ministers as a whole are not 
yet doing much actual counseling. 
There is noticeable lack of effort to pre- 
pare young people for marriage. Some 
of the service that is provided is ex- 
tremely superficial and of little real 
value. 

The greatest need at present is a more 
specific training of ministers in the semi- 
nary. This should free them from the 
compartment attitude which the clergy- 
man so often takes as he attempts to 
deal with matrimonial preparation or 
matrimonial problems. He seeks to 
draw them into his conviction that be- 
cause of their sodiritual values they 
should be given a religious interpreta- 
tion, forgetting that religion covers all 
life. The pastor is drawn toward litera- 
ture that seems to be especially Chris- 
tian on account of its vocabulary, when 
what he needs is the insight of science. 
The spiritual significance of successful 
marriage is embedded in the experience 
itself. Failure to realize this is at pres- 
ent a handicap of the ministerial coun- 
seling. 

The Federal Council of the Churches 
of Christ in America, through the leadez- 
ship of L. Foster Wood, has done much 
to encourage marriage counseling among 
Protestant ministers and to increase and 
improve its technique. The influence of 


5Emily H. Mudd, “Report of Committee 
on Marriage and Family Counseling,” Living, 
May 1940. 


the work headed up by Rev. Edgar 
Schmiedeler has also been significant in 
the Catholic Church. The functioning 
Catholic priest has always of necessity 
had to deal with concrete family and 
marriage situations. 


Tue Docror ° 


The physician is constantly forced to 
deal with situations that involve some 
form of matrimonial difficulty. He re- 
ceives more requests for help than is 
generally supposed. On many occasions 
he realizes that there is need to deal 
with some matrimonial difficulty even 
though it is not recognized by the pa- 
tient, or at least is not openly admitted. 
There is little in the physician’s training 
that prepares him for domestic counsel- 
ing. As a result, he often expresses 
opinions that are merely personal con- 
victions or dogmatic assumptions, be- 
cause he is unwilling to admit the com- 
plexity of matrimonial maladjustments. 
He is often little acquainted with the 
literature that has developed through 
marriage counseling, and is not inter- 
ested in such discussions—at times is 
actually hostile to them. 

It appears that the only course in any 
medical school attempting to give a 
medical background for those dealing 
with marriage counseling is at Duke 
University under the direction of Dr. 
Bayard Carter, as a part of the graduate 
program of the University of North 
Carolina and Duke University. This, 
however, is not as yet for those plan- 
ning to become doctors, but for those 
who are looking forward to teaching and 
counseling in the field of marriage and 
the family. There is general need of 
some emphasis in the doctor’s prepara- 
tion on domestic experience, justified on 
account of the character of his work, in 


8 Robert L. Dickinson, “Contraception, Ster- 
flization, and Hygiene of Marriage,” American 
Journal of Obstetrics and Gynecology, Vol. 31, 
No. 1 (Jan. 1936), pp. 165-68. 
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spite of the fact that his curriculum is 
heavily crowded. There is also great 
need for those engaged in domestic 
counseling to gain the interest and the 
confidence of the physician.” 

In any survey of the situation of the 
doctor, an exception must be made with 
reference to two contributions. One is 
the growing recognition of the value of 
the premarriage examination according 
to the Dickinson technique. In this 
very important service the leadership of 
the National Committee for Mental Hy- 
giene has been most influential. This 
has been backed up by cours2s in mar- 
riage in the colleges, where great stress 
has been put on the value of the pre- 
marriage examination. The second is 
the fact that the psychiatrist has not 
been unappreciative of the significance 
of domestic adjustment. A large part of 
his work, especially in the case of the 
psychoanalyst, has dealt witk problems 
of the mating impulse in one form or 
another. The psychiatrist therefore has 
necessarily carriec on a very significant 
counseling service. His background 
leads him to see the deeper implications 
of the individual situation, and there is 
always the hazard that he see more ab- 
normal significance than is justified by 
the practical difficulty the client faces. 


Law 


In the profession of law, as far as the 
rank and file are concerned, there has 
been little growth of interest in marriage 
counseling during the last decade. 
There has, however, been increased 
awareness on the part of some of the 
leaders, of the lack of concern for a 
more constructive attitude toward such 
marital problems as ccme to the lawyer. 
The lawyer is handicapped in preventive 
marital counseling by receiving chiefly 
problems that have matured to a crisis, 

TJ. Rosslyn Earp, “Gametology: A Plea for 


a New Specialty,” Medicu Journal and Rec- 
ord, Vol. 131, No, 12 (June 18, 1930), p. 600. 


and even more by his formal back- 
ground. The awakening of some of the 
leaders to this neglect of an opportunity 
for service by the profession has ap- 
peared in the influence that Paul Sayre, 
professor of law at the University of 
Towa, and others have had in organizing 
the National Conference of Family Re- 
lations. The family court, where it 
exists, has continued its functioning, 
which necessarily includes practical 
counseling. However, it also has to deal 
to a large extent with problems that have 
ripened into domestic tragedies. Courts 
of domestic relations and juvenile courts 
also have necessarily assumed responsi- 
bility for specific counseling. 

There is great need of including in 
the training of the lawyer more sociologi- 
cal and psychological science, in order 
to encourage his disposition to settle do- 
mestic difficulties when possible, rather 
than to look upon divorce as the way 
out of incompatibility. There is also 
need of providing in the training of the 
marriage and family counselor more ap- 
preciation of the legal conditions that 
necessarily influence those who try to 
help people who are in domestic diffi- 
culty. These two needs have been 
recognized by the seminar ° directed by 
Professor John S. Bradway at Duke 
University Law School, which is elected 
by law students and by other graduate 
students who are preparing for family 
counseling. Nothing more clearly illus- 
strates the existing distance between the 
legal and the counseling points of view 
than the discussions that result from the 
coming together of the two groups. 


EDUCATION 


The educator who offers courses in 
marriage and the family invites con- 
fidences and in greater or less degree 
carries on counseling. Since there has 
been during the decade an increase of 


8 Part of the Duke-Carolina University co- 
operative program. 


, 


A DECADE oF MARRIAGE COUNSELING 79 


courses not only in colleges but also in 
organizations such as the Young Men’s 
and Young Women’s Christian Associ- 
ations, in churches, and even in the 
high schools, the demand placed upon 
teachers for counsel-giving has been in- 
creased. There is great need for teach- 
ers who assume such responsibility to 
give more study to the complexities of 
human behavior. Lack of scientific 
background tends to make teachers sat- 
isfied to give advice that largely ecaoes 
their own experiences or issues from 
sentiment or unrealistic ideas. 


PROFESSIONAL COUNSELORS 


There has been some increase in the 
number of persons who carry on coun- 
seling as their chief professional service 
or as an important by-product. The 
greatest hazard of all in the field of 
counseling comes from the exploitation 
of the growing desire for it. The only 
possible protection must come from a 
more general education of the public, 
that they may realize the responsibilities 
that belong to the counselor. This will 
lead to a demand for a standard of 
ethics which alone can safeguard ccun- 
seling. It seems likely that most 
professional counselors will maintain 
alliance with some sort of clinic or edu- 
cational agency as a means of guaran- 
teeing the quality of their services. The 
middle class seem more willing to go to 
the individual counselor than to a clinic, 
but are unwilling to make confiderces 
unless assured of the responsibility of 
the counselor. This feeling of security 
is best furnished by relationship with 
some well-established organization. 


CHILD WELFARE 


The growth of marital counseling di- 
rectly affects the welfare of the child. 
It is becoming more and more apparent 
that in order to give the child adequate 
preparation for life, there must be a 
good adjustment of husband and wife. 


It is not sufficient to have the proper 
relationship of a parent and a child. 
Marital tension in parents becomes an 
obstacle to the normal development of 
the child. A great part of the incom- 
patibilities that arise in husband-wite 
relationships are needless, due to ig- 
norance or to some maladjustment that 
can be removed, and are commonly 
difficulties that are directly or indirectly 
related to sex. Often they are problems 
that can be more easily solved than 
those connected with finances, emotional 
immaturities, abnormal mechanisms, cr 
those basically physiological. Fre- 
quently, however, the insight must come 
through the assistance of the expe- 
rienced counselor. : 

Experience discloses the fact that the 
adjustment of the child in the family is 
directly related to the marital situation 
of husband and wife. Marital incom- 
patibility cannot be abstracted and 
dealt with in isolation. The coming of 
the child into the home becomes a per- 
sistent influence that appears in the 
relationship of husband and wife. The 
marital counselor therefore becomes in 
fact the domestic counselor. The line 
between the marriage problem and the 
home cannot be drawn, nor does the 
practical counselor attempt such a sep- 
aration. 

During the decade there has been a 
marked growth in the realization of 
what can properly be called the totality 
of the domestic experience. The child 
has come to have an individuality in the 
home setting as definite as that of the 
husband or the wife. The counselor has 
learned the need for making the fullest 
use of child psychology and the contri- 
bution of social science as it interprets 
family relationships, as he attempts to 
give counsel to a husband or a wife 
who is conscious of marital incompati- 
bility. The trend is unmistakably to- 
ward a clearer recognition of the rights 
of the child and an appreciation of the 
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inherent difficulties of his developing 
career as he moves from infancy through 
adolescence toward independen: matu- 
rity. 


A COMPLEX PROBLEM 


The counselor no longer szeks ta 
handle marital problems as if there were 
recipes or formulas for the solution of 
types of difficulties. He has become 
sensitive to the complexity and the 
interrelationship of factors in ny spe- 
cific problem. This is leading him to- 
ward greater individualizing of family 
problems as he seeks a causal under- 
standing as a means of helping someone 
in trouble. Thus the marital counselor 


is making his contribution to the pres- 
ent tendency in services for children by 
interpreting each problem as the expres- 
sion of a complexity of environmental 
and personality influences. The work 
carried on by the child specialist in like 
fashion is influencing the counselor as 
he tries to handle what on the surface 
seems to be a difficulty of a husband or 
a wife, but which, when given sufficient 
analysis, is often found to have ever 
widening implications. No progress 
during the last decade is more promising 
taan this realization of the sizableness 
of marital problems and the significance 
of the parental element, either poten- 
tially or actually present. 


Ernest R. Groves is professor of sociology at the 
University of North Carolina, Chapel Hill, and prest- 
dent of the Marriage and Ramily Council, Inc. He 
has pioneered in the development of education for 
marriage and family life, as author and teacher. 


Parent Education 


By Smonte MATSNER GRUENBERG 


ARENT education as an orgarized 

and conscious endeavor has been a 
development of the past half-century in 
America. In no other country has there 
been, or is there today, such widespread 
and intensive effort in this field of edu- 
cation, And in no other country has it 
been, as it is in America, a folk move- 
ment, given impetus not by any Lody 
of educators but by the expressed needs 
of parents themselves. 

Miss Jean Carter, in her excellent 
survey of the feld, in attempting to 
describe parent education activities, 
quotes Alice-in-Wonderland: “I didn’t 
say there was nothing better; I said 
there was nothing like it.” _ 

The past ten years have seen con- 
spicuous changes in this unique aspect 
of education, but the greatest change 
in recent years has been the recognition 
of the family rather than the indivicual 
child as the center of concern. Parents 
are seen as persons, and not merely as 
technicians who might improve their 
skill as minders of children: and their 
problems are those of human beings liv- 
ing in relationships with other human 
beings, especially as members of the 
family. 

The expansion of parent education 
has been not merely “more of the 
same,” but has been actually in new di- 
rections, Whereas parent education as 
a conscious movement had been at- 
tempting to bring to rather favorably 
situated parents the benefits of expert 
knowledge and research, or to bring to 
the underprivileged the barest essentials 
of the established techniques in child 
care, we have suddenly discovered that 
millions of families of a wide range of 
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social status are in need of such educa- 
tion and want it. 

These two changes, one quantitative 
and the other in the approach of tha 
educators, have themselves involved sig- 
nificant changes in methods and content, 
and also in the organization of the work. 
A further concomitant is the rapid tak- 
ing over of the parent education mate- 
rial and point of view by numerovs 
agencies that had previously developed 
their special services and techniques 
without due consideration of all the 
family needs. All groups that have to 
work with children have been coming to 
recognize that the education of the 
parent is an important and integral part 
of their program. For a time, the edu- | 
cation of parents meant to the workers 
and leaders in such groups merely the 
business of getting parents to co-operate 
—to accept whatever point of view and 
procedures they offered as in the best in- 
terest of the children. Increasingly, 
however, social workers, public health 
nurses, home visitors, and recreation 
leaders are finding that parents and 
families are worthy of special study and 
understanding. Accordingly there is an 
increase of courses on the family, child 
psychology, human relations, and other 
parent education subjects in the training 
of all sorts of community workers, in- 
cluding teachers. 


EXPANSION OF PARENT EDUCATION 


The expansion of parent education to 
the low income groups, and to families 
that had previously had little educa- 
tional opportunity, including especially 
rural groups, has been largely due to the 
continuing economic depression. In the 
administration of relief there was dis- 
closed widespread need for help on the 
most elementary problems of managing 
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the budget, the diet, the clothing, and 
the physical care of children. The sew- 
ing rooms and other rehabilitation proj- 
ects offered unexpected oppcrtunities 
for introducing educational procedures. 
The development of nursery schools, 
play schools, and other prcjects in 
which W.P.A. workers and young 
women on the N.Y.A. stipends could 
be used, opened the way for organizing 
large numbers of mothers for activities 
that naturally evolved into parent edu- 
cation experiences. 

It is impossible to estimate the num- 
ber of parents who have been reached 
through the emergency programs, since 
in a large proportion of the cases the ex- 
pression “parent education” has not 
been used at all. These programs are, 
however, likely to point the way to sig- 
nificant developments in continuing par- 
ent education, for they deal directly 
with the practical problems of people 
who want to learn how to make better 
homes for themselves and their families. 
Most of these families could never have 
been reached by the parent-teacher as- 
sociations: the mothers coulc not af- 
ford the membership fees, ror could 
they afford to dress in a manner becom- 
ing to attendance at meetings. 

The use of the radio has meant an- 
other expansion in the areas served; and 
while the numbers of families reached 
by this medium cannot be accurately 
estimated, we know that they are very 
large, and that they include many in 
isolated homes and rural groups not 
otherwise reachable by any organized 
education. 


METHODS 


The ancient methods of education by 
means of lectures had, early in the par- 
ent education movement, given way to 
discussion or study groups. As long as 
such work was confined to parents who 
were able to use more or less formal 
academic tools and reading materials, 


this study-discussion methed served ade- 
quately. Educators had, of course, gen- 
erally recognized the value of discussion 
and of participation by the learners, 
both as facilitating the learning and as 
an aid to releasing tensions, to shifting 
the attitudes from anxiety to self-con- 
fidence. It was recognized, too, that in 
this field the learning of facts is of far 
less importance than the acquiring of 
attitudes. But with the expansion of 
parent education to less privileged 
groups, came the need to adat the 
methods to illiterate or foreign-language 
parents; for in such groups discussion 
does not come as a matter of course, 
and only exceptionally skilled leaders 
are able to direct informal group con- 
versation in a way that will prove 
profitable. 

It is characteristic of the new under- 
takings that the immediate interests and 
needs of parents quickly come to the 
surface and make possible “education” 
which the parents would reject if offered 
under that title. Indeed, the most 
ignorant are likely to be most sensitive 
to the implications that they do not 
know all they need to know in order to 
bring up their children in the best way. 
Increasingly these groups become articu- 
late and discover that they can get help 
on every phase of the family’s daily 
living. 

The organization of nursery schools to 
take care of young children has in many 
cases served to bring parents into con- 
tact with children other than their own 
in learning situations. In some nursery 
schools and play schools parents take 
turns in assisting the teacher and thus 
learn about individual differences, child 
psychology, child development, and 
methods of guiding and training. Where 
parent assistance is not used, the con- 
ferences between parents and teachers 
serve to give many parents valuable 
help—even though they might hesitate 
to come for any kind of education. 
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From an educational point of view, 
the most successful undertakings appear 
to be in situations that are in some ways 
the most hopeless. The attempt, for ex- 
ample, of impoverished and discouraged 
fathers and mothers, under suitable lead- 
ership, to rehabilitate a shack and con- 
vert it into a nursery school enlists all 
the enthusiasm and talents and resource- 
fulness of the community. They cannot 
make a school like any approved model, 
but they can improvise in terms of what 
is essential; and fathers as well as 
mothers become interested in taking ad- 
vantage of the good ideas that direct the 
equipment and management for their 
children’s health and growth and well- 
being. They are also learning to im- 
prove their own homes and to manage 
them more satisfactorily. 

A more formal use of play schools and 
play groups for the education of parents 
includes, in some places, the directed 
observation by the mothers of the chil- 
dren at play. The mothers keep rec- 
ords of their own children for a period; 
or they watch for various types of be- 
havior, noting the method used by the 
teacher in meeting conflicts or “prob- 
lems.” Later they analyze and organize 
their observations, compare notes, and 
discuss interpretations and applications 
of what they have been able to learn. 


CONTENT 


The rapid extension of parent educa- 
tion bas in itself involved a change in 
emphasis upon the content. The earlier 
study groups sought better techniques 
of managing children, better methods cf 
maintaining discipline, and specific solu- 
tions to the specific problems that arise. 
Many educators still offer specialized 
counsel, and just as many parents stiil 
demand separate answers to their several 
difficulties. But parent education has 
been moving towarc. a recognition of the 
whole child—and eventually of the whole 
family—as the unit of concern. We 


hear less and less of cases being treated 
as if a situation called for better disci- 
pline or better housing, for mental hy- 
giene or for improved nutrition. More 
and more we recognize that psychiatry 
cannot operate in a vacuum, that social 
conditions do affect emotional needs. 
At the same time, social workers, who 
are naturally distressed by the physical 
conditions in which their clients are 
forced to live, are learning that even if 
we step up a family’s income there may 
still be difficulties, that even well-nour- 
ished individuals may suffer from in- 
security or mistrust. 

Parents have been learning, too, that 
their own lives and their own growth are 
essential factors in the well-being of 
their children; and their interests are 
extending to cultivating personal hob- 
bies and to concerning themselves with 
what is happening in the larger world 
around them. They are interesting 
themselves in outside agencies as these 
affect their own children—radio and the 
movies among others—and finding it de- 
sirable to unite with other parents to 
bring about desired changes. 

Parents who deliberately seek educa- 
tional help have apparently become more 
and more self-confident. Many still ask 
for information or guidance in an apolo- 
getic mood, reproaching themselves for 
not being so well informed or so skillful 
in managing their children as they 
“ought” to be. Generally speaking, how- 
ever, we may say that as education be- 
comes more widespread parents feel less 
need to apologize, and conversely, edu- 
cators seem less disposed to scold the 
parents or to make them feel guilty and 
anxious. It is coming to be generally 
conceded by the educators and accepted 
by the parents that parenthocd in this 
complex and rapidly changing world is 
an important and challenging function 
that calls for and should receive special 
help wherever and in whatever form it is 
available. 
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ORGANIZATIONS 


The national orgarizations reported 
on ten years ago are still continuing 
their programs, adjusted, of course, to 
changing conditions. The olcest among 
these—the Child Study Assoziation of 
America and the National Congress of 
Parents and Teachers—have been in ex- 
istence for over fifty years. The Ameri- 
can Association of University Women, 
the American Home Economics Associa- 
tion, and the American Social Hygiane 
Association have all been carrying on 
national programs for fifteen years or 
more. 

Among the state universities, the Iowa 
Child Welfare Research Statizn and the 
Minnesota Child Developmer: Institute 
have had the longes: contizuing pro- 
grams. Their experiments and con- 
tributions include extensive work in 
child-development research, making use 
of all facilities, such as the radio, the 
movies, and others. Other colleges and 
universities have introduced parent edu- 
cation projects of varying scope. 

The most significant development has 
been the systematic inaugurazion of par- 
ent education under state sdministra- 
tions. Notable and continuous work has 
been done in California and New York, 
where the program is under the State 
Department of Education. However,’ 
some sixteen states have full-time parent 
education specialists working under the 
departments of Vocational Home Eco- 
nomics, Co-operative Extension Service 
of Agriculture and Home Economics, 
and so forth. Some of these projects 
are financed under the Smith-Huzhes 
and the Smith-Lever appropriations. 

It is perhaps significant that the titles 
of workers in these areas heve changed 
from “parent education specialist” to 
“specialist in family relationships” or 
“specialist in family life.’ This trend 
has also been reported by zhe Merrill 
Palmer School, where “thinEing has be- 


come family centered rather than child 
centered” and where the broadened 
courses have concerned themselves more 
“with life in the family, with the par- 
ents’ needs as individuals as well as 
their needs as parents.” The Chicago 
Association for Child Study and Parent 
Education has recently changed its name 
to the Association for Family Living, 
which illustrates the same trend. 

But perhaps the most significant shift 
of auspices and extension of services 
during the past decade has come about 
through the sponsorship of the program 
under the Works Progress Administra- 
tion. This program has reached many 
groups that had not hitherto been 
served. It reaches actual and prospec- 
tive parents (through the National 
Youth Administration) and has system- 
atically developed leadership on a large 
scale. In this development the special- 
ist in family life has gradually taken on 
the function of a consultant and guide 
for the lay leaders. Nearly a quarter of 
a million adults were attending the vari- 
ous types of classes and groups in the 
W.P.A. family life education program at 
one time. The adult ecucation division 
of the W.P.A. has in many states in- 
cluded family life programs. 

The Home Economics Education Serv- 
ice of the United States Office of Educa- 
tion has within the past year developed 
four demonstration centers selected to 
represent different regional needs and 
problems. In each center there is a 
council representing the varicus inter- 
ests of the community that are related 
to family life. These councils are mak- 
ing continuous studies of community 
problems and resources affecting family 
welfare. In Toledo the main purpose is 
that of co-ordinating the educational re- 
sources of the many social agencies and 
the public schools. In Wichita the main 
concern is with improving housing con- 
ditions that affect family life adversely. 
In Obion County, Tennessee, there has 
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been a great deal of practical co-opera- 
tion among all the private and public 
agencies concerned with family welfare, 
resulting in additional health facilities, 
a county-wide recreation program, and 
the addition to the library of books on 
child development and parent educaticn. 
In Box Elder County, Utah, the church 
and the schools are developing a family 
life education program.? 


AcapEmic DEVELOPMENTS 


More and more colleges and universi- 
ties have been offering courses and semi- 
nars designed to help young people to 
prepare for marriage, and these courses 
have increasingly included instruction on 
the problems of parents as makers of 
homes and guides for children. Detailed 
information on hand by the end of the 
academic year indicated at least forty 
institutions offering such subjects as 
“Marriage and the Family,” “Human 
Relations,” “Marriage and Family R2- 
lations,” in some fifty-odd distinct 
courses. It may be suspected from the 
academic accounts that some of these 
courses are little more than the tra- 
ditional sociological courses on the his- 
tory and functions of the family institu- 
tion; but there is every indication that 
the college officials who come closest to 
the students are aware of the need for 
something more directly aimed at tke 
adjustment of men and women to mar- 
riage and parenthood. Some of the col- 
leges have included such courses for 
prospective teachers, as well as for the 
undifferentiated students who are pre- 
sumably to marry and establish their 
own homes. 

Numerous tentative experiments with 
courses oriented toward homemaking 

2 No article on parent education would te 
complete without a discussion of the growth 
of family consultation services, and this topic 
has been omitted only because it is treated in 
a separate article in this volume. (See “A 


Decade of Marriage Counseling,” pp. 72-80. 
Ed.) 


. ships. 


have appeared in secondary schools for 
over twenty years. The much older 
work in “home economics” has steadily 
changed its character to take cognizance 
of the family as a living relationship, 
something vastly more important—and 
more difficult to “teach”—than the home 
as a habitation with its equipment and 
appliances to be managed. Courses for 
boys on homemaking are also gaining 
place. 

Many colleges and universities include 
in their summer programs courses in 
parent education and family relation- 
In Colorado, for instance, the 
State Parent Education Council has been 
arranging for summer courses in parent 
education, offered to parents, lay lead- 
ers, and teachers. Each course consists 
of lectures, discussions, and conferences, 
and lasts one week. The courses are of- 
fered at six of the institutions that con- 
duct summer sessions, and they are given 
by a national leader in the field, invited 
by a committee of the Council. 

A unique parent education project is 
the Euthenics Institute at Vassar Col- 
lege, which has been bringing together 
family groups for summer sessions. In 
recent years more social workers and 
teachers have joined with parents in the 
intensive study of the contributions of 
science to family life. The presence of 
the children with a demonstration school 
enables parents to learn a great deal at 
first hand; and the presence of the en- 
tire family is especially illuminating to 
teachers, who get a new view of what 
education means outside the classroom. 
While the Institute is actually set up for 
a special group, it has, nevertheless, wide 
possibilities for parent education, since 
it offers parents both the opportunity of 
seeing their children under expert direc- 
tion and, at the same time, leisure and 
freedom from their detailed daily care— 
an ideal learning situation. 

Everywhere there are indications that 
school administrators are increasingly 
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aware of their obligation to use school 
facilities for meeting the educational 
needs of parents. In California, for ex- 
ample, every regional conference of 
school principals for 1940 has given a 
half-day to problems of parent educa- 
tion. 

The wider interest and the closer co- 
ordination of community eiforts are re- 
flected in the increasing public support 
for parent education as well as for adult 
education generally. More end more, 
adult education programs are using par- 
ent education material in their work. 


NATIONAL COUNCIL OF PARENT 
EDUCATION 


As reported by Ralph Bridgman in 
Tue ANNALS, September 1930, the Na- 
tional Council of Parent Education was 
organized in October 1925. The staff of 
the Council served as conference leaders 
and advisers in co-ordinating parent edu- 
cation efforts in various cities and states 
where such service was requested. In 
the expansion of parent education work 
through government agencies, as has 
been already described, the Council 
played a significant role. The work of 
the Council continued, with aid from 
the Laura Spelman Rockefeller Me- 
morial, until 1938, when funds for this 
central agency were no longer available. 
However, it retains its enzity under 
volunteer leadership, holds periodical 
meetings, and has arranged with the 
Child Study Asscciation of America for 
the distribution of available publica- 
tions. Its mimeographed “Bulletin of 
Family Research and Education” is now 
issued from Vassar College. 


PROFESSIONAL AND Lay LEADERS 


The activities in the field of parent 
education expanded very rapidly after 
the first World War. Funds were made 
available by both public and private 
agencies, notably the Laura Spelman 
Rockefeller Memorial, to extend re- 


search in child development and to make 
generally available to parents the better 
understanding and better techniques in 
the management of children that were 
coming out of research and study. The 
rapid expansion, and especially tne 
granting of fellowships for the training 
of leaders, promised to make of parent 
education a separate profession. 

In the course of about ten or a dozen 
years it became apparent that the de- 
velopment would not continue in that 
direction. It would mean that special 
personnel would be required in every 
educational system or jurisdiction, and 
there were not enough funds or even 
enough workers to make this possible. 

The shifting of attention to the 
family and the integration of numerous 
services still leaves a piace for parent 
educators. The tendency is for the ad- 
ministration to operate through state or 
other large units, but the actual educa- 
tional work must be done locally. It is 
impossible to have a uniform program 
or to assume uniform procedures even 
in a moderate-sized city. Moreover, as 
we have already seen, there is no practi- 
cal limit to the kinds of services that 
may at any moment turn out to be 
“parent education” where the actual 
work is increasingly carried on by lay 
leaders—mostly women, mothers, who 
have come to leadership through actu- 
ally operating in some group activity. 
In some cases former teachers recognize 
an existing need and attack the task on 
their own initiative. In other cases the 
organizer or director of some community 
project discovers talent for leadership 
and encourages its exercise and develop- 
ment. More and more the leadership 
emerges out of the local group and the 
local situation, as historically it has al- 
ways done in the small and democratic 
community. Where there are no arbi- 
trary restrictions, those who can, do. 

The question whether development 
should follow the lines of professional or 
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lay leadership is one of the big issues in 
the field. The movement began with 
lay leadership, and a number of the most 
expert professional leaders in the field 
started their careers as lay leaders. It 
has been demonstrated during the last 
decade that a lay leadership program 
depends entirely on the guidance it re- 
ceives, and has varied from very good 
and medium to very poor, so that there 
seems nothing inherent in the idea that 
makes it either desirable or undesirable. 
It has been observed that many groups 
where the majority have had college edu- 
cation are impatient of lay leadership 
and call for very expert and professional 
guidance. At the other extreme, illitar- 
ate and foreign-language groups require 
another type of trained leadership. 


TEACHER TRAINING 


The American Council on Education, 
the American Association of School Ad- 
ministrators, the Society for Curriculum 
Study, and other professional national 
organizations are increasingly concem- 
ing themselves with teacher training 
with an emphasis on preparation which 
will enable teachers to recognize, under- 
stand, and meet basic personality needs 
of children. The Commission of the 
American Council on Education states, 
“Obviously the Commission cannot go 
farther without considering also the need 
for vital working relationships between 
parents and teachers.” 


Tue FUTURE 


How can one predict for the next 
decade in parent education? With the 


devastating conditions in the world to- 
day, one would hesitate to make predic- 
tions of any kind. However, a world of 
any sort must be composed of parents 
and children, and so their needs wil 
have to be considered no matter what 
the future has to bring in the way of 
new problems to be solved, new condi- 
tions to be met. 
In the United States today, 


parent education is concerned with devel- 
oping the personality of the individual in 
all his relations. This has a lerger signifi- 
cance than the pursuit of happiness by the 
individual parent or child. Just as in an 
earlier generation there were those who 
ridiculed the knowledge-seeking parent, so 
today there are many who scoff at our pre- 
occupation with the minutiae of personal 
relationships in the face of staggering 
world problems. But to me it seems that 
it is right here within these relationships 
that we must find the key to a better 
world. If we hope ever to have a form of 
social life—national and international— 
constructive and co-operative and free 
from the devastating aggressions and vin- 
dictiveness that we see all around us today, 
we must start by building well-rounded 
personalities through better family life. 
For democracy is more than a point of 
view, more than a political form of gov- 
ernment—it is a way of life. It is inherent 
in the relationships of people with one 
another; hence its roots are in the family. 
Democracy begins at home. Living de- 
cently together is not merely for the fam- 
ily, with which we have concerned our- 
selves, but for all humanity.® 


8 Sidonie Matsner Gruenberg, We, the Pa- 
rents, New York: Harper and Brothers, 1939. 
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A Decade of Progress in Birth Control 


Ey Norman E. Hives 


NY symposium on progress in 
child welfare during the last dec- 
ade would certainly be incomplete with- 
out consideration of the rap:d strides 
made by the birth control movement þe- 
tween 1930 and the present. In this ar- 
ticle we are concerned mainly with the 
progress of opinion in favor of birth 
control, with the growth of clinics, with 
recent changes in legislation, and with 
major shifts in emphasis and important 
social trends in the field of birth control 
in the last decade. 

Few informed people nowadays doubt 
the relation between control of family 
size by modern reliable, harmless, medi- 
cally guided contraceptive devices and 
the physical and economic welfare of 
mothers and children. Recent objec- 
tive scientific studies have pretty well 
demonstrated that birth control is nec- 
essary to control maternal mortality and 
morbidity, to give children a Cecent eco- 
nomic start in life, to protect family se- 
curity—to promote, in brief, the dig- 
nity, the integrity, and the development 
of human personality in family rela- 
tions. In these days when individual 
rights are being attacked on all sides, 
the right of mature human beings to 
control their reproduction, cuite inde- 
pendently of any considerations of 
health or economics, is certainly a right 
worth defending and expazding. 


Major Sociat TRENDS 


The major social trends in the birth 
control movement in the last decade 
have been the following: (1) a very 
considerable liberalization of public 
opinion as demonstrated by numerous 
polls; (2) democratization of contra- 
ceptive knowledge; (3) the gradual ac- 
ceptance by the American Medical As- 
sociation and by an increasing number 


of private physicians of responsibility 
for co-operation with the movement; 
(4) reorganization and unification of 
the agencies primarily responsible for 
public education in the field. During 
the decade some overlapping and dupli- 
cation of services had arisen between 
the American Birth Control League and 
the Birth Control Clinical Research Bu- 
reau, so in 1939 they united as the Birth 
Control Federation of America. 

Other trends were: (5) improved 
quality and greater amount of scientific 
research; (6) improvement of contra- 
ceptive devices, especially in the chemi- 
cal field. (7) In November 1935, Mar- 
garet Sanger founded the Journal of 
Contraception. This was a new scien- 
tific journal devoted exclusively to the 
publication of scientific papers and ab- 
stracts in the field of human fertility 
and its control. In February 1940 it 
became Human Fertility. (8) On the 
part of educational leaders there has 
been less emphasis of late on the purely 
restrictive and negativistic aspects of 
birth control, and increasing emphasis 
upon the positive aspects of family 
planning, providing for & more equitable 
distribution of the costs of childbearing 
in different economic classes, in families 
of different size, and in different geo- 
graphical regions. The eugenic and na- 
tional planning aspects have also re- 
ceived new emphasis jn the last decade. 

Still other trends were: (9) greater 
co-operation on the part of medical 
schools, involving more thorough and 
more widespread contraceptive teach- 
ing; (10) tremendous growth of the 
contraceptive industry, resulting in new 
problems of control, accompanied by in- 
creasing attempts on the part of gov- 
ernment and private agencies in the 
field to improve the quality of contra- 


A DECADE OF PROGRESS IN BIRTH CONTROL 8G 


ceptive supplies; (11) a rapid growth 
of clinics, although most contraceptive 
instruction still remains outside the con- 
trol of clinics and probably also beyond 
the activity of the medical profession; 
(12) increasing nullification of the law 
by changes in public opinion, including 
two noteworthy liberal court decisions 
accompanied by setbacks in twọ states 
(Massachusetts and Connecticut}; (13) 
an increased emphasis on the pubiic 
health aspects of birth control, accom- 
panied by the development of state pro- 
grams in North Carolina and South 
Carolina; (14) greater enlightenment 
on the part of the medical profession, 
with improved facilities for private in- 
struction, which is perhaps one of the 
most notable steps forward in the last 
decade, in view of the fact that the clin- 
ics reach a very small proportion of the 
total population desiring instruction; 
(15) a rediscovery and heightened ex- 
ploitation of the rhythm method as a 
means of bringing science into line with 
religious opinion. 

There have been other trends during 
the decade, but perhaps the above are 
the most important. Some of these 
trends will now be examined further. 


PROGRESS OF OPINION 


Many objective tests of sentiment 
have repeatedly shown that the Ameri- 
can people by a large majority support 
medical instruction in contraception. 
Professor Hornell Hart, writing in Re- 
cent Social Trends, showed by an anal- 
ysis of indexes of magazine and news- 
paper articles for the period 1914-31 
that there was an upward trend in the 
number of articles on, and in the space 
devoted to, contraception. Moreover, 
the opinions expressed were increasingly 
favorable to birth control. 

Polls conducted Sy Farm and Fire- 
side in 1930, by the Churchman ir. 
1935, by Forum in 1935, and by For- 
tune in 1936, all showed public senti- 


ment favorable to birth control. Farm 
and Fireside is a conservative rural 
magazine. When it asked whether doc- 
tors should be permitted legally to “im- 
part birth control methods to married 
couples who apply jointly,” 65 per cent 
of those who replied said “Yes.” Yet 
81 per cent of the same group opposed 
divorce, and 78 per cent voted against 
the repeal of prohibition. 

In 1936 the American Institute of 
Public Opinion asked 100,000 people: 
“Should the distribution of information 
on birth control be made legal?” Sev- 
enty per cent answered “Yes.” Every 
state in the Union showed a majority 
in favor of birth control, the lowest rate 
of approval being 53 per cent in South 
Dakota; the highest, 90 per cent in Ne- 
vada. To “Ideal size of family?” 64 
per cent replied, “Between 2 and 3.” 
In 1939 the Institute declared that its 
four polls showed public sentiment in- 
creasingly favorable to the birth control 
program. 

A poll of women was conducted by 
the Ladies Home Journal in March 
1938. Of those queried, 79 per cent 
favored birth control. Even 51 per cent 
of the Catholics approved it without 
specification as to whether by artificial 
or “natural” methods. The chief rea- 
son for opposing birth control (21 per 
cent) was the religious one. Few or 
none (less than 1 per cent) gave ille- 
gality as the reason for opposition. 
The chief reason for backing birth con- 
trol was the prevailing view that ‘“par- 
ents should not have more children 
than they can care for properly.” In 
view of the difficulties the eugenics 
movement has in making headway, it 
seems odd that the second leading rea- 
son was that the individuals polled 
wanted to decrease the number of 
feeble-minded and physically unfit. 
Rural women and those in the lower 
economic groups were slightly more 
conservative in approving birth control 
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than urban women and those with 
greater family income. 

The list of religious groups indorsing 
the birth control movement as necessary 
for the protection of mothers and chil- 
dren has been an ever increasing one. 
The opposition today is restricted al- 
most entirely to the hierarchy of the 
Catholic Church and to a minority of 
its membership. Large numbers of 
Catholics attend the clinics and pri- 
vately indorse the movement. Inciden- 
tally, some of the best’ arguments for 
child spacing, though of course by so- 
called “natural” methods, have ap- 
peared in Catholic texts on the rhythm 
period, carrying ecclesiastical indorse- 
ment. 

More liberal public attitudes have 
given editors a change of heart. Until 
very recently, magazines of national cir- 
culation have been reluctant to publish 
courageously clear, unequivocal, pro- 
birth-control articles. Now all that has 
changed. Within the last year or two 
such articles have appeared in Look, 
Life, Reader’s Digest, Atlantic Monthly, 
Collier's, Liberty, You, The Redbook, 
Woman’s Home Companion, Ladies 
Home Journal, Survey, and Fortune, to 
mention but a iew. Such favorable 
publicity for birth control has, in turn, 
helped to liberalize public opinion. 
There has been reciprocal interaction. 

There has been a lag in medical opin- 
ion, but the gap is closing. There have 
been several polls of the membership of 
medical societies. Every one, as far as 
the writer is aware, has shown indorse- 
ment of ‘the need for contraception. 
Among these polls are the following: 
Michigan State Medical Society, 1933; 
Medical Society of Virginia, 1935; and 
Massachusetts State Medical Society, 
1937. 

During the latter part of the decade 
the American Medical Association has 
gradually come to recognize its responsi- 
bility for the guidance and direction of 


TABLE 1—Growts or BIRTE CONTROL 
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Number of Functioning 


inics 
1930. iu uid 34 
1931 . 43 
1932 ww ee 64 
1933...... 86 
1934..... 117 
BX eee ee 158 
1936 ..... 252 
1937.. 287 
1938 . 374 
1939" oee etuna 478 
1980 nau oTa 549 
19408 ol. 567 


a January 1 of each year. 
$ June 1, 1940. 


the birth control movement. It has 
become increasingly enlightened in its 
attitude toward it. There has also 
been appointed a committee to study 
the matter, to examine the possibilities 
of improving instruction in medical 
schools, and to improve techniques. 
To date, however, the publications of 
the committee have been rather disap- 
pointing. The first one confused birth 
control with abortion, and sounded in 
some passages more like a political tract 
than a scientific document. In 1938 the 
Journal of the American Medical Asso- 
ciation carried its first original article 
on contraception, decades after the 
leading journals in foreign countries 
had published scores of them.? 


GROWTH oF CLINICS 


Equally phenomenal with the lib- 
eralization of public opinion has been 
the marked development in the growth 
of hospital and extramural (i.e., non- 
hospital) contraceptive clinics. Table 1 


1L. Dewees and G W. Beebe, “Contracep- 
tion in Private Practice: A Twelve Year Ex- 
perience,” Journal American Medical Associa- 
tion, 110 1169-72, April 9, 1938. 

2¥or proof see the Quarterly Cumulative 
Index Medicus over a span of years. 

8 Courtesy National Clinic Service, Birth 
Control Federation of America, 
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shows the growth in the number of clin- 
ics since 1930. There has been a steady 
and rapid growth during the decade. 
In 1930 there were only 34 clinics. By 
June 1, 1940 there were 567. In the 
last five years, 400 new clinics have 
been founded. 

Geographically the clinics are not 
well distributed. They tend to be lo- 
cated in areas of population concentra- 
tion. This is what one would expect 
in the initial stages of any social de- 
velopment: attack where the maximum 
returns can be obtained for a given 
amount of effort. In the South and in 
the sparsely settled areas of the West, 
facilities are, in general, much more 


TABLE 2—AMERICAN BIRTH CONTROL 
CLINICS: NuMBER oF NEW PAPIENTS 
AND TOTAL VISITS BY YEaRs‘* 








C T 
Year Romie outs 
1936 114,601 
1937 168,185 
1938 . 
1939 254,055 





* This question was not asked in the 1938 
report. 

è In 1939 a change in the manner of report- 
ing was instituted Instead of the former 
annual report, reporting was on a monthly 
basis with daily and monthly forms furnished 
by the Birth Control Federation of America. 
A few reports were received at the end of tke 
year, but the majority were submitted 
monthly. Previously, the Federation sent a 
reminder to clinics ir December concerning 
the annual report; thi3 was not done in 1939. 

Comment: The identity of reporting clinics 
does not remain the same, even allowing far 
new clinics and closed clinics, as some clinics 
report one year but not the next, and so fortk. 


Table 2, though it represents incom- 
plete reporting, shows the ever increas- 
ing number of new patients and of total 
visits taken care of. Every clinic has 


«Courtesy National Clinic Service, Birth 
Control Federation of America. 


several return visits for each new pa- 
tient served. During 1939 the clinics 
served 46,000 new cases—twice the 
number of new cases three years before. 
In 1939 there were more than a quarter 
of a million visits to clinics. 

Most of the contraceptive clinics are 
extramural, that is, without hospital af- 
filiation. By January 1940, 40 per cent 
of the clinics derived all or part of their 
support from tax funds, as compared 
with 18 per cent in 1937. Of the 553 
centers functioning on that date, 96 
were located in hospitals, and 162 in 
quarters of health departments. In 
1939 the Birth Control Federation of 
America reached 23,500 mothers in thir- 
teen states in the rural health program 
alone—a program set up to assist fron- 
tier communities. Fifteen hundred of 
these mothers were in migratory camps. 

The clinics serve primarily the skilled, 
semiskilled, and unskilled labor groups, 
with a scattering of patients of superior 
economic status. Most of them are re- 
ferred by other patients or friends, hos- 
pitals, social workers, and co-operating 
physicians. Fees vary throughout the 
country, but are generally adjusted to 
income. Since the Great Depression 
following 1930, an increasing propor- 
tion of patients have been unable to 
pay even the small fees, owing to wide- 
spread unemployment. This has placed 
an ever heavier burden upon these es- 
sentially charitable enterprises. 

Clinic physicians find that even 
women of limited intelligence learn 
rather quickly the technique taught. 
Perhaps because of an excessive reliance 
upon one method alone, the rate of ac- 
ceptability of the method almost exclu- 
sively taught has not been so high as 
the less critical have anticipated. As 
far back as 1928 the present writer 
showed ë that in the North Kensington 


5 Norman E. and Vera C. Himes, “Birth 
Control for the British Working Classes: A 
Study of the First Thousand Cases to Visit 
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(London) series from one-third to one- 
half of the patients gave up the methad 
taught, possibly because of discourage- 
ment, overcrowding, careless attitudes, 
weak motives for contraception, and in- 
sufficient individualization in treatment. 
Little or no attention was pzid by clinic 
officials in this country to the results 
revealed, with the consequence that the 
experience has been repeated here. One 
of the latest scientific demonstrations 
of low acceptability has bean made by 
Regine K. Stix, M.D.’ 

All this is not to suggest that the 
clinics have not been doing good work 
on the whole. They have. But there 
are unsolved problems of a general so- 
cial rather than exclusively medical 
nature, and these have not always been 
frankly faced even by friends of the 
birth control movement. A few leaders 
of contraception in the United States 
have recently attempted to correct this 
condition, but there will undoubtedly be 
a lag. 


Broadening services 


In recent years there has been a drift 
toward unificaticn of contraceptive in- 
struction with prenatal and mothers’ 
health services. This is a desirable de- 
velopment. It reflects the increasing 
co-operation and control of the medical 
profession and the tendency of the birth 
control movement to enter the stage of 
public health. Some clinics have insti- 
tuted services for men, feeling that the 
instruction of the husbands is nearly as 
important as that of the wives. There 
has also been a tendency for a few con- 
traceptive clinics under especially pro- 
gressive leadership to supplement their 





an English Birth Control Clinic,” Hospital 
Social Service, xix (1929), 573-617. 

8 “Birth Control in a Midwestern City 
[Cincinnati], New York: Milbank Memorial 
Fund, 1940. Reprinted from Misbank Memo- 
rial Fund Quarterly, Vol xvii, Nos. 1, 2, 4, 
Jan., April, Oct., 1939. 


purely contraceptive efforts with family 
counseling, including premarital exam- 
inations. That seems to be a healthy 
and much needed trend. 

A notable step forward in bringing 
birth control as a public health measure 
to rural areas has been achieved in the 
states of North Carolina and South Car- 
olina, where the state medical bodies 
have taken the initiative and seen the 
usefulness of contraception from the 
point of view of public health. Nurses, 
working under the direction of qualified 
physicians, give instruction in the rural 
areas,” 

The Birth Control Federation of 
America, recognizing the special need of 
more or less isolated families in the 
South and the Far West, initiated a 
field nursing service under medical di- 
rection. In 1939 its nurses reached 
some twenty-two thousand women in 
eleven states, furnishing both instruc- 
tion and supplies. Working in isolated, 
back-country areas, the nurses were able 
to reach many women who otherwise 
would have been without medical assist- 
ance. A nurse, traveling about twelve 
hundred miles a month, has often been 
able to assist several hundred mothers 
of families in migrant camps. But only 
a start has been made in the work with 
migrants. 

In 1939 the American Institute of 
Public Opinion asked representative 
Americans whether they favored the 
proposition that governmental clinics 
should distribute birth control informa- 
tion. While approximately one voter 
in ten (11 per cent) had no opinion, of 
those who did have opinions, 77 per 
cent approved and only 23 per cent 
disapproved the idea. 

Clinics reach only a small proportion 
of the population. Most people receive 
their instruction orally or from books. 
A significant development here has been 
increased attention to the sterile period. 

7 See Life, May 6, 1940. 
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Tur RuoytHM Twe Rises 


The rhythm or safe period dates from 
Soranos, second century A.D. But it 
was not until the work of Drs. Knaus 
(Prague) and Ogino (Japan) that there 
was reasonable scientific' confirmation of 
a safe period for some women in relation 
to their time of ovulation. For cen- 
turies there have been many conflicting 
“safe? periods. But the work of these 
and other physicians helped to clear up 
the matter. 

The Catholic Church, pressed by its 
adherents for guidance on birth control, 
seized upon the sterile period as a way 
out. It might satisfy the clamor for re- 
lief, but not give the best scientific pro- 
tection. The Catholic Church declared 
the rhythm to be a natural method and 
therefore in accordance with its dogma. 
In 1931, in his encyclical on “Christian 
Marriage,” Pope Fius XI sanctioned the 
use of such a natural method. 

Immediately commercial publishers 
saw the possibilities. Moreover, they 
thought that books on this method 
would not come under the Comstock 
laws. Strictly speaking they do, for 
these books tell how pregnancy may be 
prevented. That they have not been 
attacked is further evidence of the 
nullification of the laws by public opin- 
ion. A veritable avalanche of books 
describing the method followed. They 
sold by the hundreds of thousands, 
sometimes accompanied by calendars 
and slide rules; and at least one rhythm 
clinic has been established by a Boston 
physician. Though the method is 
doubtless helpful in child spacing for 
healthy women, contraceptive experts 
warn against relying upon it, especialy 
when there are medical indications for 
the prevention of pregnancy. 


Birta CƏNTRCL AND THE LAw 


During the last decade there were two 
important legal decisions which helped 
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the birth control movement forward. 
The first was U. S. v. One Package,’ 
popularly known as the Japanese Pes- 
saries case. Late in 1936 the Circuit 
Court of Appeals for the Second Circuit 
upheld a lower court by declaring that 
the Comstock Act of 1873 should not be 
interpreted “to prevent importation, 
sale or carriage by mail of things which 
might intelligently be employed by con- 
scientious and competent physicians for 
the purposes of saving life or promoting 
the well-being of their patients.” Thus 
a distinction was made by judicial deci- 
sion between lawful and unlawful con- 
traception, just as there had existed for 
many years a distinction between lawful 
and unlawful abortion. The Attorney- 
General of the United States decided 
not to appeal the decision to the United 
States Supreme Court. Thus there 
arose a new legal justification for con- 
traception: the health and well-being of 
patients. 

Just as U. S. v. One Package clarified 
and amended the law with reference to 
the right of physicians to import contra- 
ceptive devices, so the U. S. v. Certain 
Magazines ° affirmed the right of “quali- 
fied persons,” including scientists who 
are not physicians, to import contra- 
ceptive literature. The question at is- 
sue was: Is the importation of contra- 
ceptive information, as distinguished 
from contraceptive drugs and articles, 
forbidden by the Tariff Act of 1930? 
It had already been decided in the Con- 
traceptton case that such information 
was not spectfically prohibited, but the 
government was pushing a new theory 
in this case (also known as the Marriage 
Hygiene case); for it took the position 
that contraceptive literature was ex- 
cluded from this country by virtue of 
an omnibus section in the Tariff Act 


886 F. (2d) 737, Dec. 7, 1936. 

9 Fed. Supp. Vol. 19, p. 1017; on appeal 
known as U S. v. Himes, 97 F. (2d) 510, 
June 13, 1938, 
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which prohibits all importations “con- 
trary to law.” Eirth control informa- 
tion was, the Government maintained, 
“contrary to law” in and of itself, irre- 
spective of the manner of its importa- 
tion. 

In the United States District Court 
in New York, Judge Galston dismissed 
the libels in June 1937. The case was 
appealed by the Government to tne 
United States Circuit Court of Appeals, 
and was heard in April 1938. It was 
tried as a civil liberties case and as a 
public service by Morris Ernst and 
Alexander Lindey, partners in the New 
York firm of Greenbaum, Wolff, and 
Ernst. The Circuit Court of Appeals 
held in effect that contraceptive litera- 
ture could legally come into the United 
States provided the consignee was a per- 
son qualified to receive it. The Ameri- 
can editor of Marriage Hygiene was 
ruled such a qualified person, even 
though not a physician. The Assistant 
United States Attorney in charge of the 
case for the Government urged Wash- 
ington to take the case to the United 
States Supreme Court; but since the 
Government did not apply for a writ of 
certiorari within the legally defined 
ninety-day period, the decision is now 
law. 


Adverse decisions 


In Massachusetts and Connecticut 
there have been two notable setbacks in 
the legal advances of the last decade. 
There is considerable evidence that 
these cases were initiated by the hier- 
archy of a religious minority attempting 
to control the private conduct of the 
majority of citizens by force of law. 

On June 3, 1937, the Salem, Massa- 
chusetts, clinic was raided. The de- 
fendants were found guilty and fined 
$100 each. Raids on other clinics 
promptly followed. ‘There was an ap- 
peal to the State Supreme Court. On 
May 28, 1938, it upheld the decisions 


of two lower courts. Accordingly, this 
decision of the Massachusetts Supreme 
Court is the first to declare that a physi- 
cian in a particular state has no right 
under its laws to advise on birth control 
under any conditions whatsoever. On 
October 10, 1938, the United States 
Supreme Court refused to review the 
case. Clinics in the state have been 
closed. 

On June 12, 1939, following a resolu- 
tion of censure read by the Catholic 
Clergy Association of Waterbury, Con- 
necticut, from all local Catholic pulpits 
on June 11, the Waterbury clinic was 
raided. Contraceptive literature, mate- 
rials, and clinical records were seized. 
Later, three officials of the clinic (two 
doctors and a nurse) were arrested, but 
when Superior Court Judge Kenneth 
Wynne declared Connecticut's birth 
control law unconstitutional, they were 
released without bond pending appeal 
by the Assistant Attorney-General of 
the state, a Catholic. On March 20, 
1940, the Supreme Court of Errors, in 
a 3-to-2 decision, upheld the Connecti- 
cut anti-birth-control law, which pro- 
hibits the #se of contraceptives without 
exception. However, the court entered 
“not guilty” judgments ior the two doc- 
tors and the nurse. This serious set- 
back to the birth contrcl movement led 
to the closing of all the clinics in the 
state, just as they had been previously 
closed in the state of Massachusetts. 

The medical profession and laymen in 
both states are now organizing to pro- 
tect their rights and the rights of the 
populace. The magazine Liye scath- 
ingly satirized the position taken by 
the Connecticut Supreme Court. 


PRESENT STATUS OF THE LAW 


How does the law stand at present? 
The practice of birth control is no- 
where illegal in the United States, ex- 
cept in Connecticut where the original 
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draft of the law probably contained a 
slip. Administrators in charge of law 
enforcement in the United States do not 
interfere, as a general rule, with phy- 
sicians who advise patients in the course 
of their private practice. The same is 
true of clinic and dispensary patients. 

The Comstock law, a Federal statute 
of 1873, deals with Federal offenses: 
importation and use of the mails end 
common carriers for the interstate trans- 
portation of contraceptive devices, litera- 
ture, and so forth. In the years immedi- 
ately following 1873, several states 
passed corroboratory legislation. The 
mistake of the Comstock law was that 
it mixed contraception, as a phase of 
preventive medicine and public health, 
with obscenity and pornography. Its 
scope was as excessively broad as its 
nature was confusing. The law ‘was 
passed at the end of a busy session un- 
der conditions of “You vote for my bill, 
and T'I vote for your bill.” There are 
historical reasons for believing that Con- 
gress did not know on what it was vot- 
ing. Certainly i: did not anticipate the 
probable effects of the law. 

What is the situation in the states? 
Nineteen states have no statutes what- 
ever mentioning birth control. The 
statutes of eight states mention Lirth 
control, but do not affect the sale, as 
opposed to the display and advertising, 
of contraceptive devices. Eleven other 
states do prohibit sales, but make an 
express exception for medical practice. 
Thus in thirty-eight states it cannot be 
seriously contended that the law inter- 
feres with the use of contraceptives by 
physicians in medical practice. Four 
states have statutes which indicate by 
their wording that they do not cover 
physicians. Of the remaining six states, 
only two, Massachusetts and Connecti- 
cut, have systematically interfered with 
the traditional rights of the medical pro- 
fession. In none of the other four have 
the statutes been construed to prevent 


physicians from giving their patients 
contraceptive advice. 

Besides the statutory exceptions, 
which in several states extend to medi- 
cal schools and books, druggists, and so 
forth, as well as to doctors, there are in 
some states judicial and administrative 
exceptions—decisions of judges and 
practices of law-enforcement officials 
which tend to modify or extend statu- 
tory provisions. Those in charge of law 
enforcement do not, as a matter of 
practice, interfere with physicians who 
furnish birth control advice in private 
practice and in hospital and charitable 
services. Only in Massachusetts and 
Connecticut have private physicians been 
fined for furnishing contraceptive advice, 
and the number of cases can be counted 
on the fingers of one hand. 


THE CONTRACEPTIVE INDUSTRY 


In little over a decade the contracep- 
tive industry grew from virtually nothing 
to a $250,000,000 a year retail business 
by 1937. At least that was the estimate 
of the editors of Fortune. The estimate 
of the National Committee on Maternal 
Health was $75,000,000 to $100,000,000. 
This growth has been accompanied in 
some cases by excessive claims and a 
notable absence of social control, except 
for very limited and occasional interfer- 
ence by the Federal Trade Commission 
and the Food and Drug Administration. 
In 1938 the latter ruled that all prophy- 
lactics came within the scope of the 
1906 Food and Drugs Act. This en- 
abled the Food and Drug Administra- 
tion to exercise some control over the 
characteristics of prophylactics shipped 
in interstate commerce. 

There is evidence that these moves 
have had salutary, if not completely 
satisfactory, results. From 50 to 75 per 
cent of these devices used to be more or 
less unreliable, containing pinholes, 
blisters, and other flaws; but in the 
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future we may reasonably lok for 
marked improvement. Better manu- 
facturing control and testing may have 
even greater beneficial results than any 
steps taken by the Food and Drug Ad- 
ministration or the Federal Trade Com- 
mission. 

Some spurious efforts at control have 
been made, hoodwinking the medical 
profession and leaders of the bisth con- 
trol movement. I refer to the >ressure 
oi the lobbyists of condom manufactur- 
ers on legislators to induce them to pass 
laws restricting the sale of male sheaths 
to drug stores only. In some states 
these efforts have been successfil. The 
net result will probably be an increased 
tendency toward venereal infection, ow- 
ing to the greater difficulty of securing 
protection and owing to increased prices 
(other outlets were price-cutting). Os- 
tensibly a public health measure and a 
moralistic drive to give control over dis- 
tribution of products, these restrictive 
sales laws are essentially moncpolistic 
in character, and are calculated to raise 
1200 per cent margins of profit to even 
higher levels. 


SCIENTIFIC ADVANCE 
Although the cortraceptive methods 
recommended in clinics have not 
changed much in this decade, a certain 
amount of experimental work has been 


done. The clinics are necessarily lim- 
ited in this work because their primary 
objective is the protection of mothers. 
In laboratories, however, there have 
been notable advances in the pure the- 
ory of the chemistry of contraception. 
Among the leaders in this field have 
been Dr. John R. Baker (Oxford) and 
Dr. Cecil I. B. Voge. Just how great 
will be the practical applications of this 
research, it is now too early to predict. 
There have been no revolutionary 
changes in the chief clinic device, but 
the Federal Trade Commission has suc- 
cessfully brought to termination sev- 
eral “cease and desist orders” against 
manufacturers of low ethical standing 
who made excessive claims. 


SUMMARY 


From the above considerations it 
seems quite clear that the birth control 
movement has made notable progress 
in the last decade. Amateur methods 
are gradually being replaced by scien- 
tific, reliable methods; clinic growth has 
been rapid; the program has enlisted 
the support of the medical profession; 
the legal victories outweigh the losses; 
while opinion has been revolutionized. 
Thus a new instrument of maternal 
health and child welfare has been added 
to our armament of strength and de- 
fense through public health. 


Norman E. Himes, Ph.D., is professor of sociology 
at Coigate University, Hamilton, New York, and has 
specialized on the history oj contraception and on 
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Progress in Saving Maternal and Child Life 


By RICHARD ARTHUR Borr 


N AN otherwise discordant wor-d it 

is a source of great satisfaction to 
be able to record the phenomenal gains 
which have been made in maternal and 
child health in the United States during 
the decade 1930 to 1940. Looking back 
over this period we can see the fruitage 
of the efforts put forth by the pioneers 
in the study and prevention of infant 
mortality. While considerable success 
has been attained in the reduction of 
infant mortality and morbidity, we have 
had to wait until the last few years to 
see any substantial reduction in ma- 
ternal mortality. A decade is a con- 
venient length of time from which to 
draw certain conclusions, but it is a 
short time in the history of a nation, 
and we should therefore be cautious 
about predictions for the course of fu- 
ture events. 


VITAL STATISTICS AND STUDIES 


A factor of considerable importance 
in the evaluation of our methods for the 
prevention of infant and maternal mor- 
tality is that of complete and reliable 
vital statistics. We have to note 
marked improvement in the period un- 
der consideration in reporting, collect- 
ing, and analysis of vital statistics for 
public health purposes. 

During the past ten years we have 
seen all the states included in the Birth 
and Death Registration Areas of the 
United States. The Division of Vital 
Statistics of the Census Bureau has 
made more readily available the data 
collected, sc that both public and pri- 
vate agencies can use them at earlier 
periods in the development of their pro- 
grams. In this connection, Vital Statis- 
tics—Specicl Reports have been of dis- 
tinct value. The compilation of vital 
statistics by place of residence will give 


us a truer index of births and deaths in 
relation to movements of population. 

Many . valuable statistical studies 
have been undertaken during this dec- 
ade by Federal agencies, notably the 
United States Children’s Bureau anc 
the United States Public Health Serv- 
ice. Of special importance were the 
Children’s Bureau study of Maternal 
Mortality in Fifteen States and the Na- 
tional Health Survey. 

A number of studies and surveys 
bearing upon maternal and child health 
were conducted also by voluntary ager- 
cies during the past ten years. Among 
them were the Cleveland Study of Ma- 
ternal Mortality published in February 


. 1933, the New York Academy of Medi- 
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cine Study of Maternal Mortality pub- 
lished in November 1933, and the Phila- 
delphia County Medical Society Study 
of Maternal Mortality published in 
1934. 

A White House Conference on chil- 
dren marked the beginning and the end 
of tnis decade of child welfare. Activi- 
ties carried on throughout the country 
under the provisions of the Sheppard- 
Towner Act from 1922 to 1929 demon- 
strated what could be accomplished by 
well-conceived programs with the as- 
sistance of government subsidies. 

The White House Conference on 
Child Health and Protection in 1930 
brought together an enormous mass of 
material bearing upon maternal and 
child health. This was published m a 
number of volumes which have proved 
valuable handbooks ever since. The 
Children’s Charter with its nineteen 
points coming out of this Conference 
has been helpiul in orientating programs 
for child betterment during the Ccepres- 
sion years. 

The recent White House Conference 


Tora 
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on Children in a Democracy, in the 
words of the General Report, “addresses 
itself to the interests of all the children 
of the Nation and to every aspect of 
child welfare including home life, mate- 
rial security, education, health and gen- 
eral preparation for the responsibilities 
of citizenship.” 

The ground plan for carrying out the 
recommendations of the Conzerence has 
already been laid under provisions of 
the Social Security Act, in the National 
Housing Program, in better control of 
child labor, and in a nationwide cam- 
paign for the reduction of the venereal 
diseases. 

Other important conferences which 
have contributed to our knowledge of 
how to protect and improve the health 
of mothers and children may be listed 
as follows: National Conference cn Bet- 
ter Care for Mothers and Babies 
(1933); Surgeon General’s Conference 
on Control of Venereal Diseases 
(1936); National Health Conference 
(1938); First Congress on Obstetrics 
end Gynecology (October 1939); An- 
nual Meetings of the American Acad- 
emy of Pediatrics. 


REDUCTION OF INFANT MORTALITY 


During the last ten years tere has 
been a gradual but substantial reduc- 
tion in the infant mortality rates ir. the 
United States Birth Registration Area. 
The rate in the total area dropped 7rom 
69 deaths under one year of age per 
1,900 live births in 1928 to 51 in 1938. 
There was a greater proportional de- 
cline in the urban rates than in the ru- 
ral, the urban rate dropping from 69 
in 1928 to 48 in 1938, while tke rural 
rates dropped from 68 to 54 during the 
same period. There was also consider- 
able variation in rates in the different 
states.. In 1939 while Connecticut (38), 
Minnesota (36), Nebraska (34), New 
Jersey (38), New York (39), Oregon 
(35), and Washington (38) had infant 


mortality rates between 30 and 40, 
New Mexico (109 in 1938), Arizona 
(99 in 1938), and South Carolina (80 
in 1938) had rates between 80 and 110. 
(Provisional rates are given for 1939.) 

We have the provisional rates for 
eighty-eight large cities in’ 1939, and 
some of these are astonishingly low. 
While the rate for the eighty-eight cities 
was.41, Akron had a rate of 30, Bridge- 
port 31, Cambridge 34, Chicago 31, 
Cleveland 37, Des Moines 28, Detroit 
38, Fort Wayne 37, and Hartford 23. . 

The most marked reduction has taken 
place in diarrhea and enteritis, which 
was a leading cause of infant mortality 
in 1917 and had fallen to third place 
by 1938. The mortality rate for diar- 
rhea and enteritis today is approxi- 
mately one-fourth of what it was ten 
years ago. This is due largely to the 
application of the cardinal principles 
laid down twenty-five to thirty years 
ago and consistently followed ever since. 
Sanitary production of milk and effi- 
cient pasteurization, better methods of 
infant feeding, follow-up on the part of 
public health nurses, heat hygiene by 
air conditioning and refrigeration, and 
widespread popular education of moth- 
ers and nurses in the proper care of ba- 
bies have been largely responsible for 
this favorable result. 

There has been also a marked drop 
during the decade in mortality rates 
from the four chief communicable dis- 
eases of childhood—diphtheria, scarlet 
fever, whooping cough, and measles. 
The Statistical Bulletin of the Metro- 
politan Life Insurance Company records 
that among its industrial policyholders 
the death rate for this group of diseases 
fell from 20.2 per 100,000 population in 
1929 to 4.2 in 1939. The rates for the 
individual diseases are significant: diph- 
theria fell from 8.8 in 1929 to 1.3 in 
1939, whooping cough from 5.7 to 1.6, 
measles from 3.0 to 0.6, and scarlet fe- 
ver from 2.7 to 0.7, 
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Even if we apply this analysis in each 
of these diseases to the entire Birth and 
Death Registration Area, we find a sub- 
stantial reduction in the death rates. 
However, we should not view this with 
complacency, as in 1937 there occurred 
among children under 20 years of age 
in the United States 15,951 deaths from 
diarrhea and enteritis, 4,960 from 
whooping cough, and 2,401 from diph- 
theria. 

More intensive and extensive popular 
education is necessary to reduce these 
diseases to a minimum. The value of 
diphtheria immunization is so conclu- 
sive that every child should be pro- 
tected against this disease. Immuniza- 
tion against scarlet fever is possible and 
although on account of unpleasant re- 
actions it is not yet recommended gen- 
erally, it may be applied under proper 
safeguards to children in institutions 
and those most likely to be exposed. 
Scarlet fever apparently has become a 
milder disease ‘n recent years than for- 
merly, although its complications may 
be serious. Whooping cough vaccme is 
still under extensive trial. Recent re- 
ports indicate that it may modify the 
course and severity of the disease. No 
widespread means of immunizing against 
measles has yet been accepted, although 
according to a number of reports, use 
of immune convalescent blood serum 
has appeared to modify the course of 
the disease. 

The most spectacular reduction in 
mortality, especially during the last two 
years, has been that from bronchitis and 
the pneumonias. While it is evident 
that a reduction in the acute communi- 
cable diseases will be accompanied by a 
reduction in the pneumonias, we must 
attribute the considerable reduction dur- 
ing the last two years to the wider use 
of sulfanilamide and sulfapyridine. Ex- 
perience has shown that these drugs 
are not altogether harmless. They must 
be used with discretion and their effects 


closely watched, preferably in a hos- 
pital. When thus applied we may ex- 
pect a marked reduction in the death 
rate, although it is too much to expect 
that every case of pneumonia can Le 
saved by this treatment. Under any 
form of treatment and nursing, tke 
death rate from these diseases among 
children is not nearly as high as among 
adults, especially those of advanced age. 

The campaign against tuberculosis 
has paralleled that for the reduction of 
infant mortality, and the results have 
been equally encouraging. The routine 
use of the tuberculin test and X-rays 
has revolutionized the diagnosis of early 
tuberculosis and given us more precise 
methods to discover the contacts. The 
modern slogan is “Tuberculosis is seer. 
not heard.” 

As childhood tuberculosis has been 
shown to be largely a contact infecticn, 
we should aim to break the chain of 
infection. The widespread use of pas- 
teurization of milk has practically elim- 
inated bovine tuberculosis, which has 
meant a great reduction in gland, bone, 
and joint tuberculosis. “Scrofula,” a 
rare chronic tuberculous skin disease, is 
scarcely ever seen today, and the name 
has almost passed out of medical lit- 
erature. 


NEONATAL MORTALITY 


While the infant mortality rate as a 
whole has shown a considerable reduc- 
tion in the last ten years, this has oc- 
curred largely between one month arc 
one year of age. The neonatal mortal- 
ity rate, while showing some decline, is 
still entirely too high, In the Bir-h 
Registration Area of the United States 
in 1929 the death rate of babies under 
one month of age was 36.9 per 1,000 
live births, and this had dropped only 
to 33.3 in 1939. In other words, about 
65 per cent of the total deaths under 
one year of age occur within the first 
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month. Some reduction has been noted 
in the indefinite classifications of “con- 
genital debility” and “congenital mal- 
formations,” but “injury at birth” and 
“prematurity” still take a large toll. 
This may be due to some extent to re- 
classification, but that cannot eccount 
for the entire loss. “Prematurity” is 
now the leading cause of death under 
one year of age. In 1937, 33,637 deaths 
in the United States were attributed to 
this cause alone, and injuries a: birth 
accounted for almost 10,000 deazhs. 

It is evident that these early deaths 
are closely connected with maternal 
morbidity and mortality. If we are to 
reduce the infant mortality rate still 
further, better prenatal and obstetric 
care must be afforded. Careful statisti- 
cal studies have revealed that where ade- 
quate prenatal care has been carried out 
with skilled obstetrics and nursing, sup- 
plemented with instruction of the ex- 
pectant mother, not only has tke ma- 
ternal mortality been reduced but the 
neonatal mortality as well. 


MATERNAL MORTALITY 


Up to 1930 the maternal mortality 
rates in the United States fluctuatad be- 
tween 5 and 7 per 1,000 live births. 
Since 1930 there has been a gradual de- 
cline in maternal mortality throvghout 
the country, but not until 1937 did a 
marked decline set in. In 1937 the rate 
was 4.9, and in 1938 it was 4.3, Pre- 
liminary reports for 1939 indicate that 
the rate for the Birth Registration Area 
as a whole will be about 3.8. In certain 
states, however, remarkably low rates 
have been obtained; for examp-e, in 
Connecticut (2.9), Idaho (2.5), Iowa 
(2.5), Michigan (2.9), Minnesota ‘2.5), 
New Jersey (2.9), North Dakota ‘2.3), 
Oregon (2.4), and Wisconsin (2.8). 

In 1939 the maternal mortality rate 
in Cleveland (2.67) reached an all-time 
low. This has been attributed to the 
co-ordinated plan of maternal care in 
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Cleveland which has been worked out by 
the Academy of Medicine, Cleveland 
Child Health Association, Maternity 
Hospital, Visiting Nurse Association, 
and the Cleveland Hospital Obstetrical 
Society, whereby every woman in Cleve- 
land is afforded opportunity to secure 
excellent obstetrical care including pre- 
natal, natal, and neonatal service, and 
instruction in prenatal classes under 
competent public health nurses. Ap- 
proximately five thousand prospective 
mothers attend the classes for expectant 
mothers each year. Among the mothers 
confined from this group, the maternal 
mortality rate in 1933 was 2.8. In 1938 
had dropped to 0.78, and in 1939 to 
9.65. 

There is a growing conviction among 
chose who have studied maternal mor- 
ality most intimately that we should 
zct lose one mother in a thousand ma- 
“ernity cases. 

A recent Public Health Report states 
‘hat the maternal mortality rate has 
shown a decline for the tenth consecu- 
tive year and that the provisional rate 
tor 1939 is 40 per cent less than in 1930. 
“Vith the cumulative experience of the 
Hst ten years and the impetus to pro- 
ceed with the program under the Ma- 
ternal and Child Health Provisions of 
the Social Security Act, there is every 
reason to expect still further substantial 
rcuction. 


MALNUTRITION 


While it is possible from our vital sta- 
t stics to show a reduction during the 
lest decade in maternal and infant mor- 
tality and in morbidity and mortality 
f-om the acute communicable diseases, 
it kas been difficult, if not impossible, to 
g2in any clear picture of the amount of 
malnutrition among the children during 
the depression years. 

Various studies of malnutrition have 
bzen made and estimates given which 
range all the way from 10 to 40 per 
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cent as to the children malnourished. 
It has been impossible to reach any 
common agreement on account of the 
diversity of methods used in judging 
malnutrition. This accounts to a con- 
siderable extent for the present attempts 
to devise simple, practical standards of 
judging malnutrition and of applying 
them to large numbers of children 
throughout the country. 

Whatever the results of the present 
studies, we do know that large numbers 
of children in our urban centers are in 
families on relief where the relief allow- 
ances have not been sufficient to buy 
enough food of the proper quality to 
nourish the children. We do know that 
the per capita consumption of milk in 
many places does not measure up to 
what is regarded as adequate for grow- 
ing children. We do know that there 
has been a recrudescence of mild rickets 
and scurvy and evidence of other vita- 
min deficiency diseases. Intensive stud- 
ies by clinical methods and growth 
standards have revealed a considerable 
number of schcol children in need of 
medical service and nutritional super- 
vision. 

It is recognized that insufficient bud- 
getary allowance is not the only fector 
entering into malnutrition. Educetion 
of the parents in how to use the food 
dollar and of the children in gocd food 
habits is essential. However, if suitable 
food in adequate quantity is not avail- 
able, all the education we may give is 
to little avail. 

There has been widespread interest in 
health education during the decade just 
closing. A number of important na- 
tional and international conferences have 
been held. The Health Education Insti- 
tutes put on each year by the Health 
Education Secticn of the American Pub- 
lic Health Association have been well 
attended, with active participation in 
them. Parent education as a special 
phase of health education has found a 
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distinct place for itself in the prenatal, 
preschool, and school periods. 

The recent White House Conference 
affirmed that 


in recognition of the fundamental im- 
portance of nutrition to the health of 
children, the President is requested to ap- 
point a national nutrition committee com- 
posed of physicians and other scientists, 
economists, agricultural experts, consum- 
ers’ representatives, teachers, and admin- 
istrators. Such a committee should review 
our present knowledge, co-ordinate the var- 
ious efforts now being made to improve 
nutrition, and point the way toward a na- 
tional policy in this field. 


During this period intensive research 
has been carried out on the vitamins ard 
their place in the American diet—so 
much so that some have called it the 
Vitamin Decade. Scientific studies cn 
nutrition have formed the basis of 
practical application. Nutrition has as- 
sumed greater importance in the chid 
health program. Several investigations 
are now in progress to determine indices 
of malnutrition and suitable methods of 
meeting the malnutrition situation in 
our preschool and school children. 


TEETH 


Considerable attention has been fo- 
cused on the poor condition of children’s 
teeth and on programs for preventicn 
and correction. There have been stud- 
ies conducted by the United States Pub- 
lic Health Service and surveys of the 
teeth of school children made with Fed- 
eral Emergency Relief Administration 
funds. The Cleveland Child Health As- 
sociation has published five volumes on 
A Survey of Mouth Hygiene Progranss 
for School Children covering 360 cities 
of the United States. 


SOCIAL AND Economic FACTORS 
Mortality and morbidity statistics do 
not reveal what has happened to children 
in their social relationships in the home 
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and in the community. Social intangi- 
bles cannot be stated statistically. How- 
ever, numerous reports from widely 
scattered areas have emphasized that 
unfavorable social and economic strains 
have borne heavily upon the children in 
their homes during the last ten years. 
Psychiatrists and psychologists con- 
nected with schools, child guidance clin- 
ics, and juvenile courts have noted a 
growing instability, maladjustment, fears 
and worries arising from incompatibility 
in the homes, lack of employment, in- 
sufficient food, and similar factors. Di- 
vorce has increased, and broken homes 
have resulted in much dependercy. 

While juvenile delinquency has not 
shown any marked rise, the juvenile 
courts have been busy with many de- 
tailed social problems. According to J. 
Edgar Hoover, crime has increased 
alarmingly among adolescents, and the 
average age of first commitment today 
is around nineteen. 


CHILD LABOR 


During the last ten years considerable 
progress has been made in the control of 
child labor under state and Federal laws. 
At the present time only eight more 
states are needed tc ratify the Federal 
Child Labor Amendment tc the Consti- 
tution. 

The immediate ratification by these 
states is imperative, as child labor is 
still recognized as a national problem. 
The fact that there has been a consider- 
able reduction of the number of em- 
ployed children has not entirely solved 
the problem. The National Child Labor 
Committee estimates that there are still 
500,000 children under sixteen years of 
age gainfully employed. Many of these 
children have left school at an early age. 
Others work before and after school 
hours and during vacations at occupa- 
tions detrimental to mental, moral, and 
physical health. 
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PREVENTION OF CRIPPLING 


The decade just closing has seen con- 
zentrated efforts in the prevention of 
crippling and the rehabilitation of crip- 
dled children. The crippled children’s 
services under the Social Security Act 
have been extended to all the states and 
have stimulated many local agencies to 
intensify their programs. The Warm 
Springs Foundation has been well sup- 
ported and has launched on a broader 
program. The National Society for 
Crippled Children of the United States 
has been very active in advancing the 
welfare of crippled children through its 
various committees, publications, con- 
terences, and institutes, and in sponsor- 
=ng state and Federal legislation. 

Ten years ago infantile paralysis was 
the leading cause of crippling, with birth 
injuries and congenital defects as close 
seconds. Tuberculosis came third, and 
accidents fourth. Today the picture has 
changed to birth injuries and congenital 
defects as leading causes, accidents 
second, infantile paralysis third, and tu- 
berculosis fourth. This emphasizes the 
importance of strengthening our pre- 
natal and obstetrical services and in- 
tensifying accident prevention. 

Accidents have assumed first place as 
a cause of death among children five to 
fifteen years of age. Many children are 
killed by accidents in the home. Acci- 
dents must be reckoned with as a lead- 
ing public health problem and every 
effort put forth to prevent them. Com- 
mendable programs in our public and 
parish schools for the prevention of ac- 
cidents have done much to reduce acci- 
dents in the schools and their environ- 
ments. The automobile still takes the 
highest accident toll of young children. 


A Loox INTO THE Next DECADE 


If we can hold the ground already 
gained over the past three decades and 
apply more broadly the scientific knowl- 
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edge now at Land, we may reascnatly 
expect: (1) that not more than one 
mother in a thousand will be lost fron 
causes relating to pregnancy; (2) tkat 
the number of stillbirths will be greatly 
reduced; (3) that the number of deaths 
from prematurity and accidents at birth 
will be more than cut in half; (4) tkat 
the acute communicable diseases of 
childhood will be brought under control 
by methods of immunization cr use of 
newer chemicals such as sulfapyridine 
in treatment of the pneumonias; (5) 
that congenital syphilis will be practi- 
cally wiped out; (6) that childhood ~u- 
berculosis will become a rarity and tkat 
we shall detect practically all the ccn- 
tacts; (7) that our knowledge of ru- 
trition will be applied to all children, 
and ample means of feeding necessitcus 
children will be supplied; (8) that aci- 
dental deaths of children will be con- 
sidered a civic disgrace; (9) that pa- 
‘rental education will be made available 
to all parents; and (10) that mental hy- 
giene will find a place in all our p<o- 
grams for maternal and child health 


REFERENCES 


Adair, Fred L. Wiite House Conferesce 
on Child Health and Protection: Report 
of ‘Commitee on Prenatal and Maternal 


Care. New York. Century Compaay, 
1932. 
Balt, Richard A. “Reduction of Matemal 


Mortality in Cleveland,” Journal of 
American Medical Association, Vol. 112, 
April 22, 1939, pp. 1543-49. 

Dublin, Louis I, and Alfred J. Lotka. 
Twenty-Five Years of Health Progress 
(Metropolitan Life Insurance Co., 1927), 
‘Chaps. IV & X. 

Galdston, Iago. Maternal Deaths—The 
Ways to Prevention. New York: Com- 
monwealth Fund, 1937. 

Hooker, Ransom S. Maternal Mortcity 
in New York City—A Study of Ail Prer- 
peral Deaths 1930-1932. New Yak: 
‘Commonwealth Fund, 1933. 

Interdepartmental Committee to Co-o-di- 
mate Health and Welfare Activities, Jo- 


103 


sephine Roche, Chairman. Proceedings 
of the National Health Conference, July 
18-20, 1938. Washington: Gov’t Print- 
ing Offce, 1938. 
The Nution’s Health. 
National Health Conference. 
ton, 1€39. 

Metropolitan Life Insurance Company, 
Statistical Bulletins. 
Declines in Infant Mortality from Prin- 
cipal Causes of Death, Vol. 20, No 9, 
July 1939. 
New Low Record for Mertality in 1939, 
Vol. 2:, No. 1 (Jan. 1940), pp. 1-9. 
Mortaiity Experience of the First Three 
Montis of 1940, Vol. 21, No. 4 (Apru 
1940), pp. 7~10. 


Discussion at the 
Washing- 
4 


National Safety Council, The. Accident 
Facts. Published annually. Chicago, 
Illinois. 


Philadelphia County Medical Society. Ma- 
ternal Mortality in Philadelplua, 1931- 
1933. Report of Committee on Mater- 
nal Welfare, Philip F. Williams, M.D., 
Chairman, 1934. 

Roberts, Lydia J. Nutrition Work with 
Childr2n. University of Chicago Press, 
Revised edition, 1935. 

Survey Midmonthly. Children in a De- 
mocrazy. Special number on the White 
House Conference. Vol. LXXVI, No. 2, 
Feb. 1340. 

U. S. Bureau of Census Publications. V%- 
tal Séatistscs—Special Reports on Ma- 
ternal and Infant Mortahty, Births, 
Stilbicths and Infant Mortality Statis- 
tics. Department of Commerce, Wash- 
ington. 

U. S. Children’s Bureau Publications. 

The Causes and Prevention of Death 
Amonz Children in the United States, by 
Clara E. Hayes and Elizabeth Tandy, 
The Thild, Monthly News Summary, 
Vol 4, No. 10 (April 1940), pp. 268-73. 
Maternal and Infant Mortality Rates at 
New Low Points in 1938, by Elizabeth 
Tandy, The Child, Monthly News Sum- 
mary, Vol. 4, No. 8 (Feb. 1940), pp. 
205-9 

Maternal Mortality in 13 States. 
No. 223, 1934. 

Standirds of Prenatal Care: An Outime 
for tae Use of Physicians. Pub. No. 
153, 1934. 


Pub. 


104 


The Seven Years of the Maternity and 
Infancy Act, 1931. 
Soctal-Security Services for Mothers and 
Children administered by the Children’s 
Bureau. The Child, Monthly News 
Summary, Vol. 1, Nos. 1, 2, 5, and 6, 
1936. 

U. S. Public Health Service, Public Health 
Reports. 
Trend of Morbidity and Mortality, 1939 
and Recent Years, Vol. 55, No. 19 (May 
10, 1940), pp. 801-21. 
The National Health Surves—Diseases 
and Impairments in Urban Areas, by 
Rollo H. Britten. Vol. 55, No. 11 
(March 15, 1940), pp. 444-70. 
The Disabling Diseases of Childhood, by 
Dorothy F. Holland: 


THE ANNALS OF THE AMERICAN ACADEMY 


I. Characteristics and Leading Causes, 
Vol. 55, No. 4 (Jan. 26, 1940), pp. 
135-56. 

IL Medical and Nursing Care, Vol. 
55, No. 6 (Feb, 9, 1940), pp. 227- 
44, 
Preliminary Mortality Statistics for 
Large Cities for 1939, Vol. 55, No. 5 
(Feb. 2, 1940), pp. 208-11. 
Mortality from Certain Causes in the 
United States in 1938, Vol. 55, No. 5 
(Feb. 2, 1940), pp. 211-13. 

White House Conference. Children in a 
Democracy: General Report adopted by 
the White House Conference on Chil- 
dren in a Democracy, Jan. 19, 1940. 
Topical reports of various sections of 
the Conference in preparation. Wash- 
ington, 1940. 


Rickard Artkur Bolt, M.D., Dr.P.H., F.A.P.H.A., is 
director of the Cleveland Child Health Association; 
associate in Hygiene and Preventive Medicine and in 
Pediatrics, Western Reserve University; secretary of 
the Maternal and Child Health Section of the Ameri- 
can Public Health Association; and engaged in nu- 
merous other public health enterprises. He is author 
of “The Baby’s Health” (1924), “The Mortalities of 
Infancy’ in Abt’s “Pediatrics” (1923), chapter on 
“School Health Administration” in Chenoweth and 
Selkirk’s “School Health Problems” (1927), and has 
written extensively on maternal and child health sub- 
jects. 


The Health o? the School Child 


By Franx L. KELLY 


F ONE studies the statistics of 193) 
and those of 1940, very little change 
in the health of the school child is ap- 
parent. He now has the same defects, 
is afflicted with the same diseases, and 
dies of the same causes as did his prede- 
cessor of 1930. It is true, improvemert 
may be shown along certain lines, as ia 
the reduction of the number of dipk- 
theria cases and deaths. In New Yorx 
City, for the ten years 1920 to 1929 
inclusive, there was an annual average 
of 10,685 cases and 684 deaths. Dur- 
ing 1939 there were only 564 cases 
and 22 deaths.t Immunization against 
diphtheria in the schools of New York 
City has undoubtedly played a part in 
reducing cases and deaths, though tke 
greatest saving by this means has been 
among preschool children. 


Ams oF SCHOOL HEALTH PROGEAMS 
The aims and responsibilities cf 
school health programs as formulated 
by the Committee on School Health 
Service of the American Public Health 
Association in 1939 are as follows: 


1. To provide a Healthful Environment 
—This includes attention to the arrange- 
ment of the school program and the se- 
cial and emotioral tone of the classroom zs 
well as attention to school sanitation. 

2. To have a Planned Program for tke 
Care of Accidents occurring at school ard 
for cases of sudden sickness. 

3. To have a Planned Program for A3- 
sisting in the Community Program of Con- 
tagious Disease Control. 

4. To Teach Pupils Habits and Attitud:s 
conducive to the maintenance of gocd 
health, and to Facilitate the Accumulatim 
of Scientific Knowledge relating to the 
causes of disease, the way certain diseases 
are spread, and the known methods cf pr2- 


1 Quart, Bull. N. Y. City Dept. of Healts, 
8. 1, Feb, 1940. 
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venting disease from the point of view of 
both individual and community health. 

5. To Encourage the Periodic Health 
Examinations of pupils, to develop a plan 
whereby such examinations will be əb- 
tained, and to keep a cumulative record of 
the findings and recommendations. 

6. To Give Special Attention to Those 
in Need of Medical or Dental Care 
through a follow-up progrem which will, 
where necessary, guide pupils and parents 
to sources of medical and dental treatment. 

7. To Provide Special Education Fre- 
grams adapted to zhe needs of handicapped 
pupils. 

8. To Provide Supervision and In-serv- 
ice Training for Teachers and to place spe- 
cific responsibility in the hands of some 
person especially qualified in education and 
in school health work for co-ordinating all 
school health activities and for relating 
these to community health programs,* 


This program shows very little if any 
deviation from the minimum essentials 
of a comprehensive school health pre- 
gram as drawn up by the Committee on 
the Health of the School Child of the 
1930 White House Conference.’ 


CRITICAL ANALYSES 


If, however, one looks at the proce- 
dures followed and at analyses of the 
results obtained, it immediately becomes 
apparent that these are now subject to 
severe criticism and in process of 
change. Sydenstricker, in commenting 
on some of these criticisms, said: 


The school medical examination has be- 
come so routine a health procedure in tke 
public school system that any challenge of 
its efficacy almost smacks of heresy. Yet 
recently its efficiency is being questioned 


2 Report of Committee on School Health 
Service, Sup. American Journal of Public 
Health, 29: 32, Feb. 1939. 

3 White House Conference 1930 (New York: 
Century Co., 1930), pp. 167-69. 
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more and more frequently... . The cost 
of medical inspection or examination is so 
gigantic that the procecure calls for scien- 
tific appraisal of its value. Probably there 
will be few who would demand its aboli- 
tion. Some of the more important aspects 
of the question which need clarificaticn and 
evaluation are: (1) improvement in quality 
of the medical examinazion itself; (7) the 
determination of when and where it can be 
used to real advantage; and (3) its proper 
place in a program of school hygiene and 
its co-ordination with health services to 
preschool children as well as to szhool chil- 
dren, including health education and the 
training of teachers in hygiene and public 
health.* 


This critical analysis of the methods 
of the school healta program is a 
healthy sign. It represents but one 
type of analyses which are being under- 
taken in connection with practically all 
our public health procedures. Eegin- 
ning in 1929, health officials Zound 
themselves forced to operate on reduced 
budgets because of the depression. This 
made it necessary to evaluate proce- 
dures more carefully than ever before 
and to spend funds on those of proved 
merit. Thus the depression was not 
without its benefits to public healta, for 
now that increased funds are available, 
largely through Federal appropriations, 
we are in a position to spend more intel- 
ligently than ever before. As Syden- 
stricker pointed out in 1936, much pub- 
lic health work has been stardardized, 
which facilitates the adoption of a given 
procedure by a larger number of com- 
munities. This increases the danger in- 
volved in an uneconomical or effective 
procedure, and heightens the need for 
scientific evaluation of each specific pro- 
cedure.’ 


t Edgar Sydenstricker, “The Efficacy of the 
School Medical Examination,” Milbane Me- 
morial Fund Quarterly, 13: 391, Oct. 1935. 

5 Edgar Sydenstricker, “Economy in Public 
Heath,” Milbank Memorial Fund Quciterly, 
14: 3, Jan. 1936. 
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STUDIES IN New YORK AND BERKELEY 


A study conducted in New York City 
aad reported in Physical Defects—the 
Fathway to Correction ® was a startling 
revelation of the present inadequacy of 
medical inspection in the schools. Here 
it was shown that only 2 per cent of the 
cuildren with defective vision had ob- 
tained glasses, that only 2 per cent of 
tie extreme uncorrected dental deiects 
faund were in process of correction, that 
caly 5 per cent of hearing defects were 
in process of correction, and that 
caly 9 per cent of the extreme nutri- 
tonal defects were still being followed 
tv the schools. Besides the appallingly 
lew percentage of corrections made, it 
vas also found that there was no uni- 
firmity in the examinations. As re- 
grds tonsils, it was said that “no stand- 
acds are available which allow an esti- 
mate of the proportion of children who 
szould have their tonsils removed be- 
far the age of twelve, and it is open to 
question whether 50 per cent is not too 
high”; and further, “these examinations 
gave little or not emphasis to history.” 

It is true that many defects were not 
corrected because the parents were un- 
convinced as to the necessity for cor- 
reacting them. This is a further indict- 
ment of our school health program, for 
many of these parents must have been 
exposed to the school health program in 
tzeir own childhood, and apparently it 
friled to “take.” Many children with 
physical defects had not been ade- 
quately followed up; others had not had 
tiem corrected because of financial rea- 
szns and lack of corrective facilities. 

In a study made in Berkeley, Cali- 
fornia in 1936, the percentage of re- 
corded defects corrected was consider- 
aply higher. Sixty-eight per cent of the 
cnildren with visual defects had been 

6 Physical Defects—The Pathway to Cor- 


r=ction, American Child Health Association, 
1334. f 
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provided with glasses or were uncer 
treatment; &2 per cent with dental dz- 
fects had had them corrected or were 
under treatment; 68 per cent of those 
with defective hearing were under treat- 
ment or their hearing had improved; 
and 31 per cent with poor nutrition had 
had the condition corrected or ir- 
proved.’ 

For seventeen years Berkeley has 
had a completely generalized system cf 
public health nursing in which the dis- 
trict nurse in the schools not only car- 
ries on those duties usually assigned to 
a school nurse, but also carries those 
public health nursing functions which 
are the responsibility of the health de- 
partment and the visiting nurse assoz- 
ation. This not only brings to the 
school all the social, economic, ani 
health information concerning the farr- 
ily, but gives the nurse all the informe- 
tion obtained in the school regarding the 
child. Thus a complete picture of the 
child in the school, in the home, and in 
the community is available to beth 
nurse and teacher. This is absolutely 
essential if a sound program for the 
protection of child health is to be 
worked out from both the medical and 
the educational viewpoint. 


OTHER STUDIES 


Downes reported observations, over a 
two-year period, of 475 pupils in a 
grade school in Orleans, Cattaraugts 
County, New York. These observations 
were made in order to determine the 
relative importance of (1) the medical 
examination and (2) sickness recorcs 
in discovering conditions that migkt 
need correction or treatment, and the 
relationship between physical defects as 
discovered by medical examination and 
actual illness experienced by the pupils. 
It was found that 


TF, L. Kelly and M. Ihrig, Personal Com- 
munication—Report to be published. 
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children were absent from school on the 
average nearly four times a year for a total 
of nearly eight school days for causes 
which, with few exceptions, obviously are 
not taken into account at all, or at least 
nor directly by the physical examination.® 


Furthermore, Downes found no cor- 
relation between the existence of defects 
or impairments and the incidence of ac- 
tual sickness. She compared the prev- 
alence of specific defects found among 
221 children who had fewer than three 
sicknesses per school year with those 
found among 176 children who had five 
or more sicknesses, and drew the tol- 
lowing conclusion: 


Now the striking fact shown by this 
comparison is not that the defect rates 
were generally somewhat higher ın the 
“sickly” group, but that relatively a small 
proportion of 176 children who were ac- 
tually sick five or more times during a 
school year were discovered to have any 
serious defects upon physical examinations. 
In other words, the findings of the physical 
examination, even when considered from 
the point of view of specific and serious 
conditions, are a poor indication of the ex- 
tent to which the child is actually sick.® 


After one year of an “administrative 
research” study, planned for a period of 
four years, Nyswander found that when 
teachers referred children for medical 
examination on the presence of behavior 
symptoms related to health, rather than 
reporting diagnoses of defects, “only 10 
per cent of those referred were found by 
the physician to have no defects” and 
that “they referred children for medical 
attention who needed it.” 1° 

The type of “teacher references” sug- 
gested by Nyswander showed 


8 Jean Downes, “Sickness Records in School 
Hygiene,” Amer. Jour. Pub. Health, 20: 1199, 
Nov. 1930. 

8 Ibid. 

10 Dorothy B. Nyswander, “Practical Pro- 
cedures in School Health Service,” Amer. Jour. 
Pub. Health, 28. 334, May 1938. 
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that in using the teacher as a primary 
screen, (1) knowledge and reports of de- 
fects by teachers and medical staff become 
identical; (2) the physician has a personal 
professional interest in the child examined 
because he feels that a need for the exam- 
ination has been expressed; (3) an avenue 
is opened widely by means of wk:ch the 
school physician and the school nurse may, 
through their subsequent conferences with 
the teacher, instruct her in making more 
valid health observations of her children, 
inform her as to the recommendations 
made to the parent concerning each defect, 
and gain her co-operation. In addition, 
these same conferences serve the purpose 
of bringing to the medical staff the instruc- 
tion it needs in becoming aware of the 
emotional, social and educational life of 
the child. Such information is nezessary 
if the school health service is to m2et the 
objective of really educating child and 
parents. This objective must not be neg- 
lected nor ignored.*2 


These studies and analyses of the 
school health programs in no sense pre- 
sent destructive criticism, but rather are 
an attempt to evaluate procedures in 
order to improve them and to make 
them more effective. 


IMPROVEMENT OF MEDICAL 
EXAMINATIONS 


Certain definite trends for improving 
the health service, particularly the med- 
ical examination and its place in the 
program, are now beginning to be ap- 
parent. After concluding that “thor- 
ough examinations bv the physician are 
very desirable but very rare,” F-anzen 
makes two recommendations for their 
improvement: 


Initiation by the teacher and reference 
to the physician would make more in- 
tensive examinations possible. 

Measurement and “history” could be 
better supplied by others, thus permitting 


11 Dorothy B. Nyswander, “Practical Pro- 
cedures in School Health Service,” Amer, Jour. 
Pub. Health, 28: 334, May 1938. 
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th2 physician to concentrate on his appro- 
priate function, diagnosis.12 


This placing of the responsibility on 
the teacher for initiation of the health 
examination is concurred in by many in- 
vestigators. Nyswander came to the 
same conclusion. Gudakunst reports 
the use of this procedure in Detroit,” 
bet goes a step further in freeing the 
school physician’s time. If the teacher 
discovers a defect in a child and the 
child is under medical care, then this 
child is not referred to the school phy- 
sician. In many school health programs 
this is not the case, and many children 
who are, and all their lives have been, 
under adequate medical care are regu- 
larly examined at periodic intervals by 
the school physician. This procedure is 
not only a waste of time, money, and 
effort, but is responsible for much of 
the friction between the physicians and 
the school health service. For a number 
of years in Detroit, the child whose 
parents can afford the services of a pri- 
vate physician is given a periodic exam- 
ination by his own physician. If the 
findings of this examination are trans- 
titted to the school health service, the 
child is not examined by the school au- 
thorities. 

The same procedure has been fol- 
lowed in Berkeley, and it is gratifying 
to note that an increasing number of 
children are being examined by their 
cwn physicians with excellent co-opera- 
tion between the physicians and the 
scnool health service. Smiley suggests 
a school health service in which the an- 
nual examinations would be taken over 
in time by the practitioners of medicine 
end dentistry.* This may not be en- 


12 R, Franzen, An Evaluation of School 
Health Procedures (American Child Health 
Association, 1933), p. 72. 

13 Don W. Gudakunst, “School Health In- , 
spection by Teachers,” Milbank Memorial 
Fund Quarterly, 25: 139, April 1937. 

14 D, F. Smiley, “An Approach to the Medi- 
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tirely feasible at present, but it seems 
to be an ultimate goal toward which we 
should strive. 


EDUCATION FOR NEED OF HEALTH 
SERVICES 


The function of the school health 
service is not merely to provide for tke 
discovery of defects and their corre- 
tion, but to educate the children arc 
their parents to the need for adequa-e 
medical supervision. Rogers says: “= 
is a part of education to see that the 
family physician is given the place Lz 
deserves in the social scheme. Ez 
should be the periodic examiner if pos- 
sible.” 35 

Gudakunst points out that the scho-] 
health program has not been effective in 
educating the particular child or the 
community as a whole. The child has 
been taught to depend on the szhozl 
and the teacher for his essential medi- 
cal advice and service. He has hed 
things done for him rather than takirz 
part in the services himself. He is noz 
taught how to obtain medical services, 
since these are provided by the schocl. 
In doing this, 


We have tried to teach our school children 
to be good citizens, to care for themselves, 
to help preserve the health of the natioa, 
and the race, through the process of having 
all the things that have been mentioned 
done for him. . . . Year after year the 
school has been presented with the same 
old problems and has had new ones added 
as time went on. People have not been 
taught to use their own initiative in secur- 
ing either corrective or prophylactic meci- 
cal care. They have not become az- 
quainted with the medical facilities ard 
practices of the present day, nor have ther 


cal Problem of School Medical and Dental 
Service,” Journal American Medical Assocti- 
tion, 108: 435, Feb. 6, 1937. 

15 J. F. Rogers, “Health Education amd 
Health Services in the Schools,” Jour. Amer. 
Med. Assoc., 109: 842, Sept. 11, 1937. 
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learned the method of using them to the 
best advantage.18 


INTEGRATION OF SERVICES 


It is now recognized more than ever 
before that the school health program 
is only a part of the community health 
program and must be completely co- 
ordinated with it; that without an ade- 
quate community program the school 
cannot succeed in doing a good job in 
protecting the health of the child; tkat 
the child will not achieve health in 
school unless his health has been pro- 
tected in his preschool days; that if we 
are to understand his health problems 
in school we must know his environ- 
ment at home and his attitudes at play 
as well as in school; that we are dealing 
with an individual not only in school 
but in the home and in the communizy. 
In regard to the ‘program of mental hy- 
giene in the schools, Shepard states: 
“The trend in school mental hygiene 
programs seems to be toward the incu- 
sion of this as a part of broader commu- 
nity health and welfare programs.” +7 

One of the ways in which this inte- 
gration can be accomplished is through 
a generalized system of public heath 
nursing. In an article discussing the 
program of the Children’s Bureau, Len- 
root writes: 


Administration of the three types of aid 
for maternal and child health and child 
welfare services will be closely integrated, 
for we have learned that it is impossible 
to divide a child’s life into separate com- 
partments; physical and mental health are 
mutually interdependent. Locally, a bread 
base of county or district public health 
service and social service is essential. The 
maternal and child health program, to be 
successful, must be developed as a part of 


16 Don W. Gudakunst, “The Aims of the 
School Health Service,” Amer. Jour. Pub, 
Health, 25. 1135, Oct. 1935. 

17C., E. Shepard, “Mental Hygiene Pro- 
grams in Schools and Colleges,” Amer. Jour. 
Pub. Health, 27: 67, Jan. 1937. 


110 


a generalized service, with specialized con- 
sultant service provided.1® 


ADVANTAGES OF GENERALIZED SERVICE 


Among the advantages to the school 
health program of a generalized public 
health nursing service, Ross includes the 
following: 


An appreciation by the nurse that the 
child’s health and welfare must be consid- 
ered in the light of the entire family situ- 
ation. His importance in the family is 
relative and his persanal hygiene and be- 
havior depend largely upon the home situ- 
ation. If the family income is limited, 
relative importance must determine what 
physical defect or health condition in the 
family shall receive frst attention. 

A maximum of community heelth re- 
quires consideration of the child’s health 
and welfare before he enters school. 

The school experience of the child with 
problems may be less difficult after the 
nurse informs the interested teacher about 
his whole family situation. 

The visit to the school by the parent can 
be utilized for discussing other family 


18 Katharine F. Lenroot, “Advancing the 
Health and Welfare of the Nation’s Children 
through Federal and State Cooperation,” 
Milbank Memorial Furd Quarterly, 14: 132, 
April 1936. 
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problems, and every visit by the nurse to 
the home can be used to reinforce the 
health teaching in behalf of the school 
child. 

Communicable disease is better con- 
trolled. The school nurse, because she is 
also the communicable disease nurse, knows 
of the new cases of communicable disease 
in the schoo! sooner than if she had to wait 
zor reports, as the specialized nurse does. 
The generalized nurse also knows of the 
other cases of communicable disease in the 
district as well as the school children. She 
can be on the alert for symptoms and see 
that her teachers are also.1® 


These are not theoretical but practi- 
cel advantages, observed in Detroit 
where part of the city is served by spe- 
cialized nursing service and part by a 
generalized system. In Berkeley, as has 
been stated before, where a generalized 
system of public health nursing service 
has been in operation since 1923, the 
experience has been the same. Such a 
service is one of the great advances in 
improving the school health program, 
both from the standpoint of education 
and of service. 


19 Grace Ross, “School Nursing in a Gen- 
eralized Nursing Program,” Amer. Jour. Pub, 
Health, 27: 909, Sept. 1937. 
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Status of Nutrition Work with Children’ 


By LD J. ROBERTS 


UTRITION work is a relatively 
new field of social endeavor. As 
here used, the term implies all the work 
that is being done specifically towarc 
the end of improving the dietary hebits 
and nutritional status of the people. 
The recognition of the need for this 
service is a direct outgrowth of the 
newer knowledge of nutrition which has 
been developing at so remarkable a rate 
during the past few decades. As é re- 
sult of research in nutrition laboratories 
throughout the country there has been 
a widespread recognition of the impor- 
tant role played by nutrition in physical 
health and well-being, and the desire has 
naturally arisen to have this knowledge 
utilized for the benefit of the rank and 
file of the population. 


EXTENT OF NUTRITION WORK 


There are many influences which arz 
working toward the nutritional better- 
ment of children. Some are direct serv- 
ices which are carried out under the di- 
rection of nutritionists specially trained 

1 Much of the material contained in ths 
article was of necessity obtained from first- 
hand reports of persons in close touch witz 
various aspects o: nutrition work, and als: 
from unpublished papers and other record. 
The writer is especially indebted to the fo 
lowing Marjorie Heseltine, consultant in nt- 
trition, U. S Children’s Bureau, and chairman 
of the Department of Social Welfare and 
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nomics Associaticn; Miriam Birdseye, nu- 
tritionist, U S. Department of Agricultur:, 
Extension Service; Harriet Stone, superviscr 
of nutrition, Public Schools, Newark, N. J; 
Mary McCormick supervisor of health teact- 
ing, New York State Department of Educe- 
tion; Blanch Dimond, director nutrition ser- 
ice, Community Health Association, Bestor; 
Elizabeth Rivers, regional home managemert 
adviser, Farm Security Administration, Mi- 
waukee; and Marietta Eichelberger, directes 
of nutrition service, Evaporated Milk Assc— 
ciation, 
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for this work. In other cases nutrition 
is promoted in more generalized ways 
or as part of other types of welfare pro- 
grams. 

In a survey made for the White 
House Conference on Child Health and 
Protection in 1929, it was shown that 
some form of specialized nutrition serv- 
ice was then being carried on by various 
departments of the Federal Govern- 
ment, by certain state and municipal de- 
partments of health, by the American 
Red Cross, by state departments of edu- 
cation, by a few food clinics in hospitals, 
and by a number of private welfare or- 
ganizations. At that time 273 nutri- 
tionists were known to be engaged in 
this work. This is exclusive of home 
economics teachers, home demonstration 
agents, dietitians, and other workers 
who render variable amounts of nutri- 
tion service as part of more varied pro- 
grams. 

There is no comparable basis for esti- 
mating the extent of activity at the 
present time, but informal reports by 
workers familiar with the situation inci- 
cate that there has been a substantial 
extension of the work in all these areas, 
with an estimated number of nutrition- 
ists of about 400,” distributed approxi- 
mately as follows: 75 in state extension 
service, 60 in state, county, and city de- 
partments of health, 100 in privately 
supported health and welfare agencies, 
and the remainder in public welfare de- 
partments, food clinics, and other or- 
ganizatjons. This is not a large number 
of workers spread over the United 
States, but since these nutritionists work 
largely through other groups who have 


2 This does not include supervisors of 
WPA. projects related to nutntion. A rough 
count from records available indicates that 
there are 362 or more ọf such workers, 
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close contact with the people—home 
demonstration agents, teachers, ferm se- 
curity workers, nurses, social workers, 
physicians, and dentists—the efect of 
the program is more far-reachinz than 
the mere number of workers would indi- 
cate. 

What does nutrition work involve and 
how is it being carried on? We have 
said that the objective of the program 
is to have an ever increasing proportion 
of the people of the country living on 
fully adequate diets. It is obvious that 
this cannot be effected by the simple 
expedient of issuing a decree or waving 
a wand, but is rather a long-time pro- 
gram of mass education and motivation. 
If the desired end is to be accomplished, 
the general population must not cnly be 
taught “what. is good to be done,” but 
must be so convinced of its importance 
as to impel them to make the necessary 
changes in their dietary habits tc effect 
it. The methods used to bring this 
about vary with the community, the 
section of the country, the socio-eco- 
nomic status, and the racial and family 
dietary customs. The nature əf the 
work which must actually be done to 
effect this can be better understood by 
a description of a few typical programs. 
Since the nutrition of children is de- 
pendent upon the nutrition of the whole 
family, no attempt will be made to sep- 
arate the two sharply in this discussion. 


THE EXTENSION SERVICE IN 
RURAL AREAS 


One of the oldest and most effective 
pieces of nutrition service is that being 
done in rural areas by the Cooperative 
Extension Service of the United States 
Department of Agriculture. This serv- 
ice was created by the Smith-Lever Act 
of 1914. Under the terms of this act 
the Federal Government co-operates 
with the states and territories in help- 
ing to bring to the rural populaticn bet- 
ter methods of agriculture, homemak- 
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ing, and other aspects of rural living. 
Though all phases of the work have 
scme bearing on the nutrition of the 
people, the work most directly focused 
toward this end is carried on by county 
home demonstration agents, under the 
direction of state and district leaders 
and with the guidance of state special- 
ists in foods and nutrition and various 
forms of food production. 

According to Miriam Birdseye, nutri- 
tionist of the Federal Extension Serv- 
ice, in 1939 there were 2,158 home dem- 
onstration agents carrying on nutrition 
activities in 1,792 counties in 46 states, 
under the guidance of 75 state nutri- 
tionists. The work of the agents is ex- 
tended by the training of rural women 
to act as local leaders; in 1938 these 
numbered 21,600. It is estimated that 
in 1939 nutrition work was organized 
in $0,000 communities in the United 
States and reached in some degree over 
500,000 families. 

The program functions largely 
through local clubs under the sponsor- 
ship of the home demonstration agent. 
Since all aspects of home living are sub- 
jects of study in these clubs, the home 
demonstration agent must be a “general 
practitioner” rather than a specialist in 
any one line, and must rely on the serv- 
ices of state specialists in the different 
fields for help in keeping abreast of 
newer developments, and in organizing 
programs and helping to make them 
successful. The state extension nutri- 
tionist renders this service for her field, 
gives periodic training to the county 
heme management supervisors of the 
Farm Security Administration, and as- 
sists many other groups of professional 
workers, such as teachers and social 
service workers, with subject matter. 

The greatest strength of this type of 
extension program lies in the fact that 
it takes into account the whole family 
situation and sees nutrition as but one 
part of the total problem oï how to se- 
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cure for the family the most wholesome 
type of living. The foods and nutrition 
project interlocks with the work in agri- 
culture and the 4-H clubs, linking farm. 
production and income with the family 
food supply, the family meals, and the 
nutrition of children. 

In one of the most comprehensive 
types of programs, for example, the club 
members work out a complete nutrition 
budget. Thev first learn what are the 
dietary requirements for their own fam- 
ilies and then translate these into the 
actual daily, weekly, and yearly quanti- 
ties of specific foods required to supply 
them. They then plan a food produc- 
tion, preservation, and storage program 
and budget to provide for the amounts 
of these foods that must be raised or 
stored—eggs, fruits, and vegetables in 
summer to last through the winter 
months, and meat in the winter to carry 
over the following summer—and also 
figure what must be bought to insure an 
adequate diet the year round. This 
may lead to projects in planting fruit 
trees and vegetable gardens, and in- 
creasing the milk and egg production 
or at least retaining more for the family 
use. It leads also to work in efficient 
buying, and to family meal planning 
and food habit building which is a basic 
part of the program, along with proper 
methods of food preparation. 

It may seem strange that this type 
of education is needed in rural areas 
where the protective foods are so easily 
produced. It is true that studies of 
food consumption show that diets of 
farm families in general average better 
than for other population groups, espe- 
cially village families. Yet the diets of 
many farm families are definitely poor. 
This may be due to a lack of under- 
standing of the importance of the basic 
foods in the health of the family, or to 
the failure to produce or use these foods 
for family corsumption. Too many 
farm families tend to regard milk, 
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cream, and eggs mainly as cash produce, 
and fail to hold back enough for family 
use. They sell their wheat and buy 
back white flour, bread, and other re- 
fined cereals and bakery goods. Al- 
though there has been a notable trend 
toward home production of food in re- 
cent years, many farmers still begrudge 
any time put into planting or caring for 
gardens or fruit trees, and concentrate 
all their efforts on putting in “cash” 
crops, on which the returns are often 
small or uncertain. This latter is espe- 
cially true in one-crop farming areas 
which specialize in products like cotton, 
tobacco, potatoes, fruit, or truck. Here 
high-priced land, a high percentage of 
tenancy, frequent movings, and otker 
factors all tend to discourage home food 
production. 

The extension program is trying to 
change this situation by leading farm- 
ers to see that their wisest policy is to 
make sure that their farms yield, first 
of all, adequate nutrition for their own 
families. In one state during the past 
few years when incomes were extremely 
low and families poorly fed, the whole 
state nutrition program was concen- 
trated on this problem under a cam- 
paign to “Feed the Family First,” with 
significant results. 

Many other types of attack are used 
in different localities according to the 
interest and need. In short, the exten- 
sion program in nutrition is a “down to 
earth” one that attempts to get at the 
basic nutrition needs of the particular 
group with which it deals and to do 
whatever is fundamentally required to 
help to care for them. 

Effective nutrition work with farm 
families is also being rendered by tae 
Farm Security Administration. Tae 
advantage of this approach is that fami- 
lies who receive loans are required as 
one part of their agreement to make 
definite plans to provide adequate nutri- 
tion through home production and stcr- 
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age of foods and in other ways. Yearly 
food budgets are made out with the help 
of the supervisor, who also gives fol- 
low-up assistance during the year. One 
thousand or more such supervisors are 
working with farm families in the 
United States, and there has been a 
notable improvement in the dietaries of 
the families so reached. 


NUTRITION SERVICE IN STATE DEPART- 
MENTS OF HEALTH 


One of the most noteworthy develop- 
ments of nutrition service during recent 
years has occurred in state departments 
of health as a part of the Maternal and 
Child Health services originated under 
the provisions of the Social Security Act 
of 1935. Before 1935 only three states 
had established special nutrition serv- 
ice: Massachusetts in 1917, New York 
in 1922, and Connecticut a year later. 
In May 1940, as a result of the Social 
Security Act, twenty-five states, the Dis- 
trict of Columbia, and Hawaii had es- 
tablished nutrition as one of the essen- 
tial services, and over fifty nutritionists 
were carrying on the work. One Fed- 
eral nutritionist in the Children’s Bu- 
reau serves as adviser and co-ordinator 
for the programs. A marked extension 
of the service and the workers engaged 
in it will occur during the next fiscal 
year. 

Nutrition has thus become a func- 
tional part of state work in maternal 
and child welfare. Since the number of 
nutritionists is limited (most states have 
only one, but several have two or three, 
and Massachusetts has nine), nutrition 
must be promoted largely through indi- 
rect methods. This is effected by in- 
struction of nurses and other workers 
in the essentials of nutrition and its 
practical applications so that they may 
utilize this knowledge in their more 
individualized work with parents and 
children; by lectures on pertinent as- 
pects of nutrition before various profes- 
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sional or lay groups; by preparation 
ard distribution of literature and visual 
education material on practical aspects 
of nutrition and diets for families or 
children of different ages; by co-operat- 
ing with other agencies and workers 
such as extension service agents and 
state nutritionists, school lunch man- 
agers, and other groups and individuals 
who are in positions where they can 
directly influence the nutrition of chil- 
dren. The attempt is, in short, to in- 
corporate nutrition into all existing serv- 
ices and contacts, with the view to 
extending its benefits to the largest pos- 
sible number of people. Even a limited 
number of nutritionists can thus have a 
significant influence on national nutri- 
tion. 


NUTRITION Work IN CITIES 


Service similar to that which has just 
teen described is also being rendered in 
a few county and municipal depart- 
ments of health. Detroit, Milwaukee, 
New York City, and Jefferson County, 
Alabama are reported to have such serv- 
ices under the direction of nutritionists, 
and others may also have them. ‘The 
employment of nutrition consultants by 
local health agencies is, however, far 
from being a general practice. 

Most of the nutrition work carried 
cut on a city-wide basis is being done 
by private agencies. There is no way 
cf knowing the exact number of these 
cr the amount of nutrition work they 
are doing. Some of the larger cities 
have visiting nurse associations which 
serve a small proportion of the people, 
and these are rendering at least some 
measure of nutrition service. Many of 
them extend their attention through the 
preschool period, and some employ nu- 
tritionists to be responsible for the nu- 
trition aspects of the work. In this lat- 
ter group is the Infant Welfare Society 
of Chicago, which has four nutritionists 
who work with physicians and nurses in 


STATUS OF NUTRITION WORK WITH CHILDREN 


both prenatal and preschool conference 
on nutrition problems. This means not 
only instructing mothers in what to feed 
their children, but also helping them ta 
, plan their budgets so that they can se- 
cure the food, end often showing them 
how to get the children to eat it as well. 
Other community agencies deal with 
nutrition problems of the entire family. 
Two of the oldest and most effective of 
these are the New York Association for 
Improving the Condition of the Poor? 
and the Community Health Association 
in Boston. The latter organizatior. op- 
erates through thirteen districts in vari- 
ous sections of greater Boston, seven of 
which are housed with city health units, 
thus favoring co-operation between the 
agencies. Nutrition work, as in the 
state work which has been described, is 
carried out to a considerable extent 
through the nursing service. That is, 
the nutritionists, of whom there are 
nine, work through the 135 to 140 ub- 
lic health nurses who are the main con- 
tact people witk the families. The nu- 
tritionist gives such instruction as is 
necessary to the nurses in the subject 
matter of nutrition, shows them how 
they can adapt it to the needs of :ndi- 
vidual families with whom they work, 
consults with the nurses on problems of 
individual families, and when indicated, 
visits the homes with them to furnish 
more specialized help that may be re- 
quired. The purpose is to equip every 
nurse with the essentials of practical nu- 
trition so that in every one of the 200,- 
000 visits made annually by the nurses 
such knowledge will be in their con- 
sciousness to function when needed. 
This program is fairly typical of 
those carried or by similar agencies in 
other cities. One private agency which 
deserves special mention, as one which 
is focusing its major activities on nutri- 
8 Recently comtined with the Community 
Service Society of New York. 
4 Blanch Dimond, unpublished manuscript. 
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tion of children and related problems, is 
the Elizabeth McCormick Fund of Chi- 
cago. In this agency the nutrition serv- 
ices are rendered directly to children 
and their parents by the Fund’s own 
staff of nutritionists, physicians, and al- 
lied workers. This service is extended 
to schools, clients of social agencies, set- 
tlement groups of mothers and children, 
nursery schools, and parents in parent 
education classes. The Fund also 
stands ready to co-operate with other 
agencies in projects for child welfare. 


NUTRITION SERVICE OF THE AMERICAN 
Rep Cross 


An active program of nutrition serv- 
ice was carried on by the American Red 
Cross from 1921 to 1932, but has been 
more restricted since that time. During 
the past year fourteen chapters were 
carrying on a nutrition service. At 
present the nutritionists are working 
largely through nurses, case workers, 
and teachers who are reaching families 
on an individual basis, also through vcl- 
unteer nutritionists by way of classes in 
food and nutrition for high school stu- 
dents and adult groups. 


NUTRITION IN RELIEF AGENCIES 


There can be no question that relief 
feeding which has increased to such tre- 
mendous proportions during recent 
years has had a marked influence on 
the nutrition of children, but there is 
no way of knowing whether the sum to- 
tal effect has been good or ill. It goes 
without saying that when relief is in- 
adequate, the nutrition of the children 
and the family suffers, for food is the 
item in the budget which can be most 
easily cut. There is plenty of informal 
evidence, moreover, to show that this 
has been happening in many localities 
where the relief allowances are drasti- 
cally low. Where relief is more ade- 
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quate, however, the net result may be 
actual improvement in nutritional status 
and general health. 

For some families the relief allowance 
constitutes an actual increase over for- 
mer income, thus permitting an im- 
proved standard of living, including 
greater expenditures for food. Physi- 
cians who have exemined children in 
some localities where all families are on 
marginal incomes report that those on 
relief are definitely better nourished 
than those that are not. This is espe- 
cially true, as might be expected, when 
food relief is given partly or entirely in 
kind, for the essential foods are actually 
provided rather than being left to 
chance buying habits of families. This 
is probably not the best method from 
the larger viewpoint of the families’ 
whole mental and social welfare, but 
from the physical standpoint the results 
are unquestionably good. 

The same results, though to a smaller 
degree, can be obtained through educa- 
tion. In many relief organizations the 
services of nutritionists or home econ- 
omists are available for helping on gen- 
eral budget and food problems, and var- 
iable amounts of nutrition education 
are possible according to the setup. In 
some cases leaflets and other materials 
are prepared and distributed to clients 
which tell in simple terms what foods 
are essential and why, the amounts nec- 
essary for a family, and what foods to 
buy to get the greatest return for the 
money spent. Food demonstrations and 
informal talks to groups are likewise 
utilized, as are also individual confer- 
ences if enough workers are available. 
Such education, when combined with an 
adequate food budget, may actually re- 
sult in improved nutrition for families 
receiving it. 

"See summary and references in writer's 
text, Nutrition Work with Children (Chi- 
cago: University of Chicago Press, 1935), pp. 
245-48; references, 264. 
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NUTRITION IN SCHOOLS 


It is obvious that the agency which 
should be looked to for the most wideé- 
spread and effective nutrition education 
is the public school. Yet for the coun- 
try as a whole, this would appear to be 
still largely a neglected eld. Most 
schools do, it is true, have some type of 
health education program in which nu- 
trition is recognized at least to the ex- 
tent of stressing the value of milk and 
other basic foods, often with significant 
results. It must be admitted, however, 
that in the rank and file of schools little 
effective nutrition work has been accom- 
plished. This is due primarily to the 
fact that nutrition is a specialized field, 
and the training of the teachers has nei- 
ther made them aware of the problem 
nor prepared them to handle it. 

In at least a few schools, nutrition has 
been made a major focus of attention 
by the employment of a nutritionist on 
the administrative and supervising staff 
ta provide in-service training for teach- 
ers and to see that good nutrition teach- 
ing and practice function throughout 
zhe school program. 

Newark, New Jersey, for example, 
has such a nutrition supervisor, who acts 
as consultant, guide, and teacher in this 
field, just as other specialists—art, mu- 
sic, physical training—do in theirs.’ 
She is a member of the curriculum com- 
mittee, and, as such, can help to fit suit- 
able nutrition material and projects into 
natural and appropriate situations. She 
helps the teachers with materials and 
methods of presentation, and also does 
demonstration teaching when needed. 
She is responsible for the adequacy of 
the school lunches served, and for de- 
vising ways and means of utilizing the 
school lunch as educational activity. 
Her province is, in short, to be con- 

SH. Stone, “The Functions of the Nu- 


tritionist,” Journal of Health and Physical 
Education, 9 (1938), 462. 
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stantly alert to the nutrition and other 
health needs of the school, and to work 
with teachers and other members of the 
staff in any way that may be needed to 
promote better nutrition. 

The state of New York, moreover, has 
this same type of service over a more 
extended area. A qualified nutritionist 
is on the State Board of Education as 
State Superviscr of Health Teaching, 
and a number of other cities in the state 
have nutrition-health educators on their 
staffs to carry on activities similar to 
those which have been described. Ak- 
ron, Ohia, also has a part-time nutrition- 
health supervisor, and it is probable 
that there are others of which the writer 
is unaware. In the main, however, these 
may be regarced as unique services, 
which typify the lines along which fur- 
ther development may well come if 
widespread nutritional betterment is to 
be attained. 

The school lunch should also be men- 
tioned as one agency which is operating 
as a health influence in many schools 
even when there is no other type o 
health program. The mere provision 07 
one suitable meal during the day may 
result in nutritional betterment of many 
children. When this is accompanied by 
an educational program, the results are 
more outstanding. Unfortunately many 
school lunches fall far short of what 
they should be, but others are rendering 
real nutrition service. 


NUTRITION IN OTHER WELFARE 
PROGRAMS 


There are other agencies whick are 
influencing nutrition in varying degrees 
in connection with more general pro- 
grams. First in this group should be 
listed the large number of physicians, 
particularly pediatricians, who in pri- 
vate practice and in clinics and welfare 
conferences are raising the standard of 
child nutrition, especially through im- 
proved methods of infant feeding. 


1.7 


Among the important factors in modern 
pediatrics which contribute toward bet- 
ter nutrition are increased emphasis on 
breast feeding, early and consistent use 
of cod liver oil and orange juice or other 
good sources of the antirachitic and the 
antiscorbutic vitamins, greatly improved 
methods of artificial feeding for infants 
who cannot be breast fed, and better 
understanding of the psychology of 
child feeding and its application to the 
introduction of new foods and the train- 
ing in right food habits. 

For the children who have the privi- 
lege of such service, the results are 
marked by superior growth and devel- 
opment and other evidences of adequate 
nutrition. In the more favored eco- 
nomic groups such pediatric care may 


` be extended throughout childhood with 


its continued benefits, but unfortunately 
the majority of the children in the coun- 
try do not have such advantage. 

Dentists, too, are becoming increés- 
ingly aware of the relation of nutrition 
to dental problems and are stressing it 
in their work. This consists primarily 
of urging the wider use of milk and 
some source vitamin D, and the re- 
striction of sweets—factors which are 
especially important in dental health. 

There are, moreover, a few examples 
of real nutrition work in dental pro- 
grams. Notable among these is the 
Forsyth Dental Clinic in Boston, which 
renders service to large numbers of chil- 
dren annually. This clinic has a nutri- 
tion department in charge of a qualified 
nutritionist, and all children who come 
to the clinic receive nutrition and gen- 
eral health education and guidance suck. 
as has been described in previous sec- 
tions. The University of Califorria 
Dental School has added a nutritionist 
to its staff to give fundamental trainiag 
in nutrition to the dental students anc 
also to supervise the nutrition work ir 
the clinics. 

This is one of the most hopeful meth- 
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ods of promoting nutritional betterment 
on a wide scale, for people do want 
good teeth, especially for their children, 
and the dentist is in a strategic position 
to convince them of the importance of 
good nutrition in attaining this end. 


NUTRITIONAL EDUCATION 


Another factor which is influencing 
national nutrition in a generalized way 
is the teaching of home economics in the 
colleges and lower schools of the coun- 
try. This work is offered in all the land 
grant colleges of the several states, as 
well as in the large majority of normal 
schools and public and private universi- 
ties and colleges. A conservative esti- 
mate would be tha: upwards of fifty 
thousand young women in these institu- 
tions must be majoring in this field at 
any given time, and that many other 
students are receiving some training in 
special “service” courses in nutrition 
which are given for non-majors. 

How does this training affect popular 
nutrition? Granted that this teaching 
may not always “take,” it is reasonable 
to assume that these young women ap- 
ply something of whet they have learned 
to their own living. The majority of 
them, moreover, utilize their training for 
a few years in some professional field 
and then marry and start homes of their 
own, where it is hoped that their knowl- 
edge functions in the family meals and 
the rearing of children. A considerable 
number teach home economics in sec- 
ondary and elementary schools, where 
they have contact with large numbers 
of young people who will shortly be 
entering homes of their own. It is rec- 
ognized, of course, that the possibilities 
of these contacts are far from being 
fully realized, but it may be assumed 
that many individuals and families in 
the country are profiting in some meas- 
ure from this widespread “inoculation.” 

More specific nutrition service is ren- 
dered by home economists who take fur- 
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ther special training which fits them to 
become hospital or clinic dietitians, 
home demonstration agents, nutrition- 
ists, teachers or research workers in col- 
lezes and universities—positions whose 
functions are entirely or in significant 
degree concerned with nutrition in its 
human applications. 

Many other agencies which are influ- 
encing nutrition as part of broader pro- 
grams can only be briefly mentioned 
here. Among these are: (1) various de- 
partments, bureaus, or services of the 
Federal Government, especially the 
Children’s Bureau, the Bureau of Home 
Economics, the Public Health Service, 
and the Department of Agriculture Ex- 
tension Service; (2) various founda- 
tions established in the interests of pub- 
lic health and social welfare, such as 
the Milbank Memorial Fund, the W. K. 
Kellogg Foundation, and the Children’s 
Fund of Michigan; and (3) certain 
business organizations of food industries. 
The method of influence common to 
most of these groups is the publication 
and dissemination of popular bulletins 
on nutrition, child care, and related 
aealth and welfare factors. It would be 
difficult to estimate how far-reaching 
zhe effects of such bulletins are in terms 
of human nutrition, but it is reasonable 
tc assume that a considerable number 
of children must be better nourished 
and cared for because of them. 


INFLUENCE OF BUSINESS GROUPS 


One word must be said about the in- 
fluence of the business groups on child 
nutrition, both through the educational 
material which they distribute to schools 
and through their advertising. It is ob- 
vious that the object of these concerns 
is to sell their goods, and the effect of 
their programs will be good or ill de- 
pending upon the product and the pol- 
icy of the organization. 

Fortunately the net result of much of 
this is good, especially where there is a 


. 
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trained home economist or nutritionist 
on the staff of the organization. This is 
true especially of the programs dealing 
with basic commodities—milk, eggs, 
fruits, vegetables, and other natural 
foods—which have been shown to ke 
consumed in emounts below what are 
needed to insure adequate nutrition for 
the country, and also for sources of vita- 
min D. For these products the desires 
of the business groups and those inter- 
ested in human nutrition are in accord. 
Both wish to increase the use of these 
foods until every person in the country 
is having his just quota, and since it is 
immaterial to the nutritionist what par- 
ticular form or brand of the food is used 
save as the factor of cost enters in, the 
campaigns of these rival firms are all to 
the good. These commercial groups 
have thus been major influences in in- 
creasing the use of such foods, especially 
fruits as antiscorbutics, milk in its vari- 
ous forms, and cod liver oil and other 
forms of vitamin D. 

Unfortunately, however, the results of 
food advertisirg are not always bene- 
ficial. This is true especially of refined 
foods which are already being consumed 
in amounts greater than are desirable 
for good nutrition, and of many fabri- 
cated foods which are promoted with 
extravagant claims by every knowr. type 
of advertising. There is no objection to 
these foods in themselves, for they are 
usually perfectly palatable and whole- 
some; but they are expensive in relation 
to their food value, and have no advar- 
tage over the cheaper natural foodstuffs. 
Their purchase by families who have 
limited incomes, therefore, means going 
without other essentials, and the general 
nutrition of the family may be definitely 
lowered by their use. 

It is desirable, of course, that nutri- 
tion education should be done by health 
workers who have no financial interests 
involved, but who are concerned solely 
with the public welfare. It could be 
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properly safeguarded if all schools had 
sound nutrition education programs of 
the type that have been described, for 
they would then have a sound basis for 
judging foods and the advertising there- 
of on their own merits. 


MEASURING THE ACHIEVEMENT 


It has been seen in the foregoing re- 
view that there are many agencies and 
types of activity that are tending in 
varving degrees to affect the nutrition 
of children. One danger which arises 
from listing these agencies, even in this 
brief and incomplete form, is that the 
very enumeration of them at some 
length seems to magnify their signif- 
cance when considered in relation to the 
total problem. Description of outstand- 
ing work done by a few agencies in cer- 
tain cities, rural communities, or school 
systems, for example, tends to give the 
impression that all cities, rural com- 
munities, and schools have similar serv- 
ices. 

As a matter of fact, if one could get 
a bird’s-eye view of the whole country, 
all the activities which have been de- 
scribed would appear as only small bits 
of influence here and there, which are 
affecting only a relatively small propor- 
tion of the population. The extension 
service would appear as a slender thread 
radiating to every state and many coun- 
ties therein, but even it is not reaching 
more than a small fraction of rural 
homes. The other agencies listed would 
extend this thread to many other areas, 
especially in lower income groups in 
cities. But if every thread of influence 
which has been listed could be followed 
to the individual homes affected, it is 
probable that by far the larger propor- 
tion of the homes, and consequently the 
children, would still appear to be prac- 
tically untouched. 

The results of nutrition work cannot 
be evaluated by any one precise method. 
Many lines of evidence, however, indi- 
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cate that some or all of the influences 
cited have had a pronounced effect. 
Rickets in its ‘severe form is fast dis- 
appearing, scurvy has been largely re- 
duced to the subclinical type, and other 
evidences of outright vitamin deficien- 
cies are becoming less common. One of 
the most striking indications is the fact 
that children in more favored groups 
who have had the advantages of the 
newer knowledge of nutrition are show- 
.ing improved growtk, better teeth, and 
, other evidences of superior nutrition. 
There appears, moreover, to have 
been substantial progress in nutrition 
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work over the past decade. This is 
shown by an increase in the number of 
egencies which are carrying on nutrition 
activities, notably in the'state depart- 
ments of health, by an increase in the 
number of nutritionists devoting full 
time to this work, and (indicated by the 
informal evidence available) by at least, 
some improvement in dietary habits and 
nutrition resulting from these programs. 
The advance has, in short, been great 
waen compared with the status a decade 
or two ago, although it is small when 
measured against the need that still 
exists, 
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Play and Recreation 


By Wraver W. PANGBURN 


HE past decade was significant with 
respect to the sheer expansion cf 
opportunities for recreation, the quality 
of recreation, fresh thinking concerning 
the role of recreation in American life, 


and the application of play to educa- | 


tional purposes. The play movement in 
its broad aspects has sunk its roots 
deep in American culture and has grown 
to be truly popular. It has gone be- 
yond a therapeutic role, important as 
that is, and it has ceased to belong to 
any one agency or institution. 


More AFFIRMATIVE DEFINITIONS 
oF PLAY 


The spread of recreation throughout 
American life is a reflection of the more 
positive meanings now attached to it. 
Few definitions of play as such have ap- 
peared, but the recent thinking, while 
recognizing the essential spontaneity of 
play, discards the idea that it is pri- 
marily either biological or instinctive ia 
nature. Play is given a more rational 
meaning. 

A satisfying, skillful, and if possible 
creative recreational experience is seen 
as important to well-developed personal 
ity. The need for this is clear when 
automatic industrial processes with their 
swiftly moving assembly lines demand 
so little of the worker’s total personal 
ity, leaving unsatisfied his hunger for 
skill and directly conflicting with his 
desires for social experiences, adventure, 
and variety. While progressive educa- 
tion, starting early in the nursery school, 
undertakes to break down the cleavag= 
between work end play experiences, tha 
constantly accelerated mechanization of 
work moves rapidly in the opposite di- 
rection. Unless leisure can provide th> 
great mass of people with compensating 
interests that make for more complet: 


use of their powers, the vitality of our 
culture is threatened and our abundant 
leisure becomes a dubious blessing. 

These and other considerations heve 
contributed to the self-expression theory 
of play set forth by Elmer D. Mitckell 
and Bernard S. Mason. The authors 
say: 


Being what he is, with the physiological 
and anatomical structure he has, with zhe 
degree of physical fitness he has, and with 
the psychological inclinations he has, all 
that is necessary to explain play is that zhe 
individual seeks to live, to use his abilitces, 
to express his personality. The chief need 
of man is life, self-expression.? 


The term “joy in living,” used by 
Howard S. Braucher, secretary of the 
National Recreation Association, though 
general, suggests the prevailing impulse 
of individuals who take part in play.? 

Dr. E. C. Lindeman, expounding a 
positive concept of leisure, has given the 
field of recreation a broad scope. He 
writes: 


It becomes apparent tha: recreation is 
no longer to be considered as mere bocily 
exercise, but rather as an opportunity for 
continuing education, for participation in 
civic affairs, for partaking in aesthetic ex- 
perience, for developing skills, and for zhe 
enjoyment of nature.’ 


CONCERN WITH THE SOCIAL PROCESSES 
IN PLAY 


The influence of progressive educa- 


1 Elmer D. Mitchell and Bernard S. Masor, 
The Theory of Play (New York: A. S Barnes 
& Co, 1934), p. 65. 

2 George D. Butler, Introduction to Com- 
munity Recreation (New York: McGraw-Hill 
Co., 1940), p. 9. 

2 The Annals of The American Academy of 
Polttical and Social Science, Vol. 194 (Nov. 
1937), p. 60. 
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tion and changing social and economic 
conditions during the decade led to 
heightened interest in the potentialities 
of the social processes involved in play. 
Among several of the quasi-public lei- 
sure agencies this resulted in experi- 
ments in group educetion closely allied 
to progressive education methods.‘ 
Among both public and private agencies 
there are increased concern over the 
dangers in the competitive spirit, par- 
ticularly in sports, and attempts to de- 
velop more co-operation. There is less 
discussion of character education of the 
type common in the twenties, and more 
talk about social atzitudes and social 
behavior. 

As the years of the decade went by, 
there was evident increased sensitivity 
to the challenge to democracy in the 
rise of dictators, and a mounting rebel- 
lion against authoritarian education and 
regimentation. Agencies sought to in- 
terpret their work in terms of American 
ideals. For example, the theme of the 
1939 Conference of the American 
Camping Association was “Implement- 
ing Democracy,” and that of the Na- 
tional Recreation Congress was “Recre- 
ation and the American Way of Life.” 
Several agencies re-evaluated their pro- 
grams with reference to changed condi- 
tions and adopted or reaffirmed policies 
voicing democratic principles. Thus 
one of the two assumptions on which 
the Standards Study Committee of the 
National Board of Young Women’s 
Christian Associations undertook its 
work was: “The Y. W. C. A. is a demo- 


cratic society and calls for the kind of . 


structure and administration that em- 
bodies democratic principles of organ- 
ization and management.” ° 


t See Grace L Coyle, “Social Group Work,” 
Social Work Year Book 1939 (New York: 
Russel Sage Foundation), p. 413. 

5 National Board, Y W. C. A, The Stand- 
ards Study, 1936-1938 (New York City), p. 
15. 
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NEEpDs VoIceD In 1930 


A brief summary of recommendations 

for recreation at the beginning of the 
decade provides a background against 
which to note advances made since then. 
Suificient for the purpose are the find- 
ings of the White House Conference on 
Child Health and Protection, 1930. 
Among other needs, the play life of the 
preschool child was held to be seriously 
neglected. A need for closer co-opera- 
ton between private agencies and be- 
tween public and private groups was 
found. Sufficient permissive legislation 
in aid of recreation was lacking. In the 
rural field there was need to expand 
agencies for boys and girls, and to this 
end to train more rural leaders in recre- 
ation. . 
For girls’ work, the preparation of 
basic courses for volunteer leaders and 
research to ascertain the value of or- 
ganized work for girls from 7 to 12 
years of age, among other things, were 
suggested. As to agencies for boys, it 
was recommended that there be more 
personal guidance to individuals, greater 
extension to rural areas, an extension to 
boys 7 to 11 and above 15, and the se- 
lection and training of leaders. It was 
recommended that the 4-H Club pro- 
gram be enriched on the recreational 
and character-building side. For camps, 
a more careful selection and training of 
leaders and the organization of an in- 
clusive national camping association 
were urged. 

Recommendations for the public field 
were: the training of leadership through 
special graduate and undergraduate col- 
lege courses; larger, more numerous, 
end better-distributed playgrounds; the 
acquisition of wilderness areas; more 
recognition by the schools of play moti- 
vation and training for leisure; elimina- 
tion of political interference; the full 
utilization of the school plant for de- 
sirable leisure-time activities of youth; 
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and the provision of leadership under 
proper co-operative arrangements for 
organized play for children on school 
property daily after school and on week- 
ends. It was suggested that the abuses 
of commercial amusements be corrected 
by scientific study, better governmental 
regulation, mcre public recreation, and 
more education of parents on recrea- 
tion.® 

Some of these recommendations were 
achieved and many others were in proc- 
ess of accomplishment during the past 
ten years. The remainder of this article 
will be given to a review of these ad- 
vances. They will be treated under the 
following heads: extension of govern- 
mental enterprises, the back-to-nature 
movement, training for leisure, the ex- 
pansion of leadership training, organ- 
ized play among institutions, trends 
among quasi-public agencies, the influ- 
ence of recreation on architecture, the 
rise of the nursery school, correlation, 
and church recreation. 


EXTENSION OF GOVERNMENTAL 
ENTERPRISES 


Municipal, county, state, and Federal 
governmental agencies greatly increased 
their recreational services during the 
past ten years. In 1937 it was reported 
that approximately thirty-five units in 
twelve departments of the Federal Gov- 
ernment were engaged in promoting 
leisure-time programs. Their work in- 
cluded planning, correspondence, edu- 
cational programs, provision of leader- 
ship, training, furnishing employment 
on recreation projects, conserving na- 
tional resources, construction, mainte- 
nance, and surveys. The acreage of 
parks and other areas under the juris- 
diction of the National Park Service 
rose to seventeen millions. The Park 
Service developed group camps and 

6 White House Conference 1930, Addresses 


and Abstracts (New York: Century Co. 
1931), pp. 190, 217, 223, 224, 247-72, 
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other uses for sixty-two areas of sub- 
marginal lands. The national forests 
under the jurisdiction of the United 
States Forest Service comprise nearly 
173,000,000 acres. Included are wil- 
derness areas which are to be left per- 
petually in a primitive condition. Else- 
where, camping, picknicking, fish‘ng, 
hiking, winter, and water sports are en- 
couraged." 

Active in recreation after 1933 was 
the Works Progress Administration. It 
constructed thousands of playgrounds, 
athletic fields, swimming facilities, pic- 
nic areas, winter sports, and other facili- 
ties. It had 41,780 individuals, or 1.7 
per cent of its total personnel, employed 
as recreation leaders in June 1939.8 
Several quasi-public as well as public 
agencies depended more or less heavily 
on supplementary leadership provided 
by W.P.A., and they still do. Nearly 
half of the W.P.A. program in 1939 was 
physical recreation, and the rest social 
and cultural. 

Among the other Federal agencies 
contributing notably to recreation are 
the Bureau of Biological Survey, the 
Extension Service of the Department of 
Agriculture through its 4~H Club pro- 
gram and training services, the Civilian 
Conservation Corps, the Tennessee Val- 
ley Authority, and the National Youth 
Administration. 

More than 600,000 acres were added 
to state parks between 1933 and 1936. 
At the end of 1937 a total of 1,700,000 
acres were owned by forty-seven states. 
Facilities for diversified activities suit- 
able to state parks have been developed. 
In forty-eight states, on June 30, 1937, 
there were also 17,815,717 acres in 
state-owned forest land.’ 

More than eighty counties own one 


_or more parks, but growth of this de- 


T George D. Butler, op. cit., pp. 28-32. 

8W.PA., Report on Progress of (Washing- 
ton: Federal Works Agency, 1939), p. 92. 

® George D, Butler, op. ct., pp. 30-31, 
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Two-DECADE Comparisons 1 








1920 











1930 1939 


Cities reporting employed recrea- 465 828 ` 1,204 
tior workers 
Cities with year-round leaders 162 282 332 
Number full-time year-round 2,011 2,660 3,450 
leaders 
25,042 (regular) 
Total paid workers 10,218 24,949 16,941 (emergen- 
cy emplovees) 
Number outdoor playgrounds 4,293 ¢ 7,677 9,749 
Expenditures from local appropri- $7,199,429 $38,518,194 $31,911,048 
ations (443 cities) (663 cities) (1,148 cities) 
Leadership outlays from local ap- $3,091,536 $8,135,656 $9,049,586 
propriations (all salaries) (928 cities) (903 cities) 
Swimming pools 359 1,042 1,181 
Bathing beaches 260 457 548 
Indoor recreation centers 1,292 è 2,066 4,123 
Recreation buildings 328 è 642 1,666 
Tennis courts 8,422 11,617 








2 Includes “other” centers. 


velopment slowed down. The most out- 
standing systems are in metropolitan 
districts. Picnic areas, a wide variety 
of facilities for outdoor sports, and in 
some instances, leadership are provided. 

The accompanying table is intended 
to illustrate some of the expansion that 
has taken place in the municipal facili- 
ties and services more closely and con- 
stantly available to the public than the 
foregoing governmental provisions. It 
is in no sense a complete summary. 

In 1930 the growing diversification of 
activities was already apparent. In 
park and recreation reports were re- 
corded athletic fields, baseball dia- 
monds, golf courses, stadiums, summer 
camps, tennis courts, miniature golf 
courses (a craze which flamed for a 
period and then died out), ice skating 
rinks, ski jumps, toboggan slides, and 
play streets.** The lighting of tennis 

10 From Year Books af the National Recre- 
ation Association, issues 1921, 1931, 1940. 

11 See Park Recreation Areas in the United 
States, 1930, Bureau of Labor Statistics Bulle- 
tin 565, Miscellaneous Series (Washington: 
United States Department of Labor, 1932), 
pp. 14-18. 


è 1923; no reports 1920. 


courts, playgrounds, athletic fields, and 
other areas for night use had already 
begun. Such new facilities as shuffle- 
board and paddle tennis courts were re- 
parted in small numbers. The tendency 
to variety grew during the decade. In 
1939 archery ranges, handball courts, 
horseshoe courts, picnic areas, shuffle- 
board, softball, and wading pools were 
represented in large numbers. 

Though New York City alone built 
three hundred new playgrounds, the in- 
crease in playgrounds in use did not 
keep pace in the 1930’s with the rate 
in the previous decade. The lag is 
worst in the older and more congested 
parts of cities. While great improve- 
ments had been made in other types of 
park facilities serving children and ad- 
ults, in 1935 neighborhood playgrounds 
and playfields comprised only 5 per cent 
of the total park acreage, as against a 
desirable 20 per cent.1? The 2,078 new 
playgrounds constructed by W.P.A. 
since then may have improved the ra- 

12 Municipal and County Parks ir the 


United States, 1935 (Washington: Government 
Printing Office, 1937), pp. 9, 18, 21. 
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tio.7® In new school construction and 
in the newer residential areas, sites am- 
ple for playgrounds and playfields are 
generally required. There has been a 
large increase of parks lying outside city 
limits. 

Along with the expansion of areas 
and facilities, better design, particularly 
for active-use areas, has emerged. Thus 
the Cincinnati Recreation Commission 
has developed two hundred acres at the 
city airport based on appeal to mixed 
use by young people of both sexes and 
by whole families. Sixteen diferent 
kinds of activities are available, some 
carrying fees. 

Additional public trends that can 
only be mentioned are: the growth of 
activity for mixed groups of young peo- 
ple 16 to 24, the ages on which the 
American Youth Commission focused 
much attention; the growth of munici- 
pal choruses and orchestras; the contin- 
ued spread of amateur drame and 
crafts, the latter with a new creative 
emphasis; the construction of recreation 
facilities with hard surfaces permitting 
multiple use; permissive legislation in 
California, Arizona, and other states; 
relative gains in recreation service for 
Negroes; and the wider use of school 
plants for recreation. 


Back TO NATURE 


Various influences have resulted in a 
considerable back-to-nature movement. 
National parks and national forests re- 
ported attendances of 7,000,000 in 
1937 ** and 33,000,000 in 1938.5 In 
these areas and in state parks many 
camped, swam, fished, and hiked. A 
typical photograph of metropolitan free 
beaches or neighborhood swimming 
pools shows masses of close-packed hu- 

13WP.A., Report on Progress of. 

14 Statistical Sammary of the National Park 
Service, 1938, p. 1. 

15 John Sieker, “Recreation in the National 
Forests,” Recreation Magazine, Vol. XXIV, 
No 1, Apni 1940. 
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manity clad as near au naturel as the 
laws permit. Hiking, accelerated by the 
youth hostel movement,” and a swift 
rise of winter sports were other note- 
worthy developments. 

The more pronounced trends among 
five thousand organization ** and pri- 
vate camps as outlined by Bernard S. 
Mason, editor of Camping Magazine, 
are as follows: (1) a trend toward de- 
centralization involving the breaking up 
of camps into small, self-governing, 
more or less independent units; (2) a 
trend toward informality and away 
from school-like rigidity; (3) a trend 
away from a mass approach and toward 
an individual or case approach; (4) a 
trend away from prescribed activities 
and toward the regarding of the living 
situation as constituting the program; 
(5) a trend toward individual guidance 
of campers for the growth of person- 
ality; (6) a trend toward integrating 
camping with the year-round life of the 
camper.7& 

Elsewhere, Dr. Mason voices a philos- 
ophy of camping illustrative of the back- 
to-nature motif. He writes: “Camping 
is the interplay of people and the wild 
environment . . . [there is] one true 
doctrine of camping, democratic, pur- 
poseful living close to the earth, experi- 
menting with mist and rain, sand ard 
clay, sun and wind and all solitude.*® 

The American Camping Association, 
the inclusive agency recommended by 
the White House Conference, came into 
being during the decade. There were 
some experiments with coeducational 
camping.®° 


16 See American Youth Hostel Handbook 
1939, Northfield: American Youth Hostels, 
Inc. 

17 See Directory of Camps in America, Ann 
Arbor: American Camping Assoc., 1940. 

18 Personal correspondence with the writer. 

18 Camping Magazine, Vol. XII, Na 3 
(March 1940), p. 16. 

20 For this and a detailed résumé of camp- 
ing trends, see Carlos Edgar Ward, Trends 
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The day camp is largely a develop- 
ment of the last decade. A question- 
naire to 761 cities in 1939 disclosed that 
81 out of 122 cities replying had one or 
more such camps. The Girl Scouts re- 
ported 453 with 729,000 attendance.” 
The day camp provides camping expe- 
rience for that large number of children 
who, because of barriers of time, dis- 
tance, money, and leadership, cannot go 
to distant camps. City recreation de- 
partments, Boy Scouts, Christian asso- 
ciations, Jewish centers, and settlements, 
among other agencies, operate such 
camps. 

In this subject there was a fresh and 
strong interest particularly during the 
last five years of the decade. The prin- 
cipal new developments were an expan- 
sion of children’s museums, the appoint- 
ment of numbers of nature specialists 
by recreation departments and of nu- 
merous naturalists by Federal, state, 
and local park departments, and an in- 
crease of trail-side museums. Training 
in the methods of nature-guide work is 
given at a dozen locations throughout 
the United States, and the literature on 
the subject is steadily increasing.” 


SCHOOL TRAINING FOR LEISURE 


Public schools made substantial gains 
in training for leisure, which is one of 
their seven cardinal objectives. Never- 
theless, the sampling of some of the re- 
sults of this training taken by the New 
York Regents among thousands of non- 
college high school graduates and others 
leaving school was not too reassuring.”® 


within the Camping Movement (Nashville: 
Informal Education Service, 1935), especially 
pp 132-70. 

21 Recreation Magazine, Vol. XXXII, No. 
11, Feb. 1940. 

22 For a detailed review of current nature 
recreation see Recreaizon Magazine, Vol 
XXXIV, No 1, April 1940 

28 When Youth Leaves School, Repoit of 
the Regents Inquiry 1933 (Albany: University 
of the State of New York), p. 300. See also 
Eugene T, Lies, New Leisure Challenges the 
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Among other findings were these: that 
the sports in which the largest numbers 
were participating were least suitable 
for adults no longer in school, that there 
was little discrimination in the selection 
of motion pictures which many patron- 
ized twice a week, that very few lis- 
tened to educational radio programs, 
and that school training showed little 
effect on the appreciation of music by 
nonproducers of music. However, sub- 
stantial numbers were found to be play- 
ing musical instruments or singing in 
groups and participating in amateur 
dramatics. In general, said the report, 
“Ti is apparent that certain aspects of 
education have been seriously neglected 
or inadequately treated.” 

On the other hand, it is very impres- 
sive to learn that in our public high 
schools there are thirty thousand or- 
chestras of symphonic proportions, as 
well as thousands of bands and chor- 
uses. The Damrosch concerts are heard 
by six million school children. It is ap- 
parent that many very creditable things 
in arts and craits are being produced. 
In many schools, sports of lasting in- 
terest are being cultivated through in- 
tramural programs. 

While the purposes of nursery schools 
are the education of children and their 
parents, teacher training, and research, 
such schools help to solve the play needs 
among preschool youngsters.** Still ex- 
perimental in 1930, they have since 
grown very rapidly, though there are 
few in public schools. Jersild’s studies 
of spontaneous interests among nursery- 
school and other children point, among 
other findings, to the great importance 
of skills in personality development and 
adjustment.” The light on play that 


Sckools, New York: National Recreation As- 
sociation, 1933. 

24 Mary Dabney Davis, Nursery Schools, 
Bull. No. 9 (Washington: Office of Education, 
Department of Interior, 1932), pp. 6-8. 

25 Arthur T. Jersild, “Research in the De- 
veiopment of Children”; reprint from Teach- 
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such research may yield is not the least 
of the benefits of the nursery school. 


TRENDS AMONG SEMIPUBLIC 
AGENCIES 78 


Among the large membership organ- 
izations there have been such common 
trends as the extension of membership 
to younger groups of children and to 
persons beyond the ages of 15 or 16, 
decentralization in certain services, the 
encouragement of self-leadership among 
senior members, more direct and sys- 
tematic attention to the interests of in- 
dividuals, heavy concentration of effort 
on more extensive and more thorough 
training, and the broadening of activi- 
ties available in the program. 

Thus, during the decade the Boy 
Scouts of America, among other changes, 
launched its Cubbing program for boys 
7 to 10, and encouraged troop camping 
versus mass camping; the Y. M. C. A. 
initiated memberships for women, girls, 
and younger boys, and increased service 
in residential neighborhoods; the Jewish 
centers extended play-motivated activi- 
ties to clubs in addition to interest 
groups, and reorganized their training 
program to secure greater competency 
in activities involving skill; the Y. W. 
C. A. gave increased emphasis to rhyth- 
mical activities, the teaching of skills 
in individual and recreational sports, 
and coeducational interests. 

The Girl Scouts in 1935-37 widened 
their fields of interest, shifted from pro- 
gram-centered to girl-centered methods, 
and studied good groupings. Among 
the 4-H Clubs there was an increase in 
the number, the variety, and the quality 





ers College Record, Columbia Neus, Vol. 
XXXVIII, No. 2 (Nov. 1936), pp. 135-38; 
also “Education in Motor Activities,” offprint 
38th Year Book, National Society for the 
Study of Education (Washington: Cffice of 
Education), Part I, Chap. 2, p 78. 

26 Taken principally from correspondence 
with the writer and current annual agency 
reports, 
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of play-motivated activities. Boys clubs 
were marked by increases in variety of 
interests, improvement in the methods 
of discovering interests, and increased 
training. The Camp Fire Girls in 1936 
revised their already flexible program in 
the direction of greater flexibility and a 
wider range of activities. Settlements 
focused increased attention on the edu- 
cational aspects of play and on work 
with small groups. 

As to numbers, these agencies greatly 
spread their influence during the cec- 
ade, several making very heavy gains. 
Their total membership was roughly 
6,750,000 in 1939 as against 4,200,000 
in 1930. Yet dues-paying membership 
is no complete index of service, since 
several agencies, notably Y. W. C. A., 
Y. M. C. A., Jewish centers, and the 
settlements, gave much recreational op- 
portunity to non-members. 

The correlation of activity among 
leisure-time agencies has been fos- | 
tered through several means. Nation- 
ally, the Education-Recreation Council 
each month brings together staff mem- 
bers of a number of agencies in infor- 
mal conference. In many communities 
councils of social agencies have sub- 
committees which function similarly. 
Co-ordinating councils for the preven- 
tion of delinquency have also been 
valuable. 


LEADERSHIP IN RECREATION 


All agencies redoubled their efforts 
in leader training, the semipublic agen- 
cies centering mainly on group educa- 
tion, and the public, on skills. The 
National Recreation Association has 
conducted short-term institutes for in- 
service training in forty cities, with 
enrollments of 10,000, and 1,026 rural 
courses of a few days each for some 
60,000 individuals. Municipal recrea- 
tion agencies reported numerous courses 
for their own staffs and representatives 
from churches, private agencies, and 


128 


other groups. At least ten or more col- 
leges and universities have organized 
majors in recreation for the training of 
leaders.*? Several universities appointed 
interdepartmental faculty committees 
charged with the responsibility of set- 
ting up the best possible recreation 
courses without undue emphasis from 
any one department. More than a hun- 
dred colleges and universities now offer 
one or more recreation training courses.”® 

The growth of leadership in public 
recreation during a decade of depres- 
sion, while substantial, has not kept 
pace with the expansicn of facilities. In 
1939 there were scarcely more leaders 
than ten years before, but this was due 
in part to the availability of thousands 
of emergency workers paid from Fed- 
eral funds. In that year there were 
25,000 workers paid from regular local 
funds, supplemented by approximately 
17,000 paid from emergency funds. 
However, there was an encouraging net 
increase in full-time leaders. Further- 
more, volunteer workers reached their 
highest total, 32,755. Two of the major 
current problems in municipal recreation 
which threatens to become more acute 
are the maintenance and management 
of the enormously increased facilities 
and areas. 


VARIOUS PROVISIONS FOR PLAY 


Among the important recent advances 
in welfare has been the development of 
play in varied types of institutions. 
Among other equipment, modern state 
hospitals for the mentally ill have recre- 
ational therapy rooms, gymnasiums, and 


27 Report of the Second National Confer- 
ence on College Training of Recreation Lead- 
ers, University of North Carolina, Chapel Hill 
(Minneapolis: University of Minnesota, 1939), 
p. 14. 

28 Survey of Community Recreation Courses 
in Colleges and Universities, Bull. M. F. 271, 
New York: National Recreation Assocation, 
Jan. 1940. 
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libraries. Some institutional staffs in- 
clude trained recreation leaders. The 
emotional, social, and biological values 
of music, dances, crafts, Crama, and 
games have been demonstrated, and the 
specific methods of realizing these re- 
sul:s have been authoritatively reviewed 
in recent publications.”* 

In both private and governmental 
housing projects and in the designs of 
new public schools is seen the recrea- 
tional influence. Progressive public 
school systems tend to plan their struc- 
tures for ample community and recrea- 
tional use. A new development of the 
decade was the recreation room in pri- 
vate homes, commonly in the basement. 

Significant for the welfare of hun- 
dreds of thousands of less privileged 
children are the standards as to recrea- 
tion in new government housing proj- 
ects. Besides not approving land cov- 
erage of more than 35 per cent, these 
standards call for community rcoms 
with adjoining outdoor space; family- 
use areas within courts and between 
buildings including play spaces for pre- 
school children; and central recreation 
areas which are primarily the responsi- 
bility of public agencies. The United 
States Housing Authority endeavors to 
locate its projects, other things being 
equal, adjacent to parks and play- 
grounds. In large projects some au- 
thorities have erected separate commu- 
nity buildings for social, recreational, 
and civic purposes, and have themselves 
built central playgrounds not otherwise 
available. 

While synagogues quite generally 
turn over recreational activities to Jew- 
ish centers, there has been an increase 
of direct recreational service among 
Protestant and Catholic denominations. 


2£ See Willem van de Wall, Music in Insti- 
tutions, New York. Russell Sage Foundation, 
1936; also John Eisele Davis, Principles and 
Practice of Recreational Therapy, New York: 
A. S Barnes, 1936. 
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Providing more for indoor than for out- 
door activities, the churches are strong- 
est in music, drama, and social recrea- 
tion. Vacation Bible Schools have 
flourished. Through a development ini- 
tiated in 1930, sixty of the ninety-one 
Catholic dioceses of the United States 
have fostered recreational and other ac- 
tivities under the Catholic Youth Or- 
ganization. Individuals served range 
from 12 to 25 years. The movemenz 
arose in an endeavor to increase the 
scope of recreation in the church. 


CONCLUSION 


The foregoing review has been opti 
mistic, and deservedly so. However, 
there are many unsolved problens, in- 
cluding the working-out of closer cc- 
operation in several large cities where 
two or even three tax-supported ager- 
cies are conducting recreation service, 
the lag in numbers and salaries of suk- 
ordinate municipal workers, in too many 
cities political interference, and the lack 
of informed public opinion concerning 
recreation. Many communities face tke 
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question of sufficient funds to maintain 
their new areas. Still largely unsolved 
is the problem of stream pollution in 
large urban centers. In some cities the 
new recreational planning has by-passed 
some of the neediest neighborhoods 

The spread of recreational activity 
among all kinds of agencies has created 
problems of correlation. Some private 
agencies are still embarrassed by in- 
sufficient funds and not enough leaders. 
Like the public agencies, some have 
leaned too heavily upon Federal assist- 
ance. Others have failed to make the 
adjustments in service indicated by 
shifts of population, and the declining 
birth rate. The growth of recreation 
among religious agencies, while serving 
a very useful purpose, has promoted 
separatism in play. 

Troublesome as many of these ques- 
tions are, they are not insoluble. It 
may be expected that unless much na- 
tional energy and wealth are turned into 
national defense, the recreational gains 
of the forties will surpass those of the 
thirties. 
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Mental Hygiene of Childhood 


By GEORGE S. STEVENSON 


N ORDER to maintain perspective 
and not be limited by the way men- 
tal hygiene has been conceived or prac- 
ticed in the past, it is important from 
time to time to translate the term “men- 
tal hygiene” into terms that more nearly 
describe the daily living of children. 
We can then inspect these aspects of 
living to see what is happening. 


Tue POSITIVE ASPECT 


A child may be said to enjcy a high 
degree of mental health when his po- 
tentialities and his special talents have 
developed in keeping with his need for 
survival and satisfaction and with so- 
ciety’s need for a tolerable relationship 
with him, and when he is given oppor- 
tunity to express his potentialities. This 
differs markedly from a concept of men- 
tal health as the absence of mental dis- 
ease, for it centers on a positive goal 
toward which to drive, rather than a 
negative one from which to recede— 
progress by walking backwards, as it 
were. If one adheres to this positive 
motivation of mental hygiene, i.e. work- 
ing toward an ideal, he finds an in- 
centive to progress over a wide range 
of possible achievement; whereas to 
strive merely for the absence of mental 
disease leaves one unmoved by the 
larger wastage of unrealized potentiali- 
ties and satisfactions. 

This forward-looking focus also in- 
sures that the content of mental hy- 
giene, as a scientific field embodying 
fact pertinent to the maintenance of 
mental health, shall be derived from a 
much broader range of research and ex- 
perience with human beings. It de- 
pends not only on psychiatric findings 
and those of other patchwork agencies, 
but as well on those of education, recre- 
ation, art, and industry. 


This focus on a positive goal leads 
one to raise certain questions that help 
to localize and define the scope of men- 
tal hygiene. These questions are: Where 
are the potentialities of children being 
developed, where might they be devel- 
oped, where are they being expressed, 
where are these expressions being frus- 
trated, where are these expressions satis- 
fying or not, where does society show 
its capacity to tolerate or enjoy these 
expressions of the child’s behavior or 
their later adult outgrowths? 

The answers to these questions are to 
be found in the home, the school, medi- 
cal service, public health, the church, 
the institution, the social agency, the 
club or playground, the court, and wher- 
ever else children are living their lives 
or having them influenced. 

It may seem imponderable or imprac- 
tical to take such a broad scope, but this 
scope is not due to a voluntary choice. 
If these activities actually influence the 
mental health of children, we should de- 
ceive ourselves were we not to give con- 
sideration to all of them. Each phase 
or agency of child welfare in this whole 
wide range is concerned with the men- 
tal health of childhood. It contributes 
to mental hygiene in so far as it pur- 
sues its own objectives assiduously, 
critically, and inquiringly. All of 
them, driving toward a common goal, 
should elucidate, therefore, the same 
principles and develop fundamentally 
related techniques. A discussion of 
mental hygiene in this broader sense is 
profitable, then, only if it can be re- 
duced to these more common theoretical 
and technical aspects, and consider the 
matters of organization, laws, staff 
training, history and tradition, terminol- 
ogy, areas of work, and methods of op- 
eration as corollaries that can be dealt 
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MENTAL HYGIENE or Curproop 


with more specifically within tke nar- 
rower confines of their respective fields. 

At the same time, it usually falls to 
the writer on mental hygiene to giv2 
special attention to the handling of cer- 
tain mental abnormalities that restrict 
the child’s potentialities, expression, and 
satisfaction. This is mental hygiene in 
a narrower pathological or negative 
sense. The narrower mental hygiene 5 
not, however, to be identified with the 
broader mental hygiene any more than 
are these other corollary activities. It 
can only be said that these gross dis 
orders represent a magnification of devi- 
`~ ations from mental health that are very 
widespread, and of factors contributinz 
to such deviation. This magnification ts 
therefore apt to bring important mental 
hygiene facts to light earlier and more 
fortibly than they would appear other- 
wise. The handling of psychotic, net- 
rotic, feeble-minded, and misbehaving 
children is therefore of both incividuel 
therapeutic importance and of wider 
value in the promotion of mental health. 

In determining what has happened to 
mental hygiene in the broad sense, a 
glance at certain other agencies is nec- 
essary. While psychiatric consultation 
is widely used and should eventually 
show its mark on the routine processes 
of a field, some have advanced more 
than others, some more spontaneously 
than others. Of these, the school, tke 
social agency, pediatric practice, pubLc 
health, and the court warrant special a:- 
tention. 


Tue SOCIAL AGENCY 


The social agency stands out as hav- 
ing made the greatest and most wide- 
spread shifts in the direction of mental 
hygiene. While the very nature of a 
social agencv, dealing as it does with 
problems that have reached the limit of 
toleration of society or the individuel, 
centers its attention on restoration or on 
the negative aspects of mental hygiene, 
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there can be no question of its shift dur- 
ing the thirties toward the personality 
needs of the client. The extent to which 
personnel trained for psychiatric service 
have been employed in the family social 
service field t is strong evidence o: an 
extensive change. The fact that this 
drift came at a time when the estab- 
lished agencies were freed of routine 
financial relief for clients explains the 
spurt along lines previously stressed by 
leaders who had a distinct consciousness 
of the personal needs of clients. The 
fact that schools of social work are now 
confused as to the distinctive qualifica- 
tion of psychiatric social workers ? again 
reveals the extent to which they have 
absorbed a great deal from mental hy- 
giene in the narrower sense. This field 
more than any other has sought the con- 
sultation of those, psychiatrists espe- 
cially, who could shed more ligh: on 
the mental structure of their clients. 

While this development has taken 
place primarily in the family case work 
field, it has followed in the more spe- 
cific children’s social work, and is of 
paramount importance to the socially 
handicapped child. The essence of this 
shift of interest is found in the question 
that such agencies are asking them- 
selves, a question that is repeated in 
the other fields referred to: What is 
this experience with me (a worker) or 
this agency doing to the development 
(mental growth) of this client? Waat 
does it mean to a child to be introduced 
(intake process) to the “help” of social 
service? 

Psychoanalytic concepts of various 
sorts have been especially influential in 
effecting this change, on the one hand 
because they dealt with the more “nor- 


1 George S Stevenson, “Problems of Growth 
in Family Case Work,” Social Service Review, 
Vol X, No 3 (Sept. 1936), pp. 424-36, at p. 
433 

2 Los Meredith French, Psychiatrie Social 
Work, New York. Commonwealth Fund 1340. 
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mal” problems of pecple, and on the 
other because they provided a practical 
theory of interpersonal relationship. 
This development in social service is, 
however, so heavily concerned with hu- 
man interrelationships that important 
subtle constitutional (glandular, meta- 
bolic, neurological, autonomic) factors 
have been correspondingly ignored. It 
may be that progress must occur in this 
way, by throwing power into a step in 
one direction at the expense of other 
directions, in order to get ahead. At 
any rate, important directions still re- 
main to be developed. The background 
of the social worker, notably lacking in 
physiological orientation, makes way for 
the current direction. This same in- 
clination is repeated under similar con- 
ditions in other agencies. 


THE SCHOOL 


The field of education particularly is 
exhibiting this same trend, although 
there has been no such relief from a 
traditional function to allow of the 
change that occurred in social work. 
Change has been confined more to the 
so-called progressive group whose free- 
dom emerges from individual leadership. 
There again the human relationship 
(pupil-teacher) factor in child growth 
has become primary, at first expressing 
itself in terms of the good and the bad 
characteristics of the persons entering 
into the relationship, more recently and 
still only faintly focusing on the inter- 
personal aspects of the relationship and 
the eifects of these on the child’s recep- 
tivity and the teacher’s satisfaction.® 
Again the question is asked, What is 
this experience with me (a teacher) or 
this agency (a classroom, other chil- 
dren) doing to the development (men- 


8 Harold H. Anderson, “The Measurement 
of Domination and of Socially Integrative 
Behavior in Teachers’ Contacts with Chil- 
dren,” Child Development, Vol. 10, No. 2 
(June 1939), pp. 73-89, at p. 75. 
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tal growth) of this particular pupil? 
What does entering the schocl mean to 
the child? 

The school has tended to know 
somewhat less of “this particular pu- 
pil” than does social service of its. 
client, because the tradition of the latter - 
makes for mobility, undefined technical 
content, and varied contacts in the com- 
munity. This moved Ryan, in his 
Mental Health Through Education, to 
propose a modicum of social service 
training for the teacher.‘ 

The logical outgrowth of the particu- 
larization of the pupil has been the wan- 
ing confidence in segregation and the 
growing appreciation of the need of 
each child for a special curriculum of his 
own. The present trend of greatest 
promise to the mental health of the 
child respects kis peculiarities as being 
kis potentialities, whether high or low, 
inclined this way or that and as prop- 
erly setting Ass pace. Pace-making by 
rules, promotions, and uniform exam- 
inations is giving way a little here and 
there to classification by age, and prog- 
ress is more inherent in the child’s po- 
tentialities and the growth that follows 
these than in artificial promotion. 


PEDIATRIC PRACTICE 


Pediatricians are also showing an in- 
creased interest in how their practice 
affects the living of their patients, as 
well as their organs, temperatures, and 
nutrition.” After all, medical service is 
justified only in so far as it increases 
the chances of more satisfactory living. 
There is no particular a priori virtue in 
normalizing either organs or functions. 
Pediatricians have tended to sense this, 
some more than others. They sensed it 


4W. Carson Ryan, Mental Health Through 
Education (New York: Commonwealth Fund, 
1938, 323 pp.), p. 125. 

5 Annual Report of the Commonwealth 
Fund, 1939 (New York, Jan. 1940, 72 pp.), 
p. 29, 
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in the twenties as well as the tLirties, 
but instead of enriching pediatrics by 
drawing on the experiences of psychi- 
atry, the earlier ones tended to become 
psychiatrists, and pediatrics during the 
twenties lost important potential influ- 
ences in this way. Today the pediatri- 
cian who is interested in the dynamics 
of human benavior is accorded more 
respect in his own group, and is inclined 
to remain there and enrich it. Many 
medical schools have made definite pro- 
vision for mental hygiene in their pedi- 
atric teaching, and some have added 
special facilities for this purpose. 

This pediatric development is, how- 
ever, just a forerunner of a turn ir 
medicine from institutions, set proce- 
dures, and traditions, back to the per- 
son. Recently organized depar-ments 
of psychiatry have been strongly moti- 
vated by this turn toward the patient 
as a person. This is the rational:zatior. 
of the art of the family doctor that has 
been threatened with extinction because 
supposedly it had no scientific valida- 
tion to give it the same respectability 
as is enjoyed by therapeutic devices 
based on chemistry and bacteriology. 
The preservation of this element 9: 
doctor-patient relationship® has much 
in common with the gains in education 
and social work. 


PUBLIC HEALTH, THE CHURCH, AND 
THE COURT 


It is important to point out that the 
public health field is today in much the 
same position that medicine was ten 
years ago. Tne public health nurse was 
one of the first to recognize the personal 
elements in her job, that is, the obstruc- 
tions she encountered because of per- 
sonal prejudice or folklore in her efforts 


8G. Canby Robinson, The Patient As 3 
Person, New York: Commonwealth Func, 
1939, 437 pp.; National Research Council, 
Psychosomatic Medicine, quarterly, general 
reference. 
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to protect family health. But most 
public health nurses have been so 
pressed with emergency duties that 
slowly acting factors and efforts that 
produce results slowly have been given 
second place. The public health nurse 
has probably to await some further 
progress in the public health field gen- 
erally in this direction before she is 
released to go ahead. 

The church has made some distinct 
advances in the direction of giving a 
place to the development and expres- 
sion of individual potentialities. In 
fact it has made more progress than it 
can admit without some possibility of 
embarrassment. The theory of divine 
mediation as a thing apart from per- 
sonal relationship has often been 
stressed officially as a theological reality 
rather than as an abstraction not usu- 
ally found in isolation. In fact the dis- 
tinction has not been recognized by a 
large part of the laity in actual practice. 
This enigma is being solved by giving 
attention to both elements in the train- 
ing of church personnel as it has long 
been actually in their selection. Provi- 
sion has been made under both Catholic 
and Protestant auspices for the recog- 
nition and utilization of the potentiali- 
ties of the personal relationship in bas- 
toral function.” Catholic University 
has a special department concerned with 
the provision of mental hygiene person- 
nel and with the provision of mental 
hygiene education to the student pre- 
paring for clerical functions. The 
Council for Clinical Training has made 
provision under Protestant auspices for 
the use of hospitals, clinics, and social 
agencies in the training of some sixty 
ministerial students.® 

In the handling of the delinquent 


7Raymond B Fosdick, The Rockefeiler 
Foundation, a Review for 1939 (New York, 
1940, 72 pp), p. 33. 

8 Paul O. Komora, “Notes and Comments,” 
Mental Hygiene, Jan. 1936, p. 158. 
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child it is uncertain whether the past 
ten years have seen a total advance. 
There have been profound political 
changes that have undone some of the 
best programs of earlier years. At the 
same time they have permitted the dis- 
carding of many of the worst. On the 
whole, the lower levels seem to have 
been raised and some new high roads to 
Prevention and the handling of delin- 
quency have been found. The co-ordi- 
nating council as a preventive measure, 
in spite of many criticisms, remains es- 
sentially sound mental hygiene because 
it respects the oneness of the individual 
and calls on society to deal with him in 
unison. The need of this has long been 
recognized and pledges of co-operation 
have been perennial; here is something 
more than good intentions., The criti- 
cisms are called forth chiefly by the 
failure of some, or perhaps many, coun- 
cils to respect their own basic theory.’ 

The thecry of operation of the Alle- 
gheny County Juvenile Court *® gives 
another high point abcut which progress 
can be rallied. When this court recog- 
nizes that the justification of the juve- 
rile court is the enhancement of the 
potentialities of the child, and deter- 
mines its procedures according to this 
motive, it finds itself doing away with 
some established customs. It discovers 
the harmfulness to the child of bringing 


parents, neighbors, and complainants ` 


together in open court for a verbal tour- 
rey. It finds that such a process 
heightens the conflicts with which the 
child is already surrounded to his dis- 
. advantage, often without adding much 
clarity to the case. It finds that private 
individual sessions with both child and 
informants avoids this stirring up of 
friction, gives a clearer picture of the 


? Eleanor and Sheldon Glueck Preventing 
Crime—A Symposium (New York. McGraw- 
Hill Book Co., 1936, 509 pp.), p. 25. 

10 Report of the Juvenile Court of Ale- 
gheny County, Pittsburgh, Pennsylvania. 
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situation, and lays the foundation for 
enlisting help in doing something about 
it. It makes a more equitable social in- 
strument of a civil process. 


CLINICAL AND RESIDENTIAL SERVICES 


Clinical services to children with dis- 
orders of behavior have experienced 
some marked changes of late. The 
preparation of professional personnel 
has not changed specifically as to chil- 
dren, for such preparation has been 
given special attention for a long time; 
but psychiatric social work has enjoyed 
the advances of social work generally, 
and more recent trainees in psychiatry 
have had the advantage of improved 
teaching in medical schools. The certi- 
fication offered by the American Board 
of Psychiatry and Neurology ™ gives for 
the first time a real basis for distinguish- 
ing psychiatrists from other physicians 
who have no special psychiatric quali- 
fications. There have been a few at- 
tempts to provide clinical experience for 
psychologists, and the recognition of the 
need for this has certainly risen; but the 
wider provision for this experience has 
been delayed by the millstane of aca- 
demic institutionalization. 

On the organizational side there has 
been a growing interest in and develop- 
ment of residential study and care. 
The encephalitic of the twenties cen- 
tered attention on the need of residen- 
tial care for these special cases, but such 
care has since expanded to include all 
types of severe psychopathological cases 
or obscure cases needing close observa- 
tion. The development of child guid- 
ance clinics necessarily emphasized this 
need, since it brought children with 
problems under closer scrutiny than 
heretofore. At the same time the prob- 
lems of a few children already in child 
caring institutions (orphanages), and 

11 Walter Freeman, secretary, American 


Board of Psychiatry and Neurology, 1028 
Connecticut Avenue N. W., Washington, D. C. 
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the advances in children’s case work 
along lines of individual understanding 
have added further to this need for resi- 
dential study. Several outstanding in- 
stitutions of this sort, as at Bellevue 
Hospital and Rockland State Hospita- 
in New York, have already shown thax 
this facility is to broaden our under- 
standing of such problems. 


THE THERAPEUTIC APPROACH 


The last few years have shown some 
changes in viewpoint about the behavio- 
disorders of children that have appeared 
in different farms even though they ex- 
press a common fundamental. 

The earlier efforts at child Cae 
were largely centered on environmental 
manipulation. As the limitations of tkis 
became clearer and experience with in- 
terviewing children grew, the dynamics 
of the exploratory interview were stud- 
ied and experimented with. Out of this 
a direct psychotherapy has evolved in 
which the relationship of a child and 
a therapist during the interview is 
weighed and measured for its thera- 
peutic value, and the expository valus 
of the interview for purposes of mere 
diagnosis and environmental modifica- 
tion has correspondingly decreasec. 
Earlier psychotherapeutic efforts were 
patterned much after adult therapy in 
bringing to the patient a better appre- 
ciation of the forces that were shaping 
his attitudes and behavior, but this 
rather quickly shifted to technical zg- 
proaches to the child in which the thers- 
peutic forces were allowed to remain 
more unconscious, as had been the dis- 
torting forces. 

The rationale of this is clear. If dis- 
torting forces can exert changes of be- 
havior without becoming clearly con- 
scious, why cannot the restorative forces 
act in the same way? Under this con- 
cept the element of insight is not forced. 
Insight appezrs more naturally and with 
less anxiety for the child when the proper 
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conditions have evolved by a gradual se- 
quence of experiences, and when he has 
grown mentally strong enough to invite 
a rational understanding. 

This advance in therapeutic work 
with children has now influenced thera- 
peutic work with their parents. Where- 
as children used to be dealt with as 
small adults, adults are now treated 
rather as slightly more complicated chil- 
dren, and therapy through the less con- 
scious and more natural experiential 
channels is available to them. Wnere 
such adults live in a family, this cre- 
ates a further advantage to children. 
Things that people do because they 
want to do them are both more reveal- 
ing of the person and more influential 
in changing him. These are the pcten- 
tialities of the person that when ex- 
pressed in a satisfactory way determine 
his mental health. 

In many quarters the discovery of 
this or that form of expression, such as 
play, art, handcraft, and the like, as a 
very valuable therapeutic vehicle has 
tended to overemphasize the importance 
of this vehicle, as if it were the device, 
or the approach, rather than a corollary 
expression of a new appreciation that all 
human activity is potentially expressive 
or therapeutic. This has not been 
wholly unfortunate, for it bas resulted 
in intensive exploration of the values of 
these single tracks; but it has restricted 
the usefulness just the same as when en- 
vironmental manipulation was the single 
track. As might be expected, the de- 
vices that have been chosen for use have 
been just the ones that are most ex- 
pressive and most influertial. There are 
many forms of childhood interest and 
expression that are still open for investi- 
gation and experimentation and that are 
rich in potentialities for special cases. 
The most important next step seems to 
be to develop a critical diagnostic and 
therapeutic eclecticism to replace the 
single-trackedness, so that the thera- 
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peutic device may be selected by the 
needs of the case rather than the ccm- 
mitment to this or that school or ap- 
proach. 

The forms of expression most fre- 
quently used as vehicles’? include 
graphic art, spontaneous play in which 
the child develops the whole setting, de- 
signed play in which the play setting is 
designed for the child to suggest his cwn 
problem, and dramatic expression, both 
active in which the children participate 
and passive in which they react to de- 
vised settings. These may be used with 
individuals or groups. There are ex- 
periments with similar use of written 
composition. Especially concentrated 
experimentation has been carried on in 
providing the child with episodes of 
experience with the neurotic adult fac- 
tor erased from his setting. This work 
has shown the potency of even brief eye- 
opening experiences of this sort in modi- 
fying behavior in the face of the rather 
heavy odds of a neurotic home environ- 
ment. 

More critical diagnostic evaluations 
have made possible more specified thera- 
Deutic applications. The work of Devid 
Levy on affect hunger has shown that in 
many children the problem is not the 
expression of an organized complex of 
attitudes but rather a reaction to a Cep- 
rivation of some basic need, and that it 
may be treated by filling this gap in the 
child’s life. In the case of a child de- 
prived of parental atfection, a suppor- 
tive treatment in which a close affective 
relationship is supplied is indicated, 
rather than an analytical study leading 
to the development of insights or ap- 
preciations by the child. 

A part of the single-trackedness of 
current interests is the prevailing tend- 
ency to ignore endocrine, nutritional, 


12 See especially reports of Frederick H. 
Allen, David Levy, Jacob H. Conn, Lozetta 
Bender, John Levy, and others in the Arteri- 
can Journal of Orthops-ockiairy. 
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neurological, fatigue, and other such fac- 
tors. Some balancing influence has 
appeared recently in the revelations 
through electro-encephalography that 
patterns of brain potentials are rather 
stable, are related grossly to behavior 
tendencies, and are constitutionally in- 
grained enough to show similarities in 
identical twins. These facts have not 
yet been interpreted for therapeutic 
practice; they are rather a foundation 
for future progress. 


STUDIES AND FINDINGS 


Of recent years much more work has 
been done in studying some of the odd 
cases of behavior disorder in children 
that in the past have been thought of as 
atypical mental deficiencies. On close 
study, some of these have been recog- 
nized as young cases of dementia 
preecox. 

Also important as a modifier of the 
purely psychotherapeutic approach is 
the work on birth-injured children. 
Sterting with the mentally defective 
child who has severe spasticity, studies 
have led us to suspect that lesser degrees 
of brain injury, not obvious today 
through spasticity, may be taken into 
account tomorrow in understanding the 
behavior disorders of children, especially 
these of the psychopathic personality 
type. 

Scientific reports of work in this field 
coming from various technical sources 
are now exchanged through the Ameri- 
can Orthopsychiatric Association and 
the Society for Research in Child De- 
veiopment. ‘These have facilitated an 
interchange of ideas and experience that 
has tended to soften the parochialism of 
more focalized centers of work. As 
might be expected from this evolving 
science and practice, there has been a 
both qualitative and quantitative in- 
crease in clinical facilities for children. 
Waile reference has already been made 
to changes in medical education, espe- 
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cially pediatrics, the dispensary has 
similarly been modified by the additions 
of social service, by appointment sched- 
ules, by psychological service, and by 
more careful selection of staff. 

The set procedures that characterized 
many of the earlier child guidance clinic3 
have given way to more flexibility of 
service determined by the peculiar needs 
of the case. 

A canvas of clinics made ir 1939 
showed many increases in amount and 
many changes in type of services com- 
pared with that of four years earlier. 
No analysis of this material has as yet 
been reported, but it is evident that th 
clinical facilities are definitely increased 
over 1936 both as to clinics limitinz 
their services to children and those tak- 
ing both children and adults. There is 


18 See Menta: Hygiene, Vol. XXIV, No. 2, 
1940, and Vol XX, No. 1, 1936. 


still a dearth of service in the smaller 
communities, but distinct progress has 
been made in: the provision for this 
through state programs. A number of 
states have established traveling and 
consultation services either through in- 
stitutions or directly by a state depart- 
ment. This is still poorly integrated 
with other state services to children and 
with other state psychiatric services, but 
some evidence of progress in such co- 
ordination is beginning to appear. A 
study of such services under state aus- 
pices has appeared recently as a mono- 
graph 14 and should serve as a spring- 
board for further progress along this line. 

All in all, we seem to be in an era of 
active progress. 


14 Helen Leland Witmer, Psychiatric Clin- 
ics for Children with Special Reference to 
State Programs, New York: Commonwealth 
Fund, 1940, 456 pp 
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The Hendicapped Child 


By Wrtam J. ELLS 


HE successive White House Con- 

ferences concerned with the Lealth 
and protection of American children af- 
ford excellent opportunity to survey 
trends in children’s work during the last 
four decades and to review develop- 
ments in the field of the physically and 
mentally handicapped child. 

The latest White House Conference, 
held early in 1940, dealt with Children 
in a Democracy and addressed itself 
“to the interests of all children o? the 
Nation and to every aspect of child wel- 
fare, including home life, material se- 
curity, education, health and general 
preparation for the responsibilities of 
citizenship.” * Problems of chidren 
with special difficulties, including hose 
with physical and mental handizaps, 
were also studied. 

Children suffering from physical and 
mental handicaps conszitute a chalenge 
to the Nation. Included in this group 
are those who are blind or visually 
handicapped, deaf or hard of hearing, 
crippled, or mentally deficient or dis- 
ordered, and those suffering from tuber- 
culosis or cardiac or parasitic diseases. 
Some indication of the magnitude of 
the prcblem is afforded by some figures 
gathered by the recent White House 
Conference. These indicate: 

1. Though on the average heart dis- 
ease, tuberculosis, and crippling impair- 
ment accounted for relatively little to- 
tal disability in childhood (9 disability 
illnesses per 1,000 children as compared 
tc 105 for communicable diseases and 
74 for respiratory diseases) they present 
medical and social problems of first im- 
portance. 

2. Approximately 6 children in ev- 
ery 1,000 population under 21 years of 


1 General Conference Report, Washington: 
Children’s Bureau, U. S. Department of Labor. 


age are crippled or seriously handi- 
capped by disease or conditions such 
as poliomyelitis, tuberculosis, birth in- 
jurizs, injuries due to accidents, con- 
gen:tal deformities, and heart disease, 
whc may be benefited or entirely cured 
by prompt and continued treatment. 

3 Approximately 10,000 school chil- 
dren have defective vision requiring cor- 
rection with glasses, and 1 per cent of 
all children have strabismus (squint), 
which to be treated successfully requires 
prolonged and special care. More than 
one-third of the blind persons in our 
population lost their sight in childhood. 

The needs of the physically and men- 
tally handicapped child are in general 
the needs of all children. Work with 
handicapped children must be carried 
on in an atmosphere of optimism. By 
building upon their aptitudes and abil- 
ities we can do much to prepare them 
for normal life in the community and 
can often enable them to participate 
in our social and economic activities. 
Many of these children are potential 
asse-3 to the community, and unless we 
trea: them as such, we fail in a basic 
pubic duty. 


DEVELOPMENTS Durme 1930-40 


A: the 1940 White House Conference 
on Children in a Democracy the prob- 
lems of the physically and mentally 
handicapped child were discussed by the 
Committee on Health and Medical Care 
for Children, which recorded that 


mecical and other types of scientific re- 
search carned out in the past ten years 
under public and private auspices in a lab- 
oratcry or clinic have made many valuable 
contributions to knowledge of the causes 
and cure of physical and mental disease and 
the growth and development of childrer. 
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Speaking specifically of children suf- 
fering from handicaps in their own men- 
tal or physical development which re- 
quire special attention, the repor: 
states: 


Argument is no longer necessary to cor- 
vince the American public that society as 
a whole has the responsibility of providinz 
for children to the extent that their naturel 
guardians are unable to give them ade 
quate care and protection. Authority for 
such social protection is found generally in 
legislation, bu: inadequate personnel and 
facilities have greatly limited its effective- 
ness. 

Certain physical and mental handicaps, 
such as defective vision or hearing, crip- 
pling conditions, and mental deficiencies, 
are the more obvious disabilities State 
and local governments, with Federal aid fcr 
the care of crippled children, are providing 
adequate physical, educational, and social 
care for many crippled children, buz others 
still remain without such services as would 
prepare them for a full or partial sharing 
in community living on equal terms with 
their fellows.? 


This picture of the existing situatioa 
and development in health and protec- 
tion of the handicapped child during the 
last decade has been greatly arnplified 
through the contributions made dy ouz- 
standing physicians, psychiatrists, psy- 
chologists, educators, social workers, 
research worxers, institutional superin- 
tendents, and others in the field of tke 
physically and mentally handicapped, 
served through personal communice- 
tions ® and through scanning of the pe-- 
tinent literature. 


THE DEAF AND Harp oF HEARING 
The last ten years have witnessed im- 


2 General Conference Report, op. cdt. 

2 Jn this connection sincere appreciation is 
expressed to members of the Committee en 
the Physically and Mentally Handicapped of 
the 1930 White House Conference and others 
who kindly furnished information on the 
trends in child health and protection concera- 
ing their respective fields of endeavor. 
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portant developments in the medical as- 
pects of the problem of hearing diff- 
culties and in the increased use of 
electrical hearing devices. 

Our thinking concerning the educa- 
tion of the hard of hearing has also 
progressed so that today there is a fuller 
appreciation of the opportunities to 
capitalize upon the abilities of the deaf. 
Two pioneers in this field have recorded 
that 


the most significant trend in the *education 
of the deaf is the increased use of residual 
hearing It has been proved that more 
than half of the pupils in the average 
school for the deaf have some power to ap- 
preciate sound. This fact, coupled with 
steady improvement in electrical hearing 
aids, is exerting a marked effect on meth- 
ods of instruction . . . State rehabilitation 
bureaus are making increased efforts to 
understand the needs and aptitudes of their 
deaf applicants, and to train and >lace 
them intelligently ¢ 


The medical advances in the treat- 
ment of the deaf and hard of hearing 
during the last decade, as noted by Pro- 
fessor Percival Hall, president of Gal- 
laudet College, Washington, D. C., in- 
clude the application of X-ray and 
radium treatment to a number of young 
persons whose deafness has been caused 
by lymphoid tissue about the lower en- 
trance of the eustachian tube, which has 
resulted in an actual increase in zhe 
ability to hear; the use of sulfanilamide 
in the treatment of scarlet fever and 
meningitis, which has prevented some of 
the after effects which might have led 
to deafness. Professor Hall has pointed 
out that 


audiometers have been improved to some 
extent, and it is now a very common prac- 
tice in our schools for the deaf to make 
audiometric tests of all children in orcer to 
better classify them in school work. I: is 


í Josephine B Timberlake and Betzy C. 
Wright, “The Deaf and Hard of Hearing,” 
Sogal Work Year Book, 1939, 
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also required by law in the states of Peni- 


sylvania and New York that school chil- 
dren should all be given audiometric tests, 
end more and more attention is being given 
to this type of work, with the result that 
children with slightly deficient hearing will 
be given better opportunities for learning 
in our public schools. 


The last decade has witnessed also 
notable improvements in the field of 
teacher training, the certification of 
teachers of the deaf, the establishment 
cf research departments engaged in 
studies of motor ability of the deaf, 
speech production, specialized psycho- 
logical ‘tests, and inquiries into related 
fields. 

Stimulus toward systematic work for 
children in the public schools who are 
Landicapped by hearing difficulties has 
progressed as a result of the excellent 
pioneering work of the American Soci- 
ety for the Hard of Hearing and its 
local chapters. The Society assists in 
many phases of aid to the hard of hear- 
ing. Financial aid is provided for test- 
ing programs, and preventive work is 
stressed in the clinics conducted by the 
organization. The group also provides 
medical care to needy cases, presses for 
the establishment of special classes for 
preschool children, offers counsel on vo- 
cational problems, establishes scholar- 
ships, lends hearing aids, and assists 
those needing help in numerous other 
ways. The organization is also active 
in educating the public as to the needs 
of the hard of hearing, and presses both 
for the most modern methods of their 
education and for desirable legislation. 

The Volta Review, an illustrated 
monthly magazine dealing with work for 
the deaf and the hard of hearing, has 
also proved a great stimulus in behalf 
of this group of handicapped children. 


THE BLIND AND VISUALLY 
HANDICAPPED 


A representative of the American 
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Foundation for the Blind reports that 
social legislation has led, during the last 
decade, to development of more com- 
pleze and progressive programs for blind 
and visually handicapped children. He 
also points out that methods and ideas 
developed in sight-saving classes of pub- 
lic schools and in the field of general ed- 
ucation have been adopted to an in- 
creasing degree by schools for blind 
children, and that their acceptance has 
led to appreciable advances in educa- 
tional techniques.” 

Schools for the blind ‘have also indi- 
cated interest in curriculum study and 
rev-sion. ‘Tests are being administered 
to determine the intelligence of pupils 
and to afford comparisons with public 
school students. Industrial work in 
these schools is becoming more explora- 
tory in nature, and in the future will 
prodably be geared more closely to the 
intelligence level of the students. The 
Talking Book has come into wider use 
and is providing an effective means of 
presenting literature to blind pupils. 
Schools for the blind are also encourag- 
ing wider recreational pursuits, with in- 
creased emphasis upon such activities 
as hiking, swimming, chess, and card 
games. 

The National Society for the Preven- 
tion of Blindness reports extension of 
educational opportunities for the par- 
tially sighted child through establish- 
mert of additional sight-saving classes 
and by service to partially seeing chil- 
dren in rural communities.° The num- 
ber of such classes has practically dou- 
blec. within the last ten years, and en- 
rollment during the same period has 
increased from five thousand to nine 
thousand. The Society points out that 

5 Communication to author by P. C. Potts, 
assiscant director, American Foundation for 
the Blind, Inc., New York City. 

6 Communication to author by Mrs. Wini- 
fred Hathaway, associate director, National 
Society for the Prevention of Blindness, New 
York City. 
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the public schools are giving increasing 
recognition to the problems of the vis- 
ually handicapped by adapting curricula 
to meet their needs, and that education 
along vocational and academic lines is 
being offered to larger numbers of vis- 
ually handicapped pupils. Interest in 
the field of education of the visually 
handicapped is evidenced by the fact 
that many colleges now offer courses to 
prepare teachers and supervisors of par- 
tially sighted children. 


THE CRIPPLED’ 


The most important development in 
crippled children’s work during the last 
ten years has resulted from establish- 
ment of Federal aid to the states under 
the Social Security Act. This has made 
possible the creation of a nationwide 
program of medical, surgical, and after- 
care service for the physical restoration 
and the social readjustment of crippled 
children. Federal funds for these serv- 
ices have made possible the develop- 
ment of programs in states where they 
did not previously exist, and the exten- 
sion and improvement of services al- 
ready being offered by public and pri- 
vate agencies. 

In the year 1940 nearly $3,£00,000 
of Federal funds will be paid tc states 
to help them io 


extend and improve (especially in rural 
areas and in areas suffering from severe 
economic distress) services for locating 
crippled children, and for providing medi- 
cal, surgical, corrective, and other services 
and care, and facilities for diagnosis, hos- 
pitalization, and after care for children who 
are crippled or who are suffering from con- 
ditions which lead to crippling. 


An important outcome of th2 crip- 
pled children’s program will be reduc- 
tion in the chances that children will be 
crippled, and prompt care for all chil- 


T Facts Abou: Crippled Children, V/ashing- 
ton. U § Children’s Bureau, March 1940. 
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dren suffering from disease or injury 
that may result in physical handicap. 
It is felt that 


with Federal and state funds now avail- 
able it is possible for the state crippled 
children’s agencies, following epidemics of 
infantile paralysis, encephalitis, or menin- 
gitis, for example, to provide immediate 
diagnosis and treatment so as to prevent 
or reduce the physical handicap which may 
follow the disease. 


The last ten years have also wit- 
nessed an intensification of research in 
the etiology and treatment of anterior 
poliomyelitis, a major cause of crip- 
pling. Means of prompt diagnosis and 
proper and adequate orthopedic treat- 
ment and care are being sought. Stud- 
ies are proceeding in the epidemiology 
of this disease, and laboratory researches 
are being made to determine its cause 
and the efficacy of preventive measures. 

Another important development has 
been the extension of work with chil- 
dren mentally and physically handi- 
capped as a result of birth lesions. This 
group includes mainly spasticity, athe- 
tosis, and pathological motor disturb- 
ances present since birth. Experiments 
are now being conducted in New York 
and New Jetsey which demonstrate the 
extent to which children of this type can 
benefit from special treatment. 


MENTAL HEALTH 


The 1940 White House Conference 
on Children in a Democracy has noted 
that during the last decade 


increased awareness of the role of mental 
hygiene of children has led to more intel- 
ligent ways of meeting this health need. 
The attention of the public has been fo- 
cused sharply on problems of mental health 
and the indications are that further prog- 
ress in this field will be made in coming 
years, 


This opinion is shared by the United 
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States Office of Education, which in a 
recent study observed that 


there is no community service which has 
shown a more phenomenal growth during 
the past quarter of a century than the or- 
ganization of clinical fecilities for the ad- 
justment of behavior and personality prob- 
lems of children.® 


According to Dr. George S. Stev2nson 
of the National Committee for Mental 
Hygiene, the main developments in the 
mental health field have been along psy- 
chotherapeutic lines. “First is the de- 
velopment and use of the therapeutic 
relationship as an instrument of itreat- 
ment and second the recognition of any 
behavior of the child as a potential re- 
flector of this psychological makeup.” 

Additions also have been made 
through endocrine, nutritional, and 
pharmaceutical adjuncts. Along with 
the progress on the endocrine side, a 
distinct advance has been made in deal- 
ing with delayed maturing of chidren. 
The centering of attention on reading 
defects and educational diagnosis has 


brought to the hancicapped child in’ 


school a better opportunity to develop 
his assets. 

The Boston Habit Clinic for Child 
Guidance reports that advance during 
the last decade 


has been due to the fect that more time 
has been devoted to treatment and less 
time to ultra-intensive investigations and 
diagnoses We have not developed any 
new techniques, nor are there an} new 
psychological disciplines. We are using 
such knowledge as we have ta better ad- 
vantage. ‘The emphasis is on the follow-up 
work in an effort to be assured that those 
with whom the clinic has had contact will 
continue to profit by the knowledge that 
has been acquired of the particular case. 
We should stand ready to be of service to 


8 Clinical Organization for Child Guidence 
Within the Schools, Washington: Office of 
Education, Bull, No, 15, 1939, 
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the child, and give guidance and direction 
to parents.’ 


The important contributions made by 
state mental hospitals in the children’s 
field and the possibilities for further as- 
sistance are stressed by Dr. Esther L. 
Richards, who writes: 


There is a very definite improvement in 
state hospital personnel throughout the 
country and an interest on the part of this 
personnel in reaching out into the com- 
munity in the form of traveling clinics. 
Mazy of them are doing excellent work, 
and I cannot but feel that the burden of 
the mental hygiene job is going to fall legi- 
timately upon the shoulders of state hos- 
pital setups, and that these setups should 
be encouraged to enter the field and do the 
best job that they can. The real point is 
that the public should get some educational 
experience in recognizing their mental 
health needs. It is a slow and tedious job. 
It is going to be accomplished, not by big 
campaigns and programs, but by the 
gradual daily work of forces within com- 
munities that have much to give and are 
eager and willing to give it.?° 


THE MENTALLY DEFICIENT 


The last decade’s developments in the 
field of mental deficiency have been 
summarized by Dr. Benjamin W. Baker 
as including the following: 

1. Increased capacity and better or- 
ganization of state and private schools; 

2. Growing recognition of the men- 
tally deficient child in public schools 
anc extended provision for his educa- 
tior in the community; 

3. The wider establishment and im- 
provement of statistical work; 

4. Increased scientific interest in the 
prodlems of mental deficiency; 

5. More widespread appreciation of 
problems of the mentally deficient, espe- 


9°Douglas A Thom, director, Habit Clinic 
for Child Guidance. Inc., Boston. 

1c Communication to author by Dr. Esther 
L. Richards, associate professor of psychiatry, 
Jobas Hopkins University, Baltimore, 
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cially among general practitioners and 
educators; 

6. Increasing tendency to board out 
suitable mentally deficient children in 
the community and thus provide addi- 
tional space in institutions.1* 

The growing appreciation of the pos- 
sibilities of family care for the mentally 
deficient is also stressed by Dr. Neil A. 
Dayton, who writes that there has been 


a decided change from the institutional 
idea to the community supervision thought. 
I think the last few years have shown that 
community supervision works in a rather 
remarkable way. To my mind, develop- 
ments ın the future will be towards the 
providing of institutional care for the 
necessary cases with the great mass of 
mental defectives being distributed and 
controlled in the community.” 


The last decade has witnessed a 
growth in the number of special classes, 
and increased numbers of children are 
benefiting by extension of such educa- 
tion. However, only a small proportion 
of the total number who are retarded 
receive such advantages, and wider ap- 
plication of special education is essen- 
tial. It is advisable also that placement 
services be extended to secure the great- 
est benefits of these school training pro- 
grams and to maintain a degree of su- 
pervision over those attempting <o live 
in the community. 

Along with newly developed programs 
and planning for the care of these chil- 
dren, the last ten years have witnessed 
interesting developments in the testing 
processes. Important among the new 
devices is the Vineland Social Maturity 
Scale,* which provides a method for 
measuring the effect of treatment and 

11 Communication to author by Dr. Benja- 
min W. Baker, superintendent of the Laconia 
(N. H) State School 

12 Communication to author by Dr. Neil A. 
Dayton, director of statistics, Massachusetts 
Department of Mental Health. 

13 Edgar A Doll, director, Research Lab- 
oratory, Vineland (N. J) Trainmg School. 
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training programs in terms of social 
competence. This will doubtless prove 
a valuable adjunct to the equipment and 
methods now in general use. 


EDUCATION OF PHYSICALLY HANDI- 
CAPPED CHILDREN 


During the last ten years there has 
been steady increase in special educa- 
tion facilities, but the need for exten- 
sion of such services for the handi- 
capped is still most acute. 

Although it is generally recognized 
that education is the right of all chil- 
dren, Dr. John W. Studebaker has 
pointed out that while there are approx- 
imately 2,000,000 handicapped children 
in the United States, only about 200,000 
are reached through special classes and 
special schools organized to meet their 
needs.‘* When only one handicapped 
child in ten receives the type of educa- 
tion which appears advisable, it is evi- 
dent that we are failing in a basic public 
duty. 

The responsibility for provision of 
training facilities is essentially one of 
the public school system, for it is highly 
desirable that the courses offered nor- 
mal children be made available to the 
physically handicapped to the extent of 
their individual abilities. The benefits 
to be secured by local recognition of the 
needs of these children are many, ard a 
thorough understanding of their prob- 
lems is essential to a well-directed and 
co-ordinated program. 

It is necessary, of course, to supple- 
ment regular school personnel with 
teachers especially trained and tempera- 
mentally fitted to such work, and it is 
this fact that makes the cost of special 
education far in excess of that required 
for normal children. 

In order to assure maintenance of de- 
sirable standards in local communities, 


14 John W. Studebaker, Special Education 


for the Physically Handicapped, Washington: 
U.S. Office of Education, 
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many authorities believe a system of 
grants-in-aid by state and Federal gov- 
ernments to be the most practical means 
cf stimulating local action. 

These general ideas were embodied in 
a bill introduced last years in Congress 
by Senator Claude Pepper of Florida. 
This bill would provide Federal aid 


for the purpose of enabling each state to 
establish, extend and improve services for 
educating physically handicapped children 
. who for their education require an ex- 
penditure of money in excess of the cost of 
educating physically normal children. 


SUMMARY 


In developing a constructive program 
for physically and mentally handicapped 
children, we recognize first that these 
children have special need for the 
health, educational, and welfare services 
available for all children. Many han- 
dicaps which beset children are pre- 
ventable. Therefore we must provide 
care which will conserve the health of 
all children and which will insure nor- 
mal growth and development. 

This point was well stated at the 1940 
White House Conference. 


Upon what is done to assure physical and 
mental health during maternity, infancy, 
childhood and youth, depend the vigor 
and health of the adult population. The 
interrelation of health and growth and de- 
velopment must have a special protection 
in the prenatal period, during birth and in 
infancy and childhood. 


To help make such a plan effective, the 
report of the Confererce urged “a pro- 
gram of health instruction in the schools 
and parent education in the problems of 
physical and mental health on a commu- 
nity basis” as a part of the general 
health program. 

Upon the school system rests the pri- 
mary responsibility for discovery and 
correction of conditiors which interfere 
with proper physical and mental growth. 
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Co-operation with parents must be se~ 
cured through home visits by public 
health nurses or visiting teachers. But 
this is not a job for the school alone. 
Intelligent working relations must be 
maintained with all public and private 
organizations equipped to handle spe- 
cialized service. 

Sound programs at the local level 
must be interlocked with programs serv- 
ing Jarger areas of interest. Neither the 
preventive nor the corrective treatment 
of handicapped children can be dealt 
with on a local level exclusively. The 
Federal Government, the states, and the 
locelities must integrate their activities 
with those sponsored by voluntary or- 
ganizations if progress is to be made to- 
ward the objectives which have been so 
wel. expressed by the 1930 White House 
Cor ference 1* and which provide guide- 
pos-s of lasting validity: 

Early discovery and diagnosis which 
will determine the nature and extent of 
the handicap while it is in the incipient 
stages and when the greatest possible 
ben2fit may be secured from care and 
treatment; 

Curative and remedial treatment 
which will enable the handicapped child 
to function, physically and mentally, as 
normally as possible, this treatment to 
be evailable to all handicapped children 
regerdless of financial circumstances 
and to be a continuous process until a 
proper adjustment has been effected; 

Education which will be as broad as 
is consistent with the mental and physi- 
cal powers of the child, designed to de- 
velcp fully the handicapped child’s 
lateat abilities; 

Vocational adjustment including edu- 
cational and vocational guidance which 
will discover the handicapped child’s 


18 For details see The Handicapped Child, 
Report of the Committee on Physically and 
Mertally Handicapped Child, White House 
ConZerence on Child Health and Protection, 
Cen-ury Co., 1933. 
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general abilities and aptitudes, in-erpret 
his vocational significance, and secure 
for him that type of general educa- 
tion and vocational training through 
which his vocational objectives may be 
achieved ; 

Protective legislation which will make 
a comprehensive program for the handi- 
capped fully effective, safeguarding the 
interests of the handicapped as well as 
the employer; 

Research which will determine the 
fundamental causes of mental and phys- 


ical disabilities and discover the most ` 


effective methods of prevention and con- 
trol of all handicaps; 

National and central state agencies 
which will provide for the integration 
of national, state and local educational, 
vocational, industrial, health, and wel- 
fare activities in a comprehensive plan 
on behalf of the handicapped child. 


THe HANDICAPPED CHILD’s BILL 
oF Ricuts t° 
As an integral unit of our human so- 


16 Developed by the Committee on the 
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ciety the handicapped child has a right: 

1. To as vigorous a body as human 
skill can give him; 

2. To an education so adapted to his 
handicap that he can be economically 
independent and have the chance for 
the fullest life of which he is capable; 

3. To be brought up and educated by 
those who understand the nature of the 
burden he has to bear and who consider 
it a privilege to help him bear it; 

4. To grow up in a world which does 
not set him apart, which looks at him, 
not with scorn or pity or ridicule—but 
which welcomes him, exactly as it wel- 
comes every child, which offers him 
identical privileges and identical respon- 
sibilities; 

5. To a life on which his handicap 
casts no shadow, but which is full day 
by day with those things which make it 
worth while, with comradeship, love, 
work, play, laughter, and tears—a life 
in which these things bring continually 
increasing growth, richness, release of 
energies, joy in achievement. 


Physically and Mentally Handicapped Child, 
1930 White House Conference. 
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Child Labor—Continued 


By Raymonp G. FULLER 


HE decade of the 1930’s has added 

another eventful chapter to the long 
history of child labor reform in this 
country. However, in spite of a hun- 
dred years of legislating against the 
harmful or hazardous labor of children, 
and in spite of considerable gains in ex- 
tending legal protections during the past 
ten years, 750,000 is a moderate esti- 
mate of the number of children under 16 
years of age gainfully occupied in the 
United States. 

Three-quarters of a million is a larger 
number than that reported by the Census 
of 1930, and still larger than what the 
Census of 1940 is likely to show when 
the figures are compiled. The census 
has never revealed the whole number of 
working children, especially with regard 
to those engaged in seasonal and part- 
time occupations, which form an impor- 
tant element in any true and complete 
picture of child labor. This does not 
refer to ordinary household tasks, farm 
chores, and occasional odd jobs, of which 
the census properly takes no account. 

The situation has indeed changed—to 
a certain extent in the last decennial 
period, but more markedly over twenty 
years, and so much since 1910, when 
child labor was at its peak, that in many 
respects it is a very different situation. 
The contrast between then and now is 
not merely a matter of diminished num- 
bers, but is also one of changed occupa- 
tional distribution. Some of today’s 
child labor is as bad as some of the worst 
of it thirty years ago. The essential 
character of child labor, as economic 
exploitation of children and misuse of 
childhood itself, is the same as ever; its 
causes and consequences are the same, 
and the principal cause remaims the in- 
adequacy of family incomes. 

It is gratifyingly true that most of the 


old industrial child labor, the kind as- 
sociated with mines and factories, has 
been eliminated or brought under con- 
troi, or at any rate seems to be pretty 
wel on the way out. That erstwhile 
host of tiny toilers in Southern textile 
mills has disappeared, though the effects 
of its existence have not disappeared. 
In the entire country, in occupations 
usvally termed “industrial,” plus jobs in 
stores and offices, fewer than 100,000 
bovs and girls under 16, possibly not 
mcte than 50,000, are now employed. 


. Yet child labor is not over, even in in- 


dustry. Where is it now? 


WHERE THE CHILDREN LABOR 


The majority of child laborers—not 
all of them by any means—are in agri- 
culture, particularly in its industrialized 
forms and depressed areas. Many be- 
lorg to the migratory families who fol- 
low the crops from place to place, often 
across state lines, during all or a large 
po-tion of the year, or who come out 
fron the cities to nearby farms for a long 
summer in the country. Others are the 
children of families on tenant farms in 
the cotton-growing South, where poverty 
ani child labor have been linked in be- 
draggled misery ever since the tenancy 
system superseded the slave system of 
family-labor supply. Children are an 
integral part of this system; and one 
recson for the demand for migratory 
family labor in fruits and vegetables is 
that it brings with it a large supply of 
cheap child labor. 

On the other hand, a good deal of to- 
day’s child labor, considered either as 
economic fact or as social evil, is in 
towns and cities. It is that cf youngsters 
entering miscellaneous occupations in 
trede and service fields instead of fac- 
tory employment as formerly, and those 
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who find work in small rather than large 
establishments, such as beauty parlors 
and garages. This group includes juve- 
nile workers in repair shops, filling sta- 
tions, restaurants, hotels, laundries, 
bakeries, and so on, ad infinitum, zs well 
as in offices and stores. There are like- 
wise the street traders, such as news- 
boys, bootblacks, and peddlers: and 
girls in domestic service, where they are 
sometimes cruelly exploited. Children 
are still exploited, too, under the home- 
work system of industry where enforce- 
ment of child labor restrictions is almost 
impossible. 

All of which says nothing about boys 
and girls 16 years of age and over who 
need protection from substandard wages, 
from excessive hours and night work, 
and from physical and moral hazards, 
and who are not adequately safeguarded 
by either state or Federal legislation. 
The problem of accident prevention and 
compensation is not confined to any 
single age period of childhood or youth, 
or to industrial pursuits. 

It will be noted that much of the 
present-day child labor is in part-time 
or seasonal occupations, but it is none 
the less of a serious character. Many 
of the children in street trades go to 
school, but their school and working 
hours taken together are often long, and 
there are obvious dangers of physical 
risk, cumulative fatigue, and interfer- 
ence with study and play. In agricul- 
ture, seasonal work means long ours, 
toil unsuited to growing bodies, and a 
great deal of lost schooling in spring 
and fall; and in the case of the migrants, 
it means months, or practically all the 
year, traveling on the road, living in the 
camps, and working in the fields. 

It is likewise notable that a larg2 pro- 
portion of this existing child labor, 
whether agricultural or nonagricultural, 
is in occupations to which the familiar, 
traditional forms of legal protecticn are 
not so readily applicable as in the case 
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of regular employment in large incus- 
trial or mercantile establishments. Re- 
ferring to one phase of this subject, Ella 
Arvilla Merritt writes: 


The great variety and difficulty of the 
problems presented in the extension of 
labor standards to migratory child workers 
and in the provision of adequate educa- 
tional facilities for the migrant child con- 
stitute a situation so complicated that spe- 
cific types of legal regulation, concerning 
both child employment and school attend- 
ance, need to be worked out It is evicent 
that such regulation must be supported by 
special administrative provisions.* 


METHODS oF CONTROL 


Not only more laws but also new tech- 
niques of administration are required to 
finish the tasks of child labor reform, 
and possibly the role of administration 
will have to be raised to a still higher 
level of importance. In Wisconsin, one 
of the very few states to show any legis- 
lative concern over child labor in agri- 
culture, the Industrial Commission is 
given authority to set up regulations for 
work of children under 16 in cherry 
orchards, market gardening, gardening 
conducted or controlled by canning com- 
panies, and the culture of sugar beets 
and cranberries. The only order as yet 
issued by the Commission under this au- 
thority prohibits the employment of 
children under 14 in beet fields during 
school hours unless they have completed 
the eighth grade, and limits their work- 
ing hours. Thus used, or rather not 
used, administrative power does not go 
very far in correcting the abuses of 
agricultural child labor; but it suggests 
a way of reaching particular conditions 
in certain occupational areas, as agri- 
culture and street trades, where control 
is needed but where it is not necessary, 
and perhaps not desirable, to impose 

1 Ella Arvilla Merritt, “Regulation of Child 


Labor in Industrialized Agriculture,” The 
Child, Vol 4, No. 10 (April 1940), p. 277. 
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fixed standards of law having a more 
general scope and effect. It is not that 
standards established in law tend to be 
inflexible, but that, through legislative 
caution and statutory exceptions, they 
tend to leave too many loopholes for 
exploitative and harmful child labor. 

Ar all events, there is opportunity for 
child labor reform to be socially inven- 
tive in devising methods and techniques 
of control adapted to special needs and 
proklems. And certainly, as always, 
there is more to do than legislate or ad- 
minister. The fact that child labor is 
largely a by-product of social-economic 
maladiustments affecting families, larger 
groups and classes, whole occupational 
fields, entire regions, and the national 
welfare emphasizes the importance of 
preventive methods. This attitude and 
conception is expressed by Gertrude 
Folks Zimand in the latest edition of 
Child Labor Facts, in which she says: 


To elimirate the harmful aspects o? child 
labor in agriculture is not simple. The 
exploitation of children is merely one phase 
of an acute social and economic problem. 
To restrict the employment of children of 
migratory workers or of sharecroppers or 
of impoverished farmers, even if practi- 
cable from the viewpoirt of enforcement, is 
futile unless such measures are accom- 
panied by action to insure greater econcmic 
security for the parents, better wages and 
generally improved living conditions.* 


Legislative measures putting into ef- 
fect the Social Security program in non- 
agricultural occupations may be regarded 
as preventive of child labor. The Fair 
Lator Standards Act, apart from its 
provisions relating to the employment 
of childrer, has preventive value through 
the maintenance of minimum wage 
scales. These are notable gains of the 
past decade. But it is no meaningless 
play upon words to say that child labor 

2Gertrude Folks Zimand, Child Labor 


Facis, 1939-1940 (New York: National Child 
Labor Committee), p. 17. 
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legislation itself prevents child labor— 
not to mention the contributory aid of 
compulsory school attendance laws. 


RELATION TO BUSINESS CONDITIONS 


The volume of child labor fluctuates 
with job opportunities, that is, with 
business and industrial conditions, and 
varies with the status of law3 and regu- 
lations. With the onset of the Great 
Depression, the number of child work- 
ers decreased with the declining curve 
of business activity and employment. 
The codes established under the Na- 
tional Industrial Recovery Act, having 
the force of law, further reduced the 
number and kept it down despite a busi- 
ness upturn while they wer2 in opera- 
tion. When the act was declared un- 
constitutional and the child labor re- 
strictions were removed, child labor 
started to mount again and continued to 
increase until the “recession,” when it 
dropped once more. In the states, now- 
ever, which had adopted a comparable 
16-year age minimum for employment, 
there was no increase in the occupations 
covered, although child labor was rising 
elsewhere. 

As business and employment condi- 
tions improve, and especially in the not 
unlikely event of a boom resulting from 
the war abroad, it is important that this 
country look well to its legal defenses 
against a resurgence of child labor. 
Some strengthening of these defenses 
has been accomplished in the last ten 
years, but they are still inadequate, and 
many fields of possible exploitation re- 
main relatively unguarded. Of course, 
there are plenty of adult unemployed to 
do the work, and in industry, tech- 
nological changes have lessened the de- 
mand for unskilled and immature work- 
ers: but the lesson of a hundred years 
of history, even down to the present 
day, is that where and wher. child labor 
can be profitably used and family need 
is sufficient, it will be used if permitted. 


CHILD LABOR—CONTINUED 


Fam LABOR STANDARDS Act 


The chief legislative event of the 
decade from the child labor standpoint 
was undoubtedly the enactment 3f the 
Fair Labor Standards Act, popularly 
known as the Wages and Hours Act, in 
1938. Its child labor provisions, ad- 
ministered by the United States Chil- 
dren’s Bureau, represent the fourth at- 
tempt to establish national minimum 
standards—the first having been the 
Federal Child Labor Act of 1916, the 
second a taxing measure passed in 1919, 
and the third the codes set up uncer the 
National Industrial Recovery Act of 
1933. All of these suffered the fate of 
unconstitutionality. Like the Act of 
1916, the present measure is based on 
the authority of Congress to regulate in- 
terstate commerce; it forbids the ship- 
ment in such commerce of goods pro- 
duced in establishments in which child 
labor has been employed within thirty 
days prior to shipment. 

Sixteen years is the basic minimum 
age for work in establishments covered 
by the act. There are exemptions for 
children “employed in agriculture while 
not legally required to attend school,” 
and for children employed as actors in 
motion pictures or theatrical produc- 
tions. Children 14 and 15 years of age 
may work for their parents in occupa- 
tions other than mining and manufactur- 
ing, and the Children’s Bureau may per- 
mit their employment in work, except 
mining or manufacturing, which in its 
judgment does not interfere with their 
health, schooling, or well-being. Chil- 
dren 16 and 17 years of age are excluded 
from occupations found and declared by 
the Bureau to be hazardous or detri- 
mental. In nearly all the states, state 
certificates of age are accepted under the 
Federal act; in others they are issued 
by the Children’s Bureau. 

Under its administrative powers the 
Bureau has issued rulings specifically 
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barring the employment of children un- 
der 16 in connection with hoisting ap- 
paratus or any power-driven machinery 
except office machines, and as public 
messengers. Restrictions as to hours 
and night work have also been impcsed 
on employment of children 14 and 15 
outside of school hours. Other rulings 
prohibit the employment of minors 16 
and 17 years old in or about establish- 
ments manufacturing explosives or arti- 
cles containing explosive components, 
as operators or helpers on motor trucks, 
and in or about coal mines (except for 
a few surface occupations). All rulings 
are arrived at by a regular procedure 
of investigation, conference with 2m- 
ployers and experts on health, safety, 
and welfare, and after public hearing. 
The act provides for court review of 


administrative orders. 


LACK oF COVERAGE 


To say how many children have been 
or will be affected by the child labor 
provisions of the Wages and Hours Act 
is impossible. The full applicability of 
these provisions is still to be determined 
by administrative interpretation and ac- 
tion and by judicial review. In any 
case, their function is largely preven- 
tive; the number affected is not the 
number put out, but the number kept 
out, of unsuitable employment. Those 
who are employed in certain covered 
occupations will of course have better 
protection as to hours and night work. 
But it must be borne in mind that the 
coverage of the act is strictly limited to 
establishments shipping goods in inter- 
state commerce, with no application to 
businesses, industries, or service occupa- 
tions of a local or intrastate character. 
The current estimates of 750,000 to 
1,000,000 working children under 16 
have been made since the Wages and 
Hours Act went into operation. 

Very few newsboys are likely to be 
affected, partly because their work is 
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not im establishments engaged in inter- 
state commerce, and partly because of 
the “little merchant” system which 
makes them independent contractors. 
Children employed in agriculture during 
periods when they are not legally re- 
quired to attend school are not covered 
by the provisions of the act. Little 
protection is afforded to the many 
thousands of migratcry child workers, 
even though the product of the farms on 
which they labor goes across state lines, 
for in some states children of migratory 
families are not subject to the school 
attendance laws of the communities in 
which they temporarily reside. More- 
over, boys and girls employed in agri- 
culture in school hours will not be pro- 
' tected in states where the attendance 
laws expressly excuse, or permit exemp- 
tions for, children engaging in farm 
work. Again, the great majority of chil- 
dren in, commercialized agriculture work 
as part of a family group, the head of 
the family being paid and the others 
receiving no direct compensation. Since 
the act does not apply to children work- 
ing for their parents, it is doubtful 
whether children employed as members 
of a family come within its purview. 


STATE REGULATION 


Thus, as things stand, it appears that 
the task of adequately protecting the 
working children of this country is still 
largely up to the states, and the states 
are still far behind tte requirements of 
this task, In general, says Courtenay 
Dinwiddie of the National Child Labor 
Committee, “it is correct to say that 
the regulation of child labor in agri- 
culture has hardly been touched by the 
states.” * School attendance laws are 
of little avail, because of exceptions and 
exemptions for farm employment and 
because of laxity of enforcement in ru- 

8 Courtenay Dinwiddie, “The Present Status 


of Chid Labor,” Social Service Review, Vol. 
XIII, No. 3 (Sept. 1939), p. 436. 


THE ANNALS oF THe American ACADEMY 


ral districts. Only twenty-one states 
have laws regulating the employment of 
children in the sale and distribution of 
newspapers. These laws are not always 
state-wide in application, and the age 
minimum in some of them is fixed at 10 
or 12 years. A few municipalities have 
ordinances dealing with this occupation. 

Although in 1930 there were only two 
states with an age standard of 16 for 
any kind of gainful employment, and 
in 1940 there are twelve that have es- 
taklished this basic minimum age for 
work in factories and stores, at least 
during school hours, the general picture 
of the present status of state legislation 
is not impressive. A summary of the 
age limits set by the forty-eight states 
for work in non-mining and non-manu- 
facturing occupations, not including ag- 
riculture, domestic service, and street 
traces, is given here: * 

Eleven states have virtually no regu- 
lation as to the age at which children 
may engage in non-manufacturing work, 
although in several there is a minimum 
age (usually 14) for such work during 
school hours. 

Thirteen states set a 14-year age min- 
imum, but this applies only to a very 
few occupations (such as stores), or 
there are exemptions for children of 10 
or 12 years, in some cases limited to 
work outside school hours. 

Eleven states set a 14-year age mini- 
mum for a fairly comprehensive list of 
occupations. 

Two states set a 15-year age mini- 
mum with exemptions for children of 
12 years, in one case limited to vacation 
periods. - 

One state sets a 15-year age minimum 
with 14 years outside of school hours. 

Ten states set a 16-year age mini- 
mum during school hours and 14 years 
outside of school hours. 

The variety and the inadequacy of 

4Data from the National Child Labor 
Committee, as of July 1, 1940. 
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state laws are even more marked with 
‘ reference to provisions in regard to 
hours of work, night work, and extra- 
hazardous occupations, both as to chil- 
dren under 16 and as to the older group 
of 16 and 17 years. There are also 
many deficiencies regarding certification 
and enforcement. 


OTHER FEDERAL Laws 


To this legislative review must be 
added a brief reference to two Federal 
laws which have not yet been men- 
tioned. The Walsh-Healey Act of 1936 
forbids males under 16 and females un- 
der 18 to be employed in the production 
of goods made under government con- 
tract. The Jones Sugar Act of 1937 
stipulates that sugar-beet growers, in 
order to qualify for benefit payments, 
must agree not to utilize the labor of 
children under 14 or permit children 
14 and 15 years old to work more than 
eight hours a day, except when tke pa- 
rents of the children own at least 40 
per cent of the crop harvested by the 
family. These provisions have proved 
somewhat difficult to apply and enforce, 
and the United States Children’s Bu- 
reau in co-operation with the Depart- 
ment of Agriculture is experimenting 
with plans for certification of the chil- 
dren employed. 

The proposed child labor amendment 


to the Federal Constitution, submitted. 


to the states in 1924, is still pending. 
In 1930 only five states had ratified; in 
1937 the number stood at 28. No 
states have ratified since that year, in 
which a poll taken by the Americen In- 
stitute of Public Opinion showed a ma- 
jority of the people in favor of the 
amendment in every state in the Union, 
with 76 per cent voting for it in the 
country as a whole. 

The campaign for adoption of the 
amendment, which would give Congress 
“the power to limit, regulate and pro- 
hibit the labor of persons under eighteen 


ist 


years of age,” has been slowed down by 
two principal factors. In Kansas and 
Kentucky the validity of ratification 
was challenged in the state courts, and 
diametrically opposed opinions were 
handed down. On appeal, the United 
States Supreme Court ruled, on June 5, 
1939, that the amendment was still 
open for ratification by the states, re- 
gardless of the lapse of time since it 
had been submitted and regardless of 
the fact that some states had ratified 
after previous rejection. The other fac- 
tor of delay has been consideration of 
the gains made in reducing child labor 
in other than agricultural and service 
occupations, chiefly through the Wages 
and Hours Act, and the hope that the 
applicability of this act, under the 
power to regulate interstate commerce, 
might be further extended. However, 
the incompleteness of child labor con- 
trol under existing laws, Federal and 
state, is apparent. 


MINIMUM STANDARDS 


At its concluding session, held in Jan- 
uary 1940, the White House Conference 
on Children in a Democracy indorsed 
the following requirements as forming a 
minimum set of standards for child la- 
bor legislation: 


1. A minimum age of 16 for all employ- 
ment during school hours and for employ- 
ment at any time in manufacturing or 
mining occupations or in connection with 
power-driven machinery. 

2. A minimum age of 16 for employment 
at any time in other occupations, except as 
a minimum age of 14 may be permitted for 
limited periods of work after school hcurs 
and during vacation periods in agriculture, 
light non-manufacturing work, domestic 
service, and street trades. Determination 
of desirable standards for legislation gov- 
erning child actors requires further study. 

3. A minimum age of 18 or higher for 
employment in hazardous or injurious oc- 
cupations. 

4. Hours-of-work restrictions for persons 
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up to 18 years of age, including maximum 
hours, provision for lunch period, and pro- 
hibition of night work, the hours permitted 
not to exceed 8 a day, 40 a week, and 6 
days 2 week. 

5. Requirement of employment certifi- 
cates for all minors under 18, issued only 
after the minor has been certified as phys- 
ically fit for the propased employment by 
a physician under public-health or public- 
school authority. 

6. At least double compensation under 
workmen’s compensation laws in cases of 
injury to illegally employed minors. 

7. Minimum-wage standards for all em- 
ployed minors. 

8. Abolition of industrial homework as 
the only means of eliminating child labor 
in such work. 

9. Adequate provision for administration 
of all Jaws relating to the employment of 
children and youth. 


The following recommendations were 
made by the Conference: 


10. Ratification of the child labor 
amencment to the Constitution of the 
United States should be completed em- 
mediazely. 

11. Compulsory school attendance laws 
shoulé be adjusted to child labor laws, 
since school-leaving and child labor are 
closely related. Schooling during at least 
nine months of the year should be both 
compulsory for and available to every child 
up to the age of 16. 

12. It is the obligation of the community 
zo provide a suitable educational program 
for all youths over 16 who are not em- 
ployed or provided with work opportunities. 


13. Financial aid from public sources _ 


should be given whenever recessary to 
young persons to enable them to continue 
their sducation even beyond the compul- 
sory attendance age if they wish to do so 
and cen benefit thereby. 
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VALUE OF WORK OPPORTUNITIES 


There has been a growing tendency, 
by no means of recent origin, to inter- 
pret child Jabor in terms of the whole 
general problem of work and occupation 
in childhood and youth. Leaders of the 
reform movement have long recognized 
the significant role that work and occu- 
pation have played not only in cultural 
history but, with respect to individuals, 
in personality development, mental hy- 
giene, and the process of educative 
growth. It has been lamented that in 
cities, especially, but also under changed 
and changing conditions of farm life, 
meny children are lacking tae work op- 
portunities and tasks that in an earlier 
period contributed so much to their ed- 
ucation and social maturity. The belief 
is widely held that children of all ages, 
inclusive of the very young and the 
youth group, and regardless of economic 
status, should have work activities and 
work experience as a needful and right- 
ful part of their upbringing and their 
adjustment to the world in which they 
live. 

That child labor reform should take 
an active interest in the provision of 
such opportunities and in the problem 
of unemployed youth which the depres- 
sion has accentuated, making greater 
rather than less demand for vocational 
guidance, training, and placement, is en- 
tirely consonant with the aim of pro- 
tecting children and youth from unsuit- 
able forms and conditions of labor or 
employment. Effort in these directions 
may indeed be regarded as a method of 
reform, the method of overcoming evil 
with good—and this is the ultimate goal 
of child labor reform. 


Raymond G. Fuiler, New York City, a free-lance 
writer, was for several years engaged as an editorial 
writer on the Philadelphia Evening Ledger, and later 
as director of publicity and editor of publications of 
the National Child Labor Committee. 


A Decade of Child Protection 


By E. MARGUERITE GANE 


NY child welfare program reflects 

child needs which are recognized 
by society and the desire of society to 
have those needs met. Standards of 
child care are relative and depend upon 
what is set forth by the community 
from time to time as socially desirable 
for all children. There is probably no 
other principle in the entire welfare pro- 
gram so generally accepted as that of 
the right of children to protection from 
neglect and abuse. Economic, religious, 
political, and humanitarian factors have 
played their parts in building up this 
point of view. The decreasing child 
population in this country makes con- 
servation necessary for the sake of pos- 
terity. Even more important is the 
value which is placed on human per- 
sonality. 


CHANGING CONCEPT OF PROTECTION 


Children in the beginning were pro- 
tected from physical destruction, from 
the natural elements or from the enemy. 
As living conditions have changed and 
the life in the average family has come 
to provide at least a minimum amount 
of protection, the community now con- 
cerns itself with preventive measures di- 
rected against problems such as the 
spread of communicable disease and of 
juvenile delinquency. Good social ad- 
justment is believed to be of eccnomic 
and social value. 

The present goal of the protective 
movement is to help children to grow into 
self-directing, self-maintaining adults ca- 
pable of functioning in a democracy, and 
to insure that they will have bodies and 
minds trained to carry on in a highly 
complicated type of existence. Thus 
threats to child life now include more 
subtle exploitation and dangers than 
physical cruelty and abuse. Anything 


that hinders the preparation of the child 
for adequate functioning on a mature 
level, either as an individual, as a mem- 
ber of a family group, or in commurity 
relationships, causes concern to society, 
which still recognizes itself as the ulti- 
mate protector of all children. 

This protection expressed itself first 
in the United States in the passage of 
special laws. For example, the Ply- 
mouth Colony set up an indenture sys- 
tem for neglected children as early as 
1636. Protective laws had become well 
established in many states by the first 
quarter of the nineteenth century. Be- 
cause these were not immediately fol- 
lowed by adequate plans to care for chil- 
dren whom it was necessary to remove 
from their homes, their enforcement be- 
came futile, and groups of private indi- 
viduals concerned about the methods of 
child care began to establish Societies 
for the Prevention of Cruelty to Chil- 
dren, the first one being formed in 1375 
in New York City. These organizations 
campaigned for further protective lezis- 
lation and social betterment for children. 
They established shelters for their care 
and also concerned themselves with im- 
proving community conditions. Along 
with the service to the individual child 
went the attempt to clear up the situa- 
tion which produced the problem for 
him. In other words, a society hac as 
definite a relationship to the object 
which was threatening the child’s wel- 
fare—whether it was the parent, the 
gang, or certain conditions of society 
itself—as to the child himself. 

As social service programs continue 
over a period of years they tend to be- 
come characterized by their metkods 
more than by their purpose. During 
the last quarter of the nineteenth cen- 
tury the special function of children’s 
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protective societies was acknowledged by 
many states through legislation which 
zave them police powers and special re- 
sponsibilities to protect children from 
predicaments which were considered to 
be detrimental to their welfare. This 
has resulted in much misinterpretation 
and in overemphasis in what was in- 
tended to be an enabling act—the dele- 
gation of society’s acknowledged re- 
sponsibility to protect. 

Because of this delegated authority, 
children’s protective societies are still 
regarded by many as primarily au- 
thoritative, and their chief function is 
thought to be the use of this authority 
to wam or threaten or to bring into 
court parents who fail to respond 
promptly to their advice. This opin- 
ion is based upon the false assumption 
that social-legal techniques are the spe- 
cial and only contributions which a pro- 
tective agency offers. 


STATUS OF PROTECTIVE SOCIETIES 


In an attempt to find out the actual 
status of these protective societies in 
1940, a questionnaire was sent, through 
the courtesy of the American Humane 
Association, to its members who were 
known to be working with children. The 
directory of the Association lists 47 so- 
cieties of this type active in 1939. More 
than half replied to the questionnaire, 
including all but a few of any appreci- 
able size. Several dual societies—those 
working in behalf of both children and 
animals—also responded, making a total 
of 43 replies from 16 states, including 10 
from New York, 7 from Ohio, 5 from 
Pennsylvania, and others in New Hamp- 
shire, Massachusetts, Rhode Island, 
Connecticut, New Jersey, Delaware, 
Maryland, Michigan, Illinois, Wisconsin, 
Montana, Utah, and Texas. 

In reporting the findings the dual so- 
cieties have been eliminated unless they 
have separate departments and personnel 
for the children’s work. Of the 43 child 
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protective societies, 8 reported having 
withdrawn from the children’s field. Of 
the remaining 35, 1 reported work with 
only 12 children during 1939; another 
reported 1,000 children served with a 
budget of $300, and 4 gave no figures. 
This left 29 agencies which spent jn 
1929 a total of $1,759,927 in work for 
children, and in 1939 a total of $1,- 
672,641. No complete figures were 
available for volume of work in 1929, 
but in 1939 these 29 agencies served 
77,967 children from 25,902 families. 
The replies to the questionnaire clearly 
indicate that the purpose of the Society 
for Prevention of Cruelty to Children 
remains constant—the protection of chil- 
dren from neglect and the prevention of 
neglect. 

It is interesting to note, however, how 
much the programs have been adjusted 
to respond to new needs. The present 
problems to which the agencies have ad- 
justed their programs may be roughly 
divided into two groups. The first re- 
volves around the child in his own home 
relationships, and the second relates to 
those difficulties which are caused by his 
relationship to persons or conditions out- 
side his family. In addition to parental 
neglect the first group includes more 
subtle, deeply rooted problems such as 
the emotional rejection of a child by a 
parent; the harm which comes to him 
from constant quarreling of the parents, 
or from other demoralizing influences. 
The second type ranges from illegal em- 
ployment and exploitation by individuals 
or commercialized interests to problems 
in connection with child labor in sum- 
mer farm camps? and trespassing on 
railroad properties.? 

Emergency service available at all 


1 Factories in the Field Lure the Barefoot 
Boy, N. Y. Child Labor Committee, June 
1940, 

2 Boys and Railroads, Buffalo, N. Y., Chil- 
dren’s Aid & S. P. C. C., Buffalo, N. Y., April 
1940, 


£ 


A Decane or CLD PROTECTION 


times with shelter care either in an 
institution or in family homes appears 
to be a responsibility quite generally un- 
dertaken by the protective agencies. 
Seventeen of the twenty-nine agencies 
definitely reported this type of care as 
part of their program, and it is probable 
that others maintain the program but 
did not report it. 

The reports showed a general accep- 
tance of responsibility for participation 
in the program for the prevention of 
juvenile delinquency, together with the 
recognition of the frequency with which 
neglect breeds delinquency. 

The figures brought out the fect that 
the_ financial support of these agencies 
has been well maintained during the de- 
pression years, considering the extent to 
which family relief and child care func- 
tions have been taken over by public 
departments of welfare. Many pro- 
tective agencies still maintain child 
placing departments and other special 
services to augment their protective pro- 
grams, 

Methods have changed with the 
times, and alert agencies have taken 
advantage of new knowledge applicable 
to their field. Many have changed from 
outmoded congregate forms of shelter 
care to new forms and have built small 
units of fireproof buildings with sepa- 
rate rooms and adequate play facilities, 
and have engaged personnel trained in 
modern methods of child guidance. 
There has been increasing use af foster 
family homes for emergency and tem- 
porary care. Recent developments in 
the medical field have been taken over, 
including the use of psychiatric service. 
New forms of transportation have been 
furnished to render prompt service. 
Progressive agencies have not waited to 
have improvements forced upon them 
by law or by public opinion; they have 
preferred to assume a leadership role, 
seeking out new ideas and services 
which have been proved valuable, 
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Some have decided to do only that share 
of the work which they can afford to do 
well, which has resulted in a redefinition 
of function in relation to what other 
organizations can assume. 


Use or Cask Work METHODS 


The most important change seen in 
this study reflects the adaptation of the 
social case work approach and methods 
to this field. Nineteen of the twenty- 
nine agencies reporting state that they 
use “case work” methods; another is 
about to embark upon a case work pro- 
gram. Since “case work” has become a 
term which connotes professional train- 
ing, it is interesting to find that fitteen 
of the nineteen claiming to do case work 
secure personnel from schools of social 
work. Others make statements which 
acknowledge the values of professional 
training by saying, “Over half of my 
staff have taken courses in the School 
of Social Work”; “We have had a psy- 
chiatric consultant”; “Ours are ccllege 
graduates with experience in other case 
work agencies but not graduates of 
schools of social work.” 

That there has been a real attempt to” 
bring into this area the values of case 
work is proved by statements in two 
bulletins issued during the last few 
years: Standards for Child Protective 
Organisations, Child Welfare League of 
America, 1937; and Standards for Child 
Protection Societies, American Humane 
Association, September 1939. The 
Child Welfare League document de- 
scribes in considerable detail the need 
for the application of case work to 
specific problems and how case work 
treatment may be adapted to them. 
The other pamphlet refers indirectly to 
the need by emphasizing the importance 
of personnel trained especially in the so- 
cial sciences. 

There is a widespread feeling among 
these agencies that the training which 
students get in professiona} schools of 


156 


social work does not prepare them for 
service in this particuiar field, because 
the historical and philosophical develop- 
ments of the field appear to be ignored 
and there is no awareness created in the 
student’s mind of the need for case work 
in this field, and no interpretation given 
to the role which the trained worker can 
fill, 

During the period in which protective 
agencies have been exploring the possi- 
bilities of case work values within their 
own field, the philosophies and methods 
of case work itself have been changing. 
The protective agencies, therefore, have 
been trying to apply a changing philoso- 
phy to a changing function. Case work 
demands more than ever a profound re- 
spect for the values and possibilities for 
growth which lie within the individual 
personality. This has come about 
largely through the application to this 
field of the findings of psychiatry and 
psychology during the last twenty years. 


It is because feelings and desires buried 
beneath the surface of consciousness deter- 
mine so largely what people do and how 
they co-operate with others that only a 
person who is expert encugh to help these 
feelings to get to the surface can be very 
reliably useful in helping people in dif- 
ficulty. There is now a body of knowledge 
of personality and behavior such that mis- 
takes costly in time and in suffering are no 
longer excusable. The findings of psy- 
chiatry and psychology, medicine, sociol- 
ogy and political science can now be ap- 
plied to human problems in a consulting 
relationship which has been developed in a 
unique way in social case work.® 


DEALING WITH PARENTS 


There may appear to be a conflict of 
ideas between the intention to protect 
children from their parents and the use 
of case work which is based on the right 


2 Bertha C. Reynolds, “Soclal Case Work: 
What is it? What is its Place in the World 
Today?” from Readings in Social Case Work 
1920-38, p. 142. 
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of the parents to self-determination. In 
protective work at one stage, the protec- 
tion of the individual child often denies 
the rights of the individual parent. Any 
attempt to change the patterns of care 
or behavior of the parent may encounter 
little will to change on his part; in fact 
it is often met with marked hostility or 
repression. The use of force or pressure 
effects only temporary results, since 
withdrawal of that pressure is fre- 
quently followed by reversion to the 
original behavior. It has also been 
found that children react to forced 
separation from their parents by run- 
ning away, resistance to the acceptance 
of a new mode of living, and increasing 
determination to return to the original 
family pattern at the earliest opportu- 
nity. Experience has taught that the 
change of the external environment 
means little unless with it comes an 
understanding of and inner response to 
the change, which becomes the accepted 
and eventually a desired part of the liv- 
ing, growing experiences of the indi- 
vidual. 


On the other hand, if the role of au- 
thority is entirely denied by the case 
worker there is little which the parent or 
child can grasp to help him see the need 
for change. Something in between these 
two extremes is needed. So large a pro- 
portion of society has been rendered so 
insecure during the last decade, that family 
life is becoming disintegrated and child- 
parent problems have multiplied. Other 
agencies have met curtailed budgets by 
limiting their functions to specific areas in 
which they choose to work. This in tum 
leaves an increasingly large field for help 
which becomes apparent to the child pro- 
tective agencies. Some communities which 
have made definite pronouncements as to 
what standards of child care should or 
should not be tolerated have delegated re- 
sponsibility for maintaining these standards 
to the protective agencies. Many of the 
people needing help cannot change funda- 
mentally and in these cases the work of 
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the protective society is limited to action 
in loco parentis. There is another group 
which is appropriate and responsive to case 
work treatment, composed of people ca- 
pable of change if offered the right kind of 
help on the level on which they can accept 
it. This group is large and when ap- 
proached with understanding skill and im- 
pressed with the sincerity of the offer to 
help, their desire to change becomes ap- 
parent.‘ 


And “oftentime the protective worker’s 
chief task is to awaken in a family a 
sense of need for change.” © 


THe Worxker’s ROLE 


The personality of the worker must 
be such that he is able to accep: the 
defiance, the fear, the resistance, and 
the childishness which he is bourd to 
encounter when the community propels 
him into family areas uninvited. His 
skills are based upon a true, funda- 
mental belief in the integrity anc the 
self-respect of the client, regardless of 
what may appear to be gross inade- 
quacy, failure, and malfunctioning. 
Not all persons are capable of entering 
into constructive relationships with 
others. An attempt to use case work 
on an intensive basis with these is fu- 
tile. When a parent shows, througa his 
failure to respond to the offer of case 
work treatment, that he is unable to 
reach the standard of child care which 
the community demands through the 
agency, the solution of the child’s prob- 
lem is directed into the area of au-hor- 
ity, with the case worker attempting to 
have the parent see that authority is an 
extension of himself as a part of society. 
Mr. Shipherd writes: 


I do not believe that anywhere else there 
is so genuinely tested what is real in case 
work as in the client relationship that a 


2 


4 Manuel Siegel, manuscript. 

5 Standards for Child Protective Orgcnisa- 
tions (Child Welfare League of America, 
1937), p 12, 
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protective worker is daily expected to 
echieve. The worker comes to recognize 
that because the client is in conflict with 
the authority of society he must encourage 
the client to think of him and of the agency 
2s representing not only society’s concern 
for the proper care of his children but also 
society’s concern for seeing that the client- 
parent has the means of discharging his 
parental responsibilities to these children.’ 


SOCIAL SECURITY SERVICES 


Because of the acceptance by the 
community of responsibility for the pro- 
tection of children, it has been expected 
that actual service of this type would 
be increasingly vested in public depa-t- 
ments. This is borne out by the devel- 
cpment of services to neglected children 
under the Social Security Act, which 
from the beginning included in the 
statement of its purpose the establish- 
ment, extension, and strengthening oł 
child welfare services for the protection 
and care of homeless, dependent, and 
neglected children, and children in dan- 
ger of becoming delinquent. 

A bulletin published by the Child 
Welfare League in April 1940 clearly 
sets forth, on page 16, a description ot 
problems needing protective work and 
the services which the Social Security 
funds may provide to help in their solu- 
tion. 


CONCLUSION 


The role of child protective societies 
has been longer recognized and accepted 
by the general public than has that of 
other agencies. 

Problems of children are becoming 
more difficult because children do not 
fit easily into the growing complexity of 
modern family life. Types of problems 
are changing, their seriousness is in- 
creasing. 


8 T. Merrell Shipherd, Children’s Bureau & 
5. P. C. C. of Onondaga County, Syracuse, 
N, Y. 
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There is need for incorporating into 
child protective programs all available 
forms of assistance. Case work oifers 
values along with contributions from 
the medical, psychiatric, psychological, 
and sociological fields. Case work 
treatment is based on the relationship 
which develops between the social 
worker and the client. This relation- 
ship can be successful only if it be- 
comes an experience througn which the 
client is strengthenec. 

That the program of the child pro- 
tective agencies does not depend en- 
tirely upon the use of legal pressure is 
evidenced by reports from seventeen 
agencies giving percentages of court 
cases in 1929 and in 1939. These fell 
cff from 12 per cent in 1929 to 7.7 per 
cent in 1939. 

Because the training centers have 
been slow to recognize the adaptability 
cf case work skills to this particular 
field, child protective agencies have 
been handicapped in securing well- 
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trained personnel. This has hindered 
the professionalization of the child pro- 
tective field. The application of case 
work to this field therefore is relatively 
new, and much more exploration is 
needed. 

Child protective service must always 
relate itself to local community needs. 
It acts as a voice for children who are 
constantly being affected by varied and 
changing community conditions and the 
selfish interests of organized groups. It 
preserves certain experience-gained in- 
sights and convictions regarding com- 
munity responsibility toward children’s 
rights, and keeps intact methods and 
means through which joint action is 
achieved. 

A review of this field of work indi- 
cates that the need for it is still great, 
the service is important, and it has the 
indorsement of the general public, with 
the backing of leading laymen who con- 
tribute their interest, money, and time 
to its development. 


E. Marguerite Gane is executive secretary of the 
Children’s Aid and Society for Prevention of Cruelty 
to Children, Buffalo, New York; member of the fac- 
ulity of the School of Social Work of the University of 
Buffalo; and social work adviser of the Buffalo Junior 
League; and ts active on various boards and commit- 
tees oj social agencies. She has also served as resident 
worker at the Hale House Setilement, Boston, and as- 
sistant supervisor of the Boston Society for the Care 
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Changing Care of Children Born Out of Wedlock 
By Acnzs K. HANNA 


HANGES during the last decade in 
the care of children born out of 
wedlock reflect changes in social thought 
in regard to the problems of birth out of 
wedlock and the extension of resources 
for social services and assistance for all 
children in need of services or cara. 
That changes in attitudes and thought 
in regard to the needs of unmarried 
mothers and their children have actu- 
ally occurred can be shown in many 
ways. One evidence of such change is 
the advance made in the enactment of 
legislation to safeguard from public 
knowledge the irregular status of these 
children and to authorize public agencies 
to provide services for them. There is 
evidence, also, of more general accept- 
ance of the principle that public assist- 
ance and services should be available to 
all children regardless of the status of 
their birth. Changes are also occurring 
in programs of agencies providing serv- 
ices for unmarried mothers and their 
children. Practices based on principles 
of sound mental health and individual- 
ized treatment are rapidly being ex- 
tended. 


PROTECTION oF BIRTH RECORDS 


The first provisions for protection of 
children born out of wedlock from pub- 
lic knowledge of the status of their birth 
were made just before 1920 by three 
states. California and Massachusetts 
omitted from the list of items tc be in- 
cluded on the birth certificate, the item 
relating to the legitimacy of the child’s 
birth; and Minnesota prohibited dis- 
closure of any facts from the birth cer- 
tificate that would show the illegitimate 
status of a child’s birth, except on court 
order. Although during the 1920’s two 
other states enacted provisions some- 
what similar to those of Minnesota, it 


was not until 1930 that interest in safe- 
guarding birth records of children Dorn 
out of wedlock became general. Much 
of this interest was the result of the 
work of a committee of the vital sta- 
tistics section of the American Public 
Health Association, which in its final re- 
port recommended the omission from the 
birth record of the item relating to 
legitimacy.+ 

During the last few years the values 
of these two methods of preventing oub- 
lic knowledge of a child’s status have 
been much debated. The argument jor 
retaining the legitimacy item on the 
birth record is that there are definite 
values in having available in a state file 
as accurate a picture as possible of the 
social status of every child, if the issu- 
ance of certificates is safeguarded. Fur- 
thermore, there are values in having sta- 
tistical data on birth out of wedlock that 
will assist in social planning for unmar- 
ried mothers and their children. The 
major argument for the elimination of 
this item from the birth record is that 
its presence there stigmatizes the child. 

It is evident that there is need for 
distinction between information recorded 
on the birth record and that made avail- 
able in certifying facts from the record. 
If certified copies or transcripts of a 
child’s birth record are issued to any 
person and for any purpose, the cmis- 
sion of the father’s name from the cer- 
tificate raises a question as to the status 
of the child even when the item on le- 
gitimacy is omitted. The same situation 
results when certificates of age for school 
entrance, work permits, and other pur- 


1 Registration of Births Out of Wedlock, 
American Public Health Association Year 
Book, 1935-36, Supplement to American Jour- 
nal of Public Health, Vol. 26, No. 3 (March 
1936), pp. 250-51. 
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poses show the names of the father and 
the mother as well as zhe name and the 
daze and place of birth of the child. 
Since 1930 five other states have fol- 
lowed the plan of California and Massa- 
chusetts and have om‘tted the item on 
legitimacy from the birth record: New 
York in 1936 and Utah in 1939 by 
statutory provision, and Maryland, Ne- 
braska, and New Hampshire by ruling 
of the state department or board of 
health. The Texas laws of 1937 also 
authorized the omission of this item, but 
this provision was repealed by the laws 
of 1939. Massachusetts and New York 
are the only states of this group that, 
reclizing the need for fuller protection 
than omission of the legitimacy item, 
have made provisions in their laws ior 
safeguarding the issuence of copies of 
birth records. In New York these safe- 
guards are provided for all birth records. 
During this same period, ten states 
including Massachusetts enacted special 
provisions relating to birth records of 
children born out of wedlock. Seven of 
these states ? prohibit inspection of such 
records and issuance of any copies of 
such records except to the person con- 
cerned or his representative, or on court 
order; and three states ° provide that no 
certificate issued shall disclose the status 
of a child’s birth except on court order. 
Probably the most far-reaching result 
of this interest in protecting birth rec- 
ords of children born out of wedlock is 
the growing realization that a complete 
cozy of a birth record is needed only by 
the person immediately concerned or his 
representative, or as documentary evi- 
dence in the courts. For all general so- 
cig] purposes, such as school entrance 
and work permits, it is now rather gen- 
erally recognized that a certificate show- 
ing only the name and the place and 
date of birth of the child is sufficient. 


3 Kansas, Massachusetts, Michigan, North 
Dekota, Oregon, Pennsylvania, and Wisconsin. 
3 Illinois, New Jersey, and West Virginia, 
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Acceptance of this principle as applied 
to al birth records in the New York law 
and in the proposed revision of the Uni- 
forra Vital Statistics Act prepared by the 
Burzau of the Census, would obviate the 
need for special provisions for the pro- 
tect on of records of children born out 
of wedlock. 

Two other significant additions have 
been made to birth registration laws 
during the decade. Changes in birth 
recctds on submission of evidence that 
the child has been legitimated by mar- 
riage of his parents were authorized in 
eighteen states, and special provisions 
relazing to birth records of adopted chil- 
drer were enacted in thirty-one states. 
Although only about half of the children 
whc are adopted are born out of wed- 
lock, there are special values for this 
group in having the child’s new name 
and parental relationships used on all 
birta registration certificates. 


EXTENSION OF PUBLIC SERVICES 


The provisions of the Social Security 
Act authorizing the use of Federal funds 
to azsist the state in establishing, extend- 
ing, and strengthening public child wel- 
fare services, especially in predominantly 
rurel areas, have made possible the 
employment of qualified child welfare 
worxers for services to children in rural 
arezs previously lacking such services. 
Although no data are available as to the 
number of unmarried mothers and their 
children under care in approximately 
five hundred rural counties served by 
workers paid wholly or partially from 
Federal funds, evidence that such serv- 
ice is being given is shown by the re- 
quests received by the Children’s Bu- 
reau from thirty-one state divisions or 
burzaus of child welfare for material on 
problems associated with birth out of 
weclock to be distributed to local work- 
ers. The importance of services to un- 
married mothers living in rural areas 
cannot be overestimated, since approxi- 
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mately 40 per cent of the children of 
white unmarried mothers and 60 per 
cent of those of unmarried mothers of 
other races are found in such areas. 
Furthermore, the assistance given to 
these mothers in arranging for confine- 
ment care can greatly lessen the use of 
undesirable commercial maternity homes 
and assist in the difficult problems faced 
by authorized maternity homes in g v- 
ing wise care to girls from distant places 
who have had no service or advice. 

Another interesting illustration of ex- 
panding services for children born cut 
of wedlock is the increase of the number 
of states in which state or local public 
welfare departments have been given 7e- 
sponsibility to provide services for these 
children. Of the fifteen states whose 
public welfare administration law =u- 
thorizes such service, ten * have added 
this provision since 1930. It is prcb- 
able that the inclusion in the list of 
state responsibilities for children of such 
phrases as “care and protection of cki- 
dren of illegitimate birth,” or “care of 
children . . . especially children placed 
for adoption or of illegitimate birth,” 
found in some of these newer laws was 
the result of acceptance of a definition 
proposed in a model public welfare act. 
Nevertheless, responsibility for serving 
these children is accepted seriously in 
these states by the division of the state 
welfare department concerned with chid 
welfare. 

In discussing state services for cril- 
dren born out of wedlock, two questicns 
might well be raised: What are the sp2- 
cial services needed by these caildren, 
and how are they provided by a stete 
department? Unquestionably, the time 
of greatest need for service is during the 
period preceding and following the birth 
of the child, when plans for his future 
care are being made and his mother 

t Arkansas, Georgia, Kansas, Kentucsy, 


Mississippi, Montana, Nebraska, Oregon, Tan- 
nessee, and Utah. 
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needs assistance in making a sound ad- 
justment to the new situation, which 
will be reflected in her future attitude 
towards the child. Service at this time 
prevents unwise placement of the child 
and the difficulties that result from such 
placement. Service for children born 
out of wedlock, therefore, would seem 
primarily to mean services to -heir 
mothers. 

Since services to unmarried mothers 
must be given as early during pregnarcy 
as possible and must take into considera- 
tion their family relationships, it is obvi- 
ous that effective service can be given 
only by local workers. This has been 
recognized in the statutes of Nebraska, 
New York, and Oregon, by placing re- 
sponsibility for services for children 
born out of wedlock and their mothers 
with local public welfare departments. 
When such responsibility is vested in a 
state agency it has little meaning ualess 
it is interpreted as responsibility for pro- 
moting and developing local services for 
these mothers and their children. 


EXTENT oF SOCIAL SERVICES 


Because of the widely varying na- 
tional and racial backgrounds of the 
people of the United States, there is also 
great variation in the social attitudes 
and pressures met by the unmarried 
mother and her child. In certain groups 
of the population, birth out of wedlock 
or common-law marriage bears little 
stigma, and the child is accepted like 
other children. There is, therefore, less 
conscious need for special services for 
unmarried mothers among such groups. 
It is the mother whose social and family 
position is jeopardized by the status of 
her child’s birth that most often applies 
to an agency for service. 

Except in Minnesota and Wisconsin, 
where the state department of welfare, 
receives notices of birth out of wedlock 
and offers services to all unmarried 
mothers, the extent of use of social serv- 
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ice by these mothers depends upon the 
easy availability of understanding and 
helpful service. That there & wide 
variation in our larger cities in the re- 
sources available for services to unmar- 
ried mothers is clearly shown by data 
made available to the Children’s Bureau 
by cities participating in the project for 
the registration of social statistics. Re- 
ports on this service obtained for 22 
urban areas located in the eest, the 
scuth, and the middle west showed that 
8,468 unmarried mothers had been given 
case work service by 79 public end pri- 
vate agencies during 1939, ard that 
3,465 of these mothers had been ac- 
cepted for service during the year. A 
large part of this service had been given 
by private agencies, as only 11 areas re- 
ported public agency services. 

‘The reports of individual cities showed 
striking differences in the numbe> of un- 
married mothers accepted for service 
during the year. One area heving a 
population of approximately 300,000 ac- 
cepted 115 cases, whereas another hav- 
ing a population of about a milion ac- 
cepted 169 cases. One area of 300,000 
population reported that 24 unmarried 
mothers had been accepted fcr care, 
whereas 669 had been accepted in an- 
other area of comparable size. The 
number accepted by three areas having 
populations of approximately 900,000 
were 517, 376, and 29. 

Great need is evident for extension of 
agency services for urmarried mothers 
in the cities where many of these chil- 
dren are born. Such a development 
car: probably be achieved only -hrough 


5 The last report of the Bureau of zhe Cen- 
sus which shows the areas in which birth out 
of wedlock occurred is for the year 1936. 
During this year 16,441 white chilcren and 
14,020 children of other races were born out 
of wedlock in cities of 10,000 population or 
moze exclusive of such cities in California, 
Massachusetts, and New York. Bir-k, Stih- 
birth, and Infont Mortality Statistics 1936 
(Bureau of the Census, 1938), p. 11. 


acceptance by public agencies of re- 
sporsibility for undertaking part, at 
least, of this service. Regardless of the 
number of agencies offering such serv- 
ices, it is the character of the service 
given that will bring these girls and 
young women to an agency for help. 
Restrictive and regulatory service lack- 
ing flexibility and failing to meet the 
mother’s point of view at least half way 
will never result in an expanding service. 
One of the hopeful indications that 
urben communities are really facing the 
neec for extending and improving their 
services for unmarried mothers is the 
steady increase in the number of cities 
in which special committees, usually a 
committee of the Council of Social Agen- 
cies, have been organized to study the 
situation in the community, the pro- 
cedures and the policies of the agencies 
providing service, and the unmet needs. 
At the present time thirty-three such 
committees are co-operating with the 
Children’s Bureau, which is serving as 
a Clearing house on committee activities 
and the progress that is being made on 
various aspects of the services offered to 
unmarried mothers and their children. 


PUBLIC ASSISTANCE 


One of the most significant develop- 
ments in the welfare of children born 
out of wedlock is the change in attitude 
in regard to providing for their support 
from public funds. The most interest- 
ing illustration of this situation is con- 
cerned with assistance given to depend- 
ent children living in their own homes, 

The first public assistance of this 
type was provided under the mothers’ 
aid laws enacted in all but three states 
during the years 1911 to 1931. Be- 
cause of the importance of demonstrat- 
ing the value of this new form of pub- 
lic assistance, emphasis was placed on 
granting aid to mothers who, if given 
financial assistance, could bring up their 
children to be desirable citizens. In se- 
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lecting families for assistance, the major 
consideration was the desirability of tie 
home and the fitness of the mother. Un- 
fortunately the “fitness” of the motker 
was looked upon in many jurisdictions 
from a moralistic point of view, with tae 
result that unmarried mothers were sel- 
dom accepted for assistance. 

Nationwide data on children aad 
families receiving mothers’ aid were cb- 
tained by the Children’s Bureau in 
1931.6 Thirty-nine states reported >n 
the situation in the families which had 
necessitated this form of aid. Most of 
the sixty thousand families in whith 
children were living with the motker 
alone had lost the support of a fatker 
through death, desertion, divorce, im- 
prisonment, or disability; only fifty-five 
mothers were unmarried, most of whcm 
were living in Michigan and Nebraska, 
whose laws specifically authorized the 
granting of aid to unmarried mothers. 
No cases of unmarried mothers were -e- 
ported by Tennessee, the only other 
state having such a provision. 

Since the passage of the Social Se- 
curity Act authorizing the use of Fed- 
eral funds to assist the states in prov d- 
ing aid for dependent children living 
with a parent or near relative, a less ~e- 
strictive attitude toward granting aid to 
a child living with an unmarried mother 
has developed. The interpretation of 
the Federal law given by the Division 
of Public Assistance of the Social Se- 
curity Board is responsible for much of 
this change in attitude. That tais 
change has been reached gradually is 
evident from data as to the acceptarce 
for aid by the states of children livmg 
with unmarried mothers during the fiszal 
years 1936-37 and 1938-39. 

Data obtained by the Social Secur.ty 
Board showed that 151,500 children 
were accepted for assistance in thirty 
states during an eight-months period in 


6 Motker’s Aid 1931, Children’s Bureau P1b- 
lication No. 220, Washington, 1933, 39 pp. 
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1936-37. Of these children 2 per cent 
were living with an unmarried mother, 
no such children having been reported 
by five states.” During the year 1938— 
39, all the states co-operating with the 
Board had accepted some unmarried 
mothers for aid to dependent children. 
Of the 112,115 families accepted for as- 
sistance, the children of 82,810 families 
were living with the mother alone, and 
10 per cent of the mothers in this group 
were unmarried. These unmarried 
mothers were caring for 12,634 children, 
nearly 5 per cent of all children ac- 
cepted for assistance during the year. 


PoLicres oF ADMINISTRATION 


Impressive as is this general accept- 
ance of the principle that public assist- 
ance should be given to any child in 
need, regardless of the status of his 
birth, there is another problem connected 
with the acceptance of these children 
that shows the need for still more liberal 
thought. This is the requirement made 
by administrative agencies that court 
action to establish paternity and obtain 
support for the child from his father 
must be initiated before a child born 
out of wedlock is accepted for assistance. 
The attitude of the Division of Public 
Assistance of the Social Security Board 
on this subject is shown by the follow- 
ing statement in the previously quoted 
article on “Aid to Dependent Children ”: 


Even in states which do give aid -o il- 
legitimate children, the procedures followed 
are sometimes quite rigid and frequently 
work hardship. For example, in cases of 
both illegitimacy and desertion it is impos- 
sible in some states for a dependent child 
to receive assistance unless the mother 
takes court action against the father. Such 
action frequently closes the door to any 


7Jane M. Hoey and Zilpha C. Franklin, 
“Aid to Dependent Children,” Social Work 
Year Book 1939 (New York: Russell Sage 
Foundation), pp. 28-35. 
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more constructive solution of the family 
sit zation.® 

That pressure is put upon the unmar- 
ried mother asking for aid to dependent 
children to take action to establish the 
paternity of her child is evideat from 
the markedly increased number of pa- 
ternity cases coming before the courts 
during the last few years in certain 
cities. Information recently obtzined by 
the Children’s Bureau from twenty-two 
co-operating committees showed that es- 
tablishment of paternity of children 
born out of wedlock was required in 
three cities by the agency administering 
aid for dependent chifdren in ell cases 
in. which such action could be taken, 
ani in three other cities pressare was 
exerted in some cases. One conmniztee’s 
reply showed that ruling of the state de- 
partment was responsible for th2 policy 
of initiating paternity action, anc an- 
other committee stated that th2 statu- 
tory provisions relating to public charges 
influenced the situation. 

In view of the limited financia: benefit 
accruing to the child from indiscriminate 
initiation of paternity action, there seems 
little justification for forcing an ummar- 
ried mother to go through this dificult 
emotional experience and suffer the un- 
desirable publicity that results fom the 
court procedures required by the laws of 
mest states. The inadequacy of the 
support obtained from. a fathe: whose 
resources are so limitea as to necessitate 

.court order for monthly payment is 
shown by information obtained on the 
support collected for children borr out 
of wedlock in 1935 in three citiss. By 
the end of 1936, 80 per cent of tke white 
fathers and 86 per cent of the Negro 
fathers had fallen behind in their pay- 
ments, nearly half of the fathers being 
in arrears for 50 per cent or more of the 

8 Jane M. Hoey and Zilpha C. Sraaklin, 
“Aid to Dependent Children,” Social Work 


Fecr Book 1939 (New York: Russell Sage 
Foundation), p. 32. 
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amount due. Laws relating to the en- 
jorcement of payments from relatives 
for the support of dependent persons 
have as their purpose to obtain support 
irom persons financially able although 
unwilling to give assistance. Applica- 
tion of such laws to all persons liable for 
support would defeat the social purpose 
of public assistance. 


HEALTH PROBLEMS 


Adverse conditions affecting the health 
of children born out of wedlock have 
been a major concern of persons inter- 
ested in the welfare of these children. 
Lack of prenatal care for the mother, 
inadequate medical care during confine- 
ment, early separation of the child from 
his mother, and indifferent care during 
infancy have been considered the major 
factors influencing the high infant mor- 
tality rate of this group of children. 

Public resources for prenatal care 
have expanded rapidly during the last 
few years in both urban and rural areas. 
The use of prenatal clinics by unmar- 
ried mothers depends largely upon the 
social attitudes of their associates and 
the extent to which these mothers are 
known to public health nursing services 
or social agencies during the early 
months of pregnancy. When helpful, 
conf-dential service is known to be avail- 
able. many unmarried mothers will seek 
assistance. There is some indication 
that as the value of prenatal care Is more 
generally understood, the number of un- 
married mothers using prenatal clinics 
steadily increases. 

The situation in regard to confinement 
care is also changing with increasing 
hospital resources and organized ma- 
ternity care service. Resources for hos- 
pital care in rural areas are limited, but 
medical and nursing care for women 
during confinement is steadily becoming 
more available under new state programs 
for promoting the health of mothers and 
children in rural areas. Data obtained 
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in 1936 as to the place of birth of chil- 
dren born out of wedlock in five cities 
are probably typical of the situation in 
urban areas throughout the country. In 
these cities it was found that 36 per 
cent of the white children and 74 per 
cent of the Negro children were born in 
hospitals or maternity homes, and that 
a large proportion of the mothers who 
were confined in family homes were re- 
ceiving care under a medical and nurs- 
ing service organized for care of women 
confined in their own homes. 


During the early part of the century 


the infant mortality rate among children 
separated from their mothers was ex- 
tremely high, but there is quite general 
agreement that this situation does not 
exist at present. While pediatricians 
agree on the advantages of breast feed- 
ing, it is generally accepted that much 
progress has been made in artificial feed- 
ing. If the feeding given to a child is 
prescribed by a physician experienced in 
the care of children, and if health super- 
vision is given by him with the assist- 
ance of a public health nurse, hazards 
to the physical health of a child result- 
ing from separation from his mother be- 
come a minimum factor. 

In spite of these changes in health 
conditions, reports from city health au- 
thorities still show a higher infant mor- 
tality rate for children born out o? wed- 
lock than for other children. Even 
where health services are available, the 
infant mortality rate in any arez of a 
city is affected by the economic zondi- 
tions and standards of living in that 
area. The infant mortality rate of chil- 
dren of married parents is a composite 
picture of all economic conditions within 
the city, whereas a large proportion of 
the children born out of wedlock who 
remain with their mothers or relatives 
are to be found in areas where insuffi- 
cient income is a hazard to child life. 
Data from one city on the infant mor- 
tality rate in different parts of the city 
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showed that in the eight poorest dis- 
tricts the rate was from 72 per cent to 
111 per cent higher than the rate for the 
entire city. There is need for more 
thorough analysis of the infant mortality 
statistics of children born out of wed- 
lock. 


CHANGING PROGRAMS AND POLICIES 


The changes that have occurred in 
the programs and the policies of social 
agencies providing services to unmarried 
mothers are clearly influenced by in- 
creased knowledge of the forces gov- 
erning human conduct and increased ' 
acceptance of the need for an individu- 
alized approach to each person’s sccial 
and psychological problems. Unmar- 
ried mothers have one common problem 
of planning Zor the care of a child who 
lacks a normal family relationship; but 
they vary infinitely in emotional re- 
sponse to their situation, in their indi- 
vidual social and family relationships, 
and in their willingness or ability to 
provide adequate care for their children. 

As a result of this growing knowledge 
and acceptance, preconceived ideas as to 
whether the mother should or should not 
give up the care of her baby are less 
common. Questions are being raised 
concerning the social value of laws or 
regulations which have as their purpose 
to keep children born out of wedlock 
under the personal care of their mothers 
for a specified period of time. ‘These 
measures were based on the protection 
of children from the health hazards of 
separation from their mothers and on 
their value in furthering the mother’s 
desire to retain the care of her child. 
Affection for her child may not super- 
sede all other emotional drives of the 
mother or bring the willingness to sacri- 
fice them, and if after such a period of 
care she still persists in giving up the 
child, her readjustment is made more 
difficult by 2 deepened sense of guilt. 
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Emphesis is now being placed on the 
importance of the mother’s retaining re- 
sponsibility for her child until she makes 
a sound decision as to keeping him 
permanently. While she is making her 
decision, the child may remain under 
the care of an agency. 

Anoczher significant change in pro- 
grams for unmarried mothers has to do 
with maternity home care. One of the 
earliest provisions for care of unmarried 
mothers was the establishment of these 
special homes supported largely by pri- 
vate contributions. Most of these homes 
were located in cities, and with the 
advent of centralized planning for and 
support of all chariteble organizations, 
maternity home service is gradually be- 
coming an integral part of organized 
services for unmarried mothers rather 
than an isolated service. This is a 
logical development, since this form of 
care is only an interim part of the total 
process of providing services for these 
mothers. 

Within the maternity homes, also, in- 
teresting changes are occurring, due 
largely to the apparent unwillingness of 
unmarried mothers to accept the restric- 
tions imposed by many of these homes 
in the past, which was reflected in de 
creasing requests for care. Many of 
these restrictions are being eliminated, 
and the programs of some homes are 
being extended to include foster home 
care for the mother and child and to 
provide vocational training and construc- 
tive activities that will stimulate new 
interests. 

Progress has also been made in pro- 
tecting the welfare of children of unmar- 
ried mothers placed for adoption. Much 
has been done in popular education of 
prospective adoptive parents, which is 
being reflected in their increasing use of 
social agencies to obtain children for 
adoption. Greater social protection for 
these children has also been provided 
through revision of adoption Jaws and 
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strengthening of services given to these 
children. Since 1930 there has been 
growing realization that protection of 
children who will assume a new family 
relationship through adoption is a re- 
sponsibility of the state. State welfare 
departments are becoming aware that 
the most important protective service 
that can be given to these children is to 
safeguard their placements in adoptive 
homes. The state department can also 
contribute to the welfare of these chil- 
dren through co-operation with the 
courts hearing adoption cases, by ar- 
ranzing for social investigations and ad- 
vising on the desirability of the adop- 
tion. The adoption laws of sixteen 
states authorize such state participation 
in adoption cases, nine of these laws hav- 
ing been enacted since 1930. 

These developments in agency services 
anc procedures have far-reaching effect 
on the welfare of children born out of 
wedlock. 
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Care of Dependent Children 


By HELEN GLENN Tyson 


EARS before the inception of sci- 

entific study of child development, 
it was seen that physical separation of 
a child from his own ‘amily, even when 
readily effected and under circumstances 
in which the new environment seemed 
to offer living conditions much more fa- 
vorable than the old, frequently served 
only to strengthen the child’s passionate 
desire to be with his own people, 
though parental neglect, physical hard- 
ship, or even cruelty might have been 
his unhappy lot. 

In the light of this zrowing awareness 
of the child’s own attitudes and indi- 
vidual needs, it is recognized that if 
the period spent in irstitution or foster 
home is to benefit the child, it must be 
related to his whole life experience. 
Provision for institutional and foster 
home care are thus seen to be comple- 
mentary, with one or the other type 
selected as serving the needs of a ‘par- 
ticular child, while either must be re- 
garded as supplementary to the efforts 
made to preserve the child’s own family 
life. As this philosophy is becoming 
more widely applied, it is found that in 
many instances placement need not be 
made, and that the child who must be 
placed may return home sooner than in 
the past, if effort has been put forth to 
tebuild the home life in his absence. 


THe Motuers’ Am MOVEMENT 


The mothers’ aid movement began 
with the passage of laws in Illinois and 
Missouri in 1911. By August 1935 all 
the states except Georgia, Alabama, and 
South Carolina had such laws.. How- 
ever, most of these laws were permissive 
only, and only a few states supplied 
funds to localities on a matching for- 
mula. 

Because poor relief was held in low 


repute, administration of mothers aid 
was lodged in other, local public 
units, such as the juvenile courts, or 
in appointed boards. In most states, 
administration was entirely local and 
dependent on interest and funds pro- 
vided by each county, with the result 
that there were great inequalities in size 
of grants and coverage for needy fami- 
lies from state to state, and even from 
county to county within the same state. 

By 1933, all but four states included 
as eligible not only the children of wid- 
ows but also those whose fathers were 
absent from home or because of physi- 
cal or mental infirmity were unable to 
support their children. However, even 
states with broad legal provisions ap- 
plied them conservatively. , In New 
York, for example, 87 per cent of the 
mothers receiving aid in 1933 were 
widows.? 

Under the impact of the depression, 
even the limited administration of 
mothers’ aid laws began to break down. 
By 1934 three of the forty-five states 
with mothers’ aid laws were no longer 
paying grants.? The increasing pres- 
sure of need in certain states lowered 
the average grant per family. Long 
waiting lists became longer. It is esti- 
mated that during this period three 
times as many families eligible for 
mothers’ aid were cared for from tem- 
porary funds appropriated for unem- 
ployment relief as were carried on 
mothers’ aid rolls. 

There were signs too, in the early 
years of the depression, of a marked in- 
crease in the number of dependent chil- 


1 Report of State Superviscr, Boards of 
Child Welfare, New York State Department 
of Welfare, 1934 

3 Report on the Social Security Bill, May 
20, 1935, Senate Committee on Finance, p. 17. 
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dren receiving care away from their own 
homes at the very time when local pub- 
lic and private resources were shrinking. 
In Pennsylvania, for example, the num- 
ber of children receiving care away from 
their own homes ® rose sharply (20 per 
cent) from 1930 to 1932, with a grad- 
ual decline to the 1930 level in 1936, 
after Federal and state funds had begun 
to flow into general relief for needy fam- 
ilies. From 1911 to 1935 the popula- 
tion of New York State increased by 
over 40 per cent, but the number of 
children in foster care remained at al- 
most the same figure, i.e., about 47,000. 
“High points in the dependent child 
population were reached in 1914 during 
the economic upheaval at the beginning 
of the World War and in 1932 before 
emergency relief measures became fully 
effective. From 1932 to 1935 the num- 
ber of children decreased slightly more 
than 5 per cent.” * These facts indicate 
that when family income is lacking, de- 
mands for placement of dependert chil- 
dren increase. 

Over the years, mothers’ aid admin- 
istration tested and approved principles 
that had never before been applied in 
the field of public family relief. Early 
leaders in the movement held that it 
must represent a clear break with 
poor-relief psychology, which in admin- 
istering public funds had emphasized 
conservation of tax money rather than 
consideration of family needs. Priaciples 
of family budgeting based on the actual 
needs and resources of the family, which 
had first been developed in private fam- 
ily work, were carried over into this new 
experiment in public aid and today are 
accepted in theory and to some extent 
in practice in the wide field of unem- 


8 Biennial Reports of the Department of 
Welfare, Commonwealth of Pennsylvania, 
Harrisburg. 

«70th Annual Report of the State Board of 
Social Welfare, June 30, 1936 (State 3f New 
York, Albany, 1937), p. 46. 
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ployment relief and aid to dependent 
children. 


Am to DEPENDENT CHILDREN 


The Social Security Act included pro- 

visions for aid to dependent children 
that marked a new epoch in the history 
of public welfare in America. The dis- 
tance the country had traveled in its ac- 
ceptance of the values of family life for 
children is well shown in the change of 
definition of the dependent child. In 
1930, dependent children were defined 
as those who had been received into 
public care or into private care with re- 
imbursement from public funds. The 
Social Security Act defines a dependent 
child as: 
...@ needy child under the age of sixteen, 
or under the age of eighteen if found by 
the state agency to be regularly attending 
school, who has been deprived of parental 
support or care by reason of the death, 
continued absence from the home, or phys- 
ical or mental incapacity of a parent, and 
who is living with his father, mother, 
grandfather, grandmother, brother, sister, 
stepfather, stepmother, stepbrother, step- 
sister, uncle, or aunt, in a place of resi- 
dence maintained by one or more of such 
relatives as his or their own home.’ 


Under the stimulus of Federal grants- 
in-aid, various states have further lib- 
eralized their laws to insure coverage of 
all children living with the near rela- 
tives mentioned in the act. It is pob- 
able, therefore, that the number of 
families receiving aid will continue to 
show a substantial increase for some 
time to come. The peak load of fami- 
lies receiving aid under the mothers’ aid 
laws seems to have been reached in 
1932, when 113,587 families with 289,- 
271 children were on the lists. Under 
aid to dependent children, the number 


5 Social Security Act, Title IV, Sec, 405, p. 
11, 

8 Social Security Bulletin, April 1939, Table 
3, p. 27. 
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had risen by the end of February 1940 to 
315,849 families with 763,753 children in 
the 42 jurisdictions with approved plans." 

The 1939 Amendment to the Social 
Security Act (Title II) provides sur- 
vivors’ benefits. The widow of an in- 
sured worker receives a monthly sum 
equal to three-fourths of the benzit to 
which the worker would have been en- 
titled had he lived, and an amount equal 
to one-half of such benefit is paid for 
each dependent child until -he child 
reaches 16, or 18 if still attending school. 
The maximum monthly payment to a 
widow and children is $85. Thea ulti- 
mate effect of this provision on tke pro- 
gram for aid to dependent chilcren is 
shown in the figures reported bv the 
Social Security Board. 


On July 1 of this year [1938], the 
posted records of employe ea=nirgs re- 
ported for 1937 indicated that the average 
annual wages of these workers come to 
about $900. These findings ccnfirm the 
belief that, for the mass of people, the 
possibility of adequate provision fo: sur- 
vivors through individual savings or insur- 
ance is extremely remote. Furtbermore, in 
approximately 60 per cent of the cases 
where death claims have been paid, the 
wage earner left no estate except bis old 
age insurance claim; in another 14 per cent 
of the total, the estate was less tkan $1,000. 

The great majority of those wko die 
leave families. For example, a study cov- 
ering about 2,000 death payments made in 
behalf of male wage earners during March 
1938, discloses that in about 75 per cent of 
the cases a wife is the beneficiary This 
same study reveals that more than two- 
thirds of the decedents left children and 
that approximately half left more then one 
child. Some of these children ete, no 
doubt. adult and self-supporting; but other 
estimates indicate that pf 100 men who die, 
some 45 have children young enough to be 
considered “dependent.” 8 


T Public Assistance, Social Security Bulletin, 
April 1940, p. 6. 

8 John J. Corson, “Survivors Benefits,” 
Survey Midmonthly, Dez. 1938, p. 372. 
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PRESERVATION OF THE FAMILY 


That the new provisions for survivors’ 
benefits in the compulsory insurance 
program and the system of Federal- 
state aid to dependent children should 
be considered as part of a common pro- 
gram for protection of the family is 
shown in the following statement from 
the report of the Senate Finance Com- 
mittee recommending the amendments 
to the section of the act on Aid to De- 
pendent Children: 


The additional costs of these amend- 
ments for assistance to children is esti- 
mated at about $30,000,000 to $60,000,000 
per year. Some of the additional cost will 
be offset in future years because of the 
widows’ and orphans’ benefits provided un- 
der the insurance plan. In aay case, our 
obligation to provide care for the children 
of today who will be the parents of the 
next generation is one which must be met. 
The amendments recommended to both the 
insurance and the assistance titles are part 
of a common program to promote the se- 
curity of the family and the home.® 


In the light of these provisions for 
conserving family life, it is highly prob- 
able that the number of dependent and 
neglected children requiring care away 
from their own homes will decline. 
While it has long been the aspiration of 
good family and child care agencies to 
prevent the removal of children from 
their own families except for parental 
failure or neglect, poverty itself sets the 
stage for neglect. Very rarely indeed 
does a child from the upper or middle 
eccnomic groups with assured income 
come into the care of a children’s agency 
for placement. ‘ 

The effects of provisions cf public aid 
to all dependent children will be of par- 
ticular interest to students of the prob- 
lems of illegitimacy. Progressive agen- 

®Senate Finance Committee Report, H. R. 
6635, July 7, 1939, 76th Congress, Calendar 
No. 793, Report No. 734. j 
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cies have long maintained that unmar- 
ried mothers capable of giving their 
children good care should be helped in 
every possible way to keep their chil- 
dren with them. It has, however, been 
exceedingly difficult to apply this prin- 
ciple in the absence of means of pro- 
viding some sure source of income to 
these mothers. Economic pressure is 
known to be one of the major factors 
which lead unmarried mothers to re- 
lease their children for adopzion or 
placernent. Such children make up a 
substantial percentage of the number 


receiving care from public and private < 


agencies and institutions.° If the 
number of illegitimate children receiv- 
ing aid and living with their own rela- 
tives shows substantial increase, public 
attitudes toward the child of unmarried 
parents may be greatly modified. 

Recognition that family and child 
care are component elements of the 
same problem is shown in the fact that 
in recent years public welfare depart- 
ments, state and local, have been cre- 
ated or reorganized in a number of 
states with administration of aid to de- 
pendent children and placement and 
supervision of children away from their 
own homes often lodged in the same 
public unit. 

In the early years, administration of 
mothers’ aid was often added to the re- 
sponsibilities of the juvenile court. In 
many places the court was the only 
public unit for child care, and already 
had the power to declare a child “de- 
pendent” and place an order on the 
county for his support. Administration 
of aid to dependent children, set up on 
a state plan by the requirements of the 
Social Security Act, has in ntmerous 

10 Of the children under care of public or 
private agencies in Allegheny County, Pennsyl- 
vania on December 31, 1938, 1,594 (14 per 
cent) were illegitimate. Bureau of Social Re- 
search, Federation of Social Agencies, Pitts- 
burgh, Pa., Census of Dependent Children, 
Dec. 31, 1938, p. 3, 
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instances been transferred from the 
jurisdiction of the courts, poor boards, 
or special boards to local public welfare 
departments. Much discussion is now 
being carried on as to the place of the 
court in the care of dependent chidren 
away from their own homes. On this 
point the 1940 White House Conference 
Report, following the principles set 
down in the 1933 Report of the White 
House Conference on Child Health and 
Protection, recommends: 


It is the function of the juvenile court 
to provide legal action based on social 
study, with a view to social treatment, in 
cases of delinquency requiring court action 
and in cases involving adjudication of cus- 
tody and guardianship or enforcement of 
responsibilities of adults toward children. 
As local public-welfare departments be- 
come equipped for adequate child-welfare 
service, juvenile courts should be relieved 
of cases not coming within these classes.11 


SERVICES TO-DEPENDENT FAMILIES 


It has long been recognized that pro- 
vision of family services at an early 
stage of a family’s difficulties can often 
prevent the breakdown of the home and 
the subsequent need for placement of 
the children. This type of service, 
given to a limited number of families 
by private family agencies, is greatly 
needed in the wide field of aid to de- 
pendent children. 

Housekeeper service, or “substitute 
mothers” for the care of children whose 
mothers are ill or temporarily out of 
the home, was initiated in 1923 and 
1924 by three Jewish welfare agencies, 
two in the family field, one in the chil- 
dren’s field. This method of holding 
the family together through emergencies 
and thus preventing child placement has 
been undertaken by private agencies in 
a dozen large cities, and was adopted in 
some localities, such as New York City, 

11 Children in a Democracy, 1940 White 
House Conference Report, p. 65, 
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by the Work Projects Administra-ion 
as a useful service project for the 2m- 
ployment of women who could be 
trained in household management.1? In 
Pennsylvania, by the summer of 1939 
. about 2,500 women were employed as 
heusekeepers by the Works Progress 
Administration and gave service each 
month to about 3,500 families. 

Another trend in the field of social 
work that has aroused much interest 
during the decade has heen the proposal 
for integration of family and child care 
in the services of a single agency. Pro- 
ponents of the plan believe that such a 
multi-function agency avoids many dif- 
ficulties and time-consuming processes 
in the way of interagency conierences 
and transferral of record material and 
of cases, and relieves interagency ten- 
sions and conflicts.‘* Such an ageacy 
is equipped to offer alternative plans 
to a parent who sees placement of the 
children as the only way out of a diffi- 
culty. 


“Services to Children” of private family 
agencies have been classitied as follows by 
the Family Welfare Association on the ba- 
sis of the 1938 yearly reports of their 
member agencies: . . . Twenty-nine family 
agencies have the responsibility for place- 
ment and supervision in foster homes, 7 
family agencies do the homefinding for 
other agencies, 4 agencies handle adoption, 
9 agencies do intake, consultation or case 
work service for children’s institutions, 
and 2 agencies maintain institutions tbem- 
selves.14 


While this combination of services in 
a single agency is still in its experimen- 
tal stage, it will probably be widely 


12 M. 5. Goodwin, “Housekeeper Service in 
Family Welfare,” National Conference of So- 
cial Work Proceedings, 1933, pp. 279-87. 

18 Lauretta Markus, “A Child Care Pro- 
gram in an Amalgamated Agency,” The Fam- 
ily, March 1940. 

14 Special Services of Private Family Azen- 
cies, Services to Children, Family Welfare 
Association, Dec. 1939. 
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adopted. Progressive children’s agen- 
cies, set up primarily for the purpose of 
child placement, have found that work 
for children can be effective only 
through a complete case work service tc 
children wherever they may be living. 
The Social Study of Pittsburgh specifi- 
cally makes this recommendation for 
the integration of the services of a large 
family agency and two children’s agen- 
cies: 


In the light of modern practice the dis- 
tinction between children’s and family case 
work is mostly artificial. . . . Establish a 
general nonsectarian case work agency for 
Pittsburgh and Allegheny County. The 
functions of the Family Society, Children’s 
Service Bureau and Children’s Aid Society 
should be transferred to this organization.** 


The president of the Child Welfare 
League of America and the executive 
secretary of the Family Welfare Asso- 
ciation of America approved this recom- 
mendation. 


CARE OF CHILDREN AWAY FROM THEIR 
Own Homes 


According to the most reliable estimate 
available in January, 1935 approximately 
250,000 dependent and neglected childrer. 
in the United States were receiving care 
away from their own homes, of ‘whom 
about three-fifths were in institutions anc 
the remainder in foster homes. These chil- 
dren were cared for by approximately 
1,600 institutions and 400 child-placing 
agencies... . 

The general trend of institutional care, 
on the basis of statistics of city areas re- 
porting to the U. S. Children’s Bureau, has 
been downward during the period of the 
depression, though public institutional care 
increased somewhat in 1933 over 1932. 
Foster-home care rapidly expanded to meet 
emergency needs, but in 1933 the trend 
was downward in private agencies, upward 
in public. .. 26 


18 The Social Study of Pittsburgh, 1937, p. 
907. 

16 Social Security Board, Social Security in 
America, 1937, pp. 252-53. 
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There can be no question thet the 
provision of aid to dependent children 
will greatly affect programs for care of 
children away from their own homes. 
Orphans with neither father nor mother 
are a small and diminishing group in 
populations of agencies and institutions, 
and they frequently have close relatives. 
In 1933, of the 250,000 children under 
care away from home, only 22,000 were 
full orphans.17 Under the influence of 
the Social Security Act it is reascnable 
to assume that the practice of maintain- 
ing dependent children with relatives 
will increase, with a corresponding effect 
on the populations of agencies and insti- 
tutions and on the number of children 
available for adoption. 

If the practice of placing and main- 
taining dependent children with near 
relatives is widely adopted, certain es- 
tablished customs will change. Local 
public officials and some private agencies 
have often been unwilling to pay mainte- 
nance for children placed with relatives, 
on the theory, perhaps, that relatives 
should and often do give this care free, 
if they have real affection for the child. 
On the other hand, many instances have 
been discovered during the depression in 
which relatives have shown real concern 
for dependent children, but for financial 
reasons were unable to take them into 
their homes. Children go where <unds 
are provided for their care, whether that 
provision be for family life with their 
own kin, or in the care of institutions 
and agencies. On this point the Social 
Study of Pittsburgh says: 


. .. We find in our local institutions chil- 
dren who still have family ties in such 
numbers that doubts must be raised con- 
cerning the soundness of our existing sys- 
tem of child care. Among 879 children 
discharged from Catholic and Protestant 
institutions in 1933, 513 were sent to pa- 


17 Katharine F. Lenroot, Thirty-fifth Anni- 
versary Meeting, Milbank Memorial Fund, 
New York City, April 2, 1940. 
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rents and relatives. Should they have been 
removed in the first place? Should they 
have been away as long as the average 
duration of institutional care would indi- 
cate? 18 


CLASSIFICATIONS UNIMPORTANT 


Specific labels such as “dependert,” 
“neglected,” or “delinquent,” when ap- 
plied to children in trouble, have only 
relative value. The late C. C. Carstens 
in discussing the proper treatment of de- 
linquent children said: 


Those working with dependent, neglected 
and delinquent children are increasingly 
impressed with the slight differences that 
exist between these different groups. The 
dependent or neglected child might easily 
have been called delinquent if he had been 
caught in certain derelictions. The differ- 
ence in conduct and attitude between the 
garden variety of children and delinquents 
is in many cases so slight that one is led 
to suspect that if the judge did not have a 
definition of* delinquency to fall back on 
he could not always discriminate between 
the two groups.?9 


While it may be that more children 
classified as “dependent” will receive 
care with their own relatives, there are 
also indications that as new areas are 
explored the number of children who 
are clearly “neglected” may prove to be 
larger than figures have shown in the 
past. Resources for child care have al- 
ways been unevenly distributed. Pri- 
vate agencies and institutions are usu- 
ally concentrated in urban areas. Local 
public care for children in rural areas 
has frequently operated under funds so 
restricted by tax limitations that even 
children clearly suffering from neglect 
may be accepted with reluctance or even 
refused by public officials because of the 
cost involved. Also, because of lack of 

18 Social Study of Pittsburgh, Pittsburgh, 
Pa., 1937, p. 193. 

18 C. C. Carstens, “The Proper Treatment 


of Delinquent Children,” Child Welfare 
League of America Bulletin, Oct. 1938, p. 4. 
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local resources, children accepted for 
care aré frequently sent long distances 
from home, with a consequent weaken- 
ing of kinship ties. Such children tend 
to stay much longer under care than 
would be necessary if an agency in their 
own community were working actively 
for the rebuilding of their family life.?° 

Section 521 of the Social Security Act 
provides for Federal-state co-operation 
in meeting these aspects of chilc need. 
During June 1938, reports to the Chil- 
dren’s Bureau showed that mor2 than 
42,000 children were given various types 
of services by social workers whose 
salaries were paid in whole or ir part 
from Federal funds. 


ADMINISTRATIVE STRUCTURE 


The trend today ‘s toward localiza- 
tion of child welfare services in the 
county administrative unit, with super- 
vision and services from the staze de- 
partment of welfare. It is now recog- 
nized that the local unit is neeced in 
order that the child may be placed in 
most instances near his own relatives, 
and also’ to provide the possibility of 
_lay participation’ and interest in child 
welfare activities. Development of local 
child welfare services has already de- 
creased the number of children received 
for direct care by state departmerts. 

Progress has also been made in defin- 
ing and strengthening state supervisory 
services and co-operative relationships 
between state welfare departments, 
county welfare departments, and private 
agencies and institutions for children. 


It is generally agreed that the super- 
vision of private anc local public child- 
welfare agencies and of family homes 
caring for children should be the responsi- 
bility of the division of the state welfare 
department concerned with the weLare of 


2 Joseph L. Zarefsky, “Care to Non-resi- 
dents in Children’s Institutions in Allegheny 
County,” The Federator, March 1939, 
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“children. This makes possible a close co- 


orcination of local public and private serv- 
ices for children, more complete informa- 
tion on the available resources for their 
care and those that are lacking, and a 
unified approach toward the development 
of new services.?4 


Along with the organization of local 
public welfare departments has come an 
increased sense of.responsibility on the 
pact of local public officials for the qual- 
ity of services given to children for 
whose maintenance tax money is paid. 
Discussion is also directed toward de- 
fining working relationships between the 
county unit and the various forms of 
private care given by church groups and 
nonsectarian agencies interested in chil- 
dren, both as to financial responsibility 
and interagency working agreements. 
Payment from local public funds to pri- 
vate agencies or institutions for mainte- 
nance of children, on a per capita per 
diem basis, has long been an accepted 
practice. It was held that this use of 
private resources for the cara of depend- 
ent children meant that they could re- 
ceive care in institutions of their own 
religious faith, while payment of mainte- 
nance only, saved county money in over- 
head expenditures for personnel and in- 
stitutional plants. 

Public officials are now beginning to 
recognize, however, that their responsi- 
bility to children is not discharged by 
simply turning them over to any exist- 
inz private agency or institution and 
pzying the bill. They are beginning to 
inquire what standards of care such pri- 
vete resources maintain, and are at- 
tempting to review periodically the 
ctild’s progress under care and the ques- 
tion of whether at some point the child 
might not benefit more by some other 
type of care or be returned to his own 


21 Kathryn H. Welch, “The Meaning of 
State Supervision in the Social Protection of 
Caildren,” U. S. Children’s Bureau, Pub, No. 
252, pp. 3-4. 
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relatives. On this point the White 
House Conference Report recommends: 


Where public funds are paid to private 
agencies and institutions, they should be 
given only in payment for care of indi- 
vidual children whose admission to service 
has been approved by the public agency 
and who remains its responsibility. Such 
payments should be made on a per capita, 
per diem basis and should cover as nearly 
as possible maintenance costs. If service 
is needed by the family while the child 1s 
in foster care, there should be a definite 
understanding between the public-welfare 
department and the private agency as to 
which is to render such service.*? 


QUALIFIED PERSONNEL 


Along with the rapid growth in public 
child-care programs during the decade 
has come an increased emphasis on the 
need for qualified personnel. 

The Social Security Act as passed in 
1935 provided that in order to receive 
Federal funds for the various services 
set up in the act, including aid to de- 
pendent children, state plans must be 
approved by the Social Security Board. 
With regard to personnel, however, the 
original act contained a restriction which 
made it impossible for the Social Se- 
curity Board to insist on a merit system 
for selection and maintenance of person- 
nel administering state plans. However, 
in the 1939 Amendments, Title IV, Sec. 
402 (a) now reads that a state plan must 


provide such methods of administration 
(including after January 1, 1940, methods 
relating to the establishment and mainte- 
nance of personnel standards on a merit 
basis, except that the Board shall exercise 
no authority with respect to the selection, 
tenure of office and compensation cf any 
individual employed in accordance with 
such methods) as are found by the Board 
to be necessary for the proper and efficient 
operation of the plan. 


22 Children in a Democracy, 1940 White 
House Conference Report, p. 65, 
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Under this amendment, the Board is 
rapidly setting up standards for selec- 
tion of qualified state personnel to ad- 
minister these services. 

Child Welfare Services (Title V, Part 
3, Sec. 521) is administered by the 
United States Children’s Bureau, and 
contains no provision or restriction in 
regard to appointment of perscnnel. 
However, from the time of the passage 
of the act, the United States Children’s 
Bureau has required appointment of 
qualified personnel as part of an ap- 
proved state plan. In these plans, forty 
states and Alaska included provisions 
for training workers in child welfare, in 
recognition of the necessity to include 
development of personnel as part of 
their administrative policy.** 


Foster Homes PREFERRED 


Placement of children in free foster 
homes, often without adequate super- 
vision, seems to be giving way to the 
use of boarding homes, where mainte- 
nance is paid and supervision is main- 
tained. While recent figures are not 
available, the number of children re- 
ceiving foster family care in boarding 
homes rose from 22,281 on December 
31, 1923 to 66,350 on December 31, 
1933, and it is believed that this num- 
ber is constantly increasing. No marked 
change was evident in the number of 
children in institutions during the same 
period.*4* Wider development of foster 
family care again indicates a growing 
public recognition of the need for indi- 
vidual treatment of dependent children. 

In line with this development, pro- 
gressive institutions are rapidly modify- 
ing or changing their programs. It is 
generally conceded that the institution 
does not provide an adequate home 


28 American Association of Social Workers, 
The Compass, May 1940, p. 8. 

24 U, S. Bureau of the Census, Children un- 
der Institutional Care and in Foster Homes, 
1933, 125 pp., 1935. 
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situation and should never be usec for 
long-time care of children. Its possi- 
bilities for use for observation, treat- 
ment, and socialization are becoming 
more fully recognized. Students of child 
development, including psychiatrists, 
pediatricians, and social workers, ere in 
unanimous agreement that infants and 
preschool children thrive best in Zoster 
homes; for the older child, either type 
of care should be available. 


In the earliest relationships, the _nfant 
is totally “related” to adults. As he =nters 
late infancy (the preschool era) he con- 
tinues to look to adults for understanding, 
protection and help. This stresses most 
that the young child needs to feel accepted 
by adults before he feels adequate to make 
edjustments with the group. In the begin- 
ning, he needs to be included and to receive 
love. If this does not occur, he will later 
on find it difficult to return “love,” espe- 
cially to adults who continue to stand in 
the way of his expressing his feelings 
freely.... 

Institutional living is too complex for 
children under six, for it tends to be a 
continuous group experience for them. 
They are much better placed in families 
where adults have understandably major 
impor-ance and are more easily reached 
than they are in group living.*® 


As a result of acceptance of this 
principle of need for personal car2 and 
affection for the young child, it is seen 
that in a rounded program a community 
must offer both institutional and foster 
home care for children. An inst-tution 
necessarily must plan for a fairly aomo- 
genecus group of children and therefore 
must set certain impersonal regulations 
on its intake. A foster home program is 
more or less elastic, and can be more 
readily adapted to the number. ages, 
and types of children requiring care. 
Resources for colored children ace par- 
ticularly meager; in many comn-inities 

26 Oscar B, Markey, “Assets and Liabilities 


in Group Living for Children,” Child Welfare 
League of America Bulletin, March 1940, p. 1. 
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with large Negro populations, institu- 
ticns admit only white children. De- 
velopment of public foster care pro- 
grams is beginning to meet the needs 
of the colored child. 


INCREASE IN SERVICES 


In the past, school laws, poor laws, 
ard public opinion in general defined the 
sixteenth or even the fourteenth birth- 
dey as marking the end of childhood 
and the beginning of the period of self- 
support. Today, the general trend — 
throughout the country, as shown in re- 
visions upward in juvenile court laws, 
school laws, and the recent amendment 
tc the Social Security Act relative to aid 
tc dependent children, is to raise this 
age to eighteen. Recognition of the fact 
that there is no longer need for cheap 
child labor at a time when fathers of 
femilies cannot obtain work, along with 
other factors, has served to keep young 
p2ople in school rather than to bring 
pressure on them to hunt for “dead end” 
jobs in the labor market. For these rea- 
sons, progressive institutions are revamp- 
ing their programs to meet the needs of 
older children. Rigid regulations as to 
age of discharge of children from care 
are being modified. Vocational educa- 
tion and guidance are recognized as a 
specific responsibility of the modern in- 
stitution.?¢ 

In addition, some institutions are re- 
crganizing their programs to serve as 
temporary study homes, where a child 
riay receive special services in the way 
cf medical care, psychological and psy- 
chiatric study, and case work services 
before decision as to type of placement 
is made.?” As institutions thus see re- 
sponsibility for the children under their 


28 A. H. Roberts, “A Challenge to a Re- 
orientation of Services,” Child Welfare League 
of America Bulletin, May 1938. 

27 “Activity in the Field of Children’s In- 
stitutions,” Child Welfare League of America 
Bulletin, Dec. 1933. 
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care as reaching far beyond their walls, 
intake and placement services are de- 
veloped, contacts with the children’s 
relatives are strengthened and main- 
tained, and discharge at an earlier date 
is often effected. Some institutions have 
abandoned their plants and have be- 
come foster home agencies. 

With the development of services for 
crippled children under Title V, Part 2 
of the Social Security Act, foster home 
care for handicapped dependent children 
also offers wide possibilities. The Chil- 
dren’s Mission to Children, Boston, for 
example, has experimented in this field 
for years, and at present has about half 
of the children under care in foster 
homes.,*® 


Day NUESERIES 


Day nurseries may be regarded as one 
type of care for dependent children, in 
that they offer care to children away 
from their own homes which is noz paid 
for by the parents. In early years 
these institutions offered to children only 
shelter and physical care during the 
hours their mothers worked to contzibute 
to the family income. The number de- 
creased from about eight hundred in 
1931 to about seven hundred in 1937. 
This decrease was largely due, no doubt, 
to drying up of work opportunities for 
unskilled married women, to increese in 
funds for family relief, to development 
of aid to dependent children, ard in 
some instances to lack of private funds 
to support this service. In 1932 the 
Federal Emergency Relief Administra- 
tion began to operate Federal nursery 
schools, which continue to operate in 
some places under tke Work Prcjects 
Administration. Two trends in day 
nursery care are important: one, im- 
provement in the quality of care offered 
to children, through the introducticn of 

28 Elizabeth E. Bissell, “Foster Home Care 


for Handicapped Children,” Child Welfare 
League of America Bulletin, Sept. 1938. 
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educational methods developed in the 
nursery school, and social services for 
the children and their families; the 
other, adaptation of the program through 
the introduction of foster day care for 
some children whose mothers are em- 
ployed.” 


ALMSHOUSE CARE 


Almshouse care for children, a sur- 
viving fragment from the days when 
“pauper” children were treated as a class 
apart, is known to be steadily diminish- 
ing, but no recent figures of the number 
of children in almshouses are available. 
The number of children still receiving 
this type of care offers an index of 
progress, in any community, in develop- 
ment of a local child-care program. 
Many communities have long since 
abandoned the use of almshouses for 
child care, but in other places they 
are sometimes used for temporary shel- 
ter for some physically and mentally 
handicapped children or even for care 
of normal children over a period of 
time. 


SUMMARY 


Provision for aid to dependent chil- 
dren and for survivors’ benefits under 
the Social Security Act will maintain 
many thousands of dependent children 
with their own families and relatives. 

Because of these provisions and other 
factors, such as the falling birth rate 
and the check on immigration, the chil- 
dren received for care away from home 
will not increase in number but will 
probably be older and in greater need of 
individual study and treatment. 

Long-term care of children is becom- 
ing widely accepted as a public responsi- 
bility, with emphasis on foster boarding- 
home care. 

Case work service, designed to reveal 

28 Helen Hart, Day Nurseries in a Changing 


World, 56 pp. National Federation of Day 
Nurseries, 1931. 
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each child’s individual needs, is erasing 
categorical lines, such as “dependent,” 
“neglected,” or “delinquent.” Where 
the needs of each child have thus been 
revealed and understood, elasticity in 
program and frequent modification of 
agency and institutional services result. 
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Isolated efforts to care for special 
groups of children are thus becoming 
integrated into community programs to 
meet the needs of all children, with pub- 
lic and private agencies and institutions 
planning their services in relation to the 
whole program. 
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1938. She wes Deputy Secretary of Welfare 1931- 
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Foster Home Care for Children 


By Jesse Tarr 


ITHIN the all-inclusive field of 

child welfare, the relatively small 
area devoted to the placement of chil- 
dren in foster homes becomes increas- 
ingly important to professional work, 
because it is the one area in a wilcerness 
of possibilities and scattered effort where 
there has been a steady growth in tech- 
nical skill based on understanding of 
the meaning and values of so-called child 
placement to parents, child, and foster 
parents. 

To take a child from the home he has 
known and set him down in the midst of 
another family, there to find a place for 
himself if he can, has been viewed 
through the years, despite increasing 
use of rapidly changing psychological 
theory, as a series of necessary but com- 
paratively unrelated events culmirating 
in the child’s arrival in a home where 
hopefully he will remain. Acceptance 
and utilization of the continuity and liv- 
ing character of this removal-placement 
experience, shared by own parent, child, 
worker, agency, and foster parent, con- 
stitute something new in social work 
and in child welfare. 


PSYCHOLOGICAL Basis 


In the Philadelphia area, the past 
decade has witnessed a realization of 
psychological insight in terms of actual, 
day-to-day practice that was not 
dreamed of in 1930. I shall base my 
presentation on this practice, with which 
I have firsthand experience, because I 
believe that it has great significance as 
the high point of achievement for this 
period and the basis for assured progress. 

The viewpoint that underlies this ad- 
vance in practice is not related so much 
to a particular psychology of behavior 
as to a new understanding of growth as 
a living process which can and must be 


utilized psychologically as well as physi- 
ologically in any effort to help human 
beings, particularly children. This bril- 
lant insight was first realized con- 
sciously in therapy with adults by Otto 
Rank, whose single-minded devotior. to 
the welfare of the patient, regardless of 
the classical tenets of psychoanalysis, 
led him not only to a new therapeutic 
method, but to a new theory of helping, 
applicable in any field in which the hu- 
man will is accepted as a potentially 
creative force capable of overcoming and 
even of utilizing for growth the external 
and internal forces with which it must 
struggle. 

It has taken more than ten years for 
this theory and method, first introduced 
to Philadelphia social workers by Dr. 
Rank himself in 1927-28, to eventuate 
in practice that is authentic for the tasks 
which belong to social case work, clearly 
differentiated from therapy as such. 

The Philadelphia Child Guidance 
Clinic, under the leadership of Dr. 
Frederick Allen and Miss Almena Daw- 
ley, has provided the medium through 
which this new understanding of growth 
as a process that may be brought within 
the confines of clinical control has gradu- 
ally been translated into concrete form. 
We have seen unhappy, destructive, 
shut-in, or delinquent children and their 
parents using a few weeks or months of 
contact with a therapist and a social 
worker to grow into a new relation to 
each other and eventually to the re- 
maining social environment. This hes 
happened not sporadically, but with in- 
creasing uniformity through the years. 

To accomplish this result the clinic 
therapists and case workers have acted 

1Otto Rank, Wil Therapy, translated from 


the German by Jessie Taft, New York: A. 
Knopf, 1936. 
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on their belief in the importance of 
choice, of self-initiated movement, of 
struggle, of negative as well as positive 
self-expression, and of continuous sepa- 
ration from the outworn psychological 
past as vital to natural growth. In the 
interest of what Miss Dawley has desig- 
nated “the interrelated movement of 
parent and child,” the organization of 
the clinic provides an artificial medium 
for a concentrated, intensified growth 
process experienced by the child as 
therapy, by the parent as case work, but 
brought together in a final leaving which 
becomes at once a dynamic for better 
social relationships and for increased 
freedom as individuals.? 

To translate this ccnception of growth 
as applied to children in their own 
homes into a comprehension that would 
vitalize and unify the complicated trau- 
matic steps incident to child placement, 
where child and parent go their separate 
ways, perhaps forever, has been the con- 
tribution of Miss Irene Liggett of the 
Children’s Aid Society of Pennsylvania, 
who within the past five years has 
worked out through her staff and agency 
structure a practice that makes of child 
placement a coherent and professional, 
yet aumanly controlled process.® 


PLACEMENT A JoINT UNDERTAKING 
t no time in tae history of child 
placement has the importance of growth 
been overlooked, but until recently it 
has been externally conceived, in his- 


2 Almena Dawley, “The Interrelated Move- 
ment of Parent and Child in Therapy with 
Children,” American Journal of Orthopsychi- 
airy, Vol. IV, No. 4 (Oct. 1939), p. 737; 
Frederick H, Allen, “Participation in Ther- 
apy,” ibid., p. 748. 

8 While Miss Liggett is responsible for the 
insight that translated theory into practice in 
the field of foster home placement, other 
agencies in and near Philadelphia have been 
quick to utilize her pioneering, each in its own 
distinctive fashion, particularly the Children’s 
Bureau and the Juvenile Aid Society of Phila- 
delphia, 
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torical, cultural, medical, therapeutic, 
physiological, or educational terms, with 
little comprehension of the child’s im- 
meciate control over his own develop- 
ment and his capacity to use or refuse 
the well-considered plan of the place- 
ment agency.* 

In addition to the child, there is the 
parent (one or both), not necessarily 
dead or out of the picture, and equally 
organized in relation to the agency 
which he has approached with the in- 
evitable fear, guilt, determination, or 
doubt involved in “putting a child 
away.” 

In the very recent past and in many 
instances in the present, the removal of 
a child from his home has been thought 
of as depending on a decision reached, 
not by parents but by a social agency 
or perhaps by more than one agency. 
after mature deliberation and investiga- 
tion, or perhaps even after prolonged ef- 
forts on the part of a family agency to 
rehabilitate the home. That the parent 
himself must initiate and be responsible 
fcr accepting and actually taking the 
steps in a placement process in order to 
give the agency a sound basis for plac- 
irg the child is a new concept in child 
care, 

In this view the movement toward 
placement starts with the parent who 
applies to an agency for help in making 
a plan for his child. The agency enters 
irto an exploratory process with him, so 
that he may move step by step, if this 
is possible at all, into the beginning ex- 
perience of giving his child into care 
and relinquishing to a foster home many 
cf the responsibilities that he has previ- 
ously carried.” The use of the tempo- 
rary boarding home as the testing 

4 Irene Liggett, “Agency and Child in the 
Placement Process,” Journal of Sociay Work 
Process, Vol. I, No. 1 (Nov. 1937), p. 54. 

5 Norma Philbrick, “The Interrelation of 
Parents and Agency in Child Placement,” 
Journal of Social Work Process, Vol. Tt, 
No, 1 (Dec. 1939), p. 17. 
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ground for agency, parent, and child, in 
trying out the beginning actualities of 
foster home placement, constitutes per- 
haps the most brilliant and important 
discovery in the utilization of the prin- 
ciples of growth by the placement 
agency. 

There is no longer any attempt to 
deny the inherent trauma of a toc early 
and forced separation of the child from 
his natural home. No placement agency 
believes that foster home care at its best 
can be more than a substitute for what 
every child craves—his own pezrents, 
even those parents whom we migkt 
classify as undesirable. Nevertheless, 
the new practice rests on the conviction 
that the child’s impulse toward growth 
is so powerful that, other things being 
equal, he will seize upon whatever he 

, can find for his own development. The 
problem of the placement agency is how 
to make it possible for the child himself 
to choose placement, at least to the ex- 
tent that he will utilize instead of re- 
sisting it.® 


PLACEMENT AS GROWTH EXPERIENCE 


To accomplish this end, the. placing 
agency, not unlike the Child Guidance 
Clinic, sets up a structure that allows 
the parent to work through this problem 
of “putting away” with a supervisor, 
while the child is carried by a case 
worker.” Thus parent and child’ to- 
gether, with the help of case work, move 
through a separating experience which, 
however painful, is at least shared, and, 
if not chosen primarily by the child. 
can be accepted by him as somezhing 
his parent finds necessary. The parent, 
unless he gives his child up for adop- 

e Marian R. Gennaria, “Helping the Very 
Young Child to Particlpate in Placement,” 
Journal of Social Work Process, Vol. II, No. 
1 (Dec. 1939), p. 29. 

7 Helen Baum, “Function as the Integrating 
Force in Child Placement,” Journal of Social 
Work: Process, Vol. I, No. 1 (Nov. 1937), p. 
41. 
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tion, usually remains in the picture, but 
his former relation to his child must 
give place to a new pattern, modified 
more or less continuously through the 
years if placement is on a long-time 
basis, but never without its vital part in 
the placement configuration. This proc- 
ess, however painful, can, with the help 
of the agency and its workers, constitute 
development for parent and growth for 
the child. 

There is in this practice an underlying 
assumption about psychological growth 
which should be explicitly stated at this 
point. While the potentiality for growth 
is inherent in the living organism, the 
human being has the power to interfere 
with it by refusing the new or clinging 
to the past. Movement ahead, to be as 
fruitful and developing as it can be for 
a child, must be willed, accepted, or 
chosen in some degree. Otherwise, zhe 
natural growth process can be distorted, 
repressed, or refused in manifold ways, 
with a stubborn strength that is hardly 
credible. Even a baby in arms can re- 
fuse to be nourished by a situation 
which for some reason he does not or 
cannot accept; witness the problem of 
own parents with the baby whose will is 
negatively engaged. 

With this conception of growth, and 
the admitted necessity of engaging the 
will of the child in any plan made for 
him, it is evident that no agency can 
psychologically place a child who re- 
fuses to be placed, even though he re- 
mains in a foster home physically. It is 
therefore essential for an agency that 
acts on this comprehension to do what- 
ever it does with the child’s participa- 
tion. If, after every effort has been 
made to give him his full responsibility 
for and share in placement, he is un- 
able to use a foster home constructively, 
the agency must have the courage to 
give up the struggle and refuse to be re- 
sponsible for his continued placement in 
a foster home, 
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For the child, as for the parent, the 
initial experience of fcster hcme cere in 
the temporary home provides a concen- 
trated period for trying out, witk the 
help of the case worxer, many œŒ the 
aspects of this new way of living. The 
worker who has a vital understandiag of 
what her task is at this poinz will stand 
by and under the child as he reacts with 
struggle, pain, fear, temper. or misbe- 
havior to the day-by-day experience of 
foster home, clinics, and agency pro- 
cedures. When this child, backed by 
his parent and sustained by his tsmpo- 
‘rary foster mother and the agency vis- 
itor, finally comes to the point of mov- 
ing into a permanent boarding foster 
home, chosen for him and waiting to re- 
ceive not just any child but thi: par- 
ticular one, he may go with trepidation 
and uncertainty, but he goes alsc with 
an underlying eagerness and anlicipa- 
tion toward something that has t2come 
in part his own undertaking. He noves 
forward through the medium of a proc- 
ess that he has shared actively from the 
start, to the degree that his age and ex- 
perience have permitted.® 


TRAUMATIC ASPECTS 


Not only lay persons bu: many pro- 
fessional social workers as well zre re- 
pelled by what seems to them a too 
spartan procedure that allows th= child 
to face thus openly the stern reality of 
separation from his own hame. This is 
a natural enough reaction, and no worker 
who has gone throuzh the process just 
described will deny that it takes all the 
courage and conviction that she end her 
agency possess. But the fact rsmains 
that the placement situation is essen- 
tially painful, unnatural, and tndesir- 
able. Our problem is how to make of 
unavoidable trauma an opDortunity for 


8 Mary N. Taylor, “The Temporary Home 
as an Integral Part of Adoption Procedure,” 
Journal of Social Work Proces:, Vol. I, No. 1 
(Nov. 1937), p. 67. 
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individual overcoming in terms of psy- 
chological growth. Since no child can 
face separation as a whole, in its full 
emotional value, without being annihi- 
lated, it falls to the child placing agency 
to use its structure and routine to make 
of foster home placement a homely, day- 
by-day procedure, broken up into little 
experiences that the child can grapple 
with, resist, and overcome. 

In such a humanized process, made 
up of bits of daily living that have pur- 
pose and direction which the child can 
comprehend and accept in the little 
without complete refusal or complete ac- 
ceptance of something too large to grasp, 
both child and parent can often find in 
faster home placement, with its continu- 
ing agency responsibility, something that 
does not replace the original home, it is 
true, but nevertheless can create a new 
and bearable living situation secure 
enough to be used as a basis for genuine 
development. 

This entering into placement on the 
part of parent, child, and agency is no 
simple matter in itself, but it constitutes 
only the beginning of long-time, complex 
relationships and responsibilities that 
must be consistently carried over the 
years, until the child either returns to 
his natural guardians, enters the work- 
ing world on his own, or is taken over 
by the foster home so really that at 
adolescence he is already a natural part 
cf the family and the community in 
which he has been brought up. 


A New ViewPoint oN Home Finprne 


For the successful accomplishment of 
its service, the child placement agency 
must depend ultimately on its foster 
homes, both temporary and permanent. 
The finding of such homes constitutes 
another skilled and delicate process, 
which, even when it eventuates in un- 
covering a usable home, is only the 
barest beginning of the understanding, 
the effort, and the patient skill that must 


Foster Home CARE ror CHILDREN 


be expended in maintaining it as an ac- 
tively co-operative foster home through 
the years of its usefulness to children. 
Into this home-finding procedure thet 
has baffled social work from the begin- 
ning because of the uncertainty of the 
agency relation to a foster home ap- 
plicant,® where the need of the client 
seemed no greater than the need of the 
agency, has come like a revelation the 
new clarity and direction that functioral 
case work permits. 

As long as the child is the focus, it is 
not too difficult to conceive of the place- 
ment agency as beginning with the need 
of the child, and trying in every way to 
meet, from the outside, that need as 
seen by the agency.° While this leaves 
out both child and parent as partici- 
pators in the case work process, at least 
they are the center of the plan which 
the agency arrives at in its study of the 
needs to be met. With the foster home 
applicant, however, the need basis is 
obviously confusing and conflicting. 
Every person who comes to an agency 
asking for a child, even though it ke 
only a child to board, has some kind of 
need or needs, related to what he asks 
for, and the board money in itself is 
seldom sufficient to account for his ir- 
terest. There are other forms of boaré- 
ing much more remunerative. The sig- 
nificant fact is that he asks for a child 

9 Alice Laden, “The Prospective Foster Par~ 
ent as Client,” Journal of Social Work Proc- 
ess, Vol. III, No. 1, Dec. 1939. 

10 The “client’s need,” in current case work 
theory, is opposed to the agency function or 
service as the proper focus of case work treat- 
ment or process. The two words “treatment”? 
and “process” contain in themselves the dif- 
ference in the operation of the two views. 
The one operates on, the other with the cli- 
ent. For an exposition of the former, see 
Fern Lowry, Diferential Approach in Case 
Work Treatment, Pamphlet, Family Welfare 
Association of America, 1936; Deborah F. 
Rosenblum, “The Clarification and Meeting of 
the Client’s Needs,” News Letter (Americar. 
Association of Psychiatric Social Workers), 
VoL IV, No. 1. 
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or children, and is seldom deterred even 
when it is proved to him that the board 
barely covers the child’s living in the 
home, and that this is not a gainful oc- 
cupation from any point of view. 
Once the foster home applicant is 
recognized as a person who is seeking to 
have a need satisfied, what is the role 
of the agency committed to the need of 
the child? How far can it make this 
prospective foster parent’s need the 
focus of its activity? It seems clear to 
me that only the function of the agency 
as the focus of any relation into which 
it enters professionally can save the 
situation from complete confusion. The 
needs of the prospective foster parent 
may be as vital and worthy of being 
met as those of the child, but the two 
sets of needs may also conflict. To help 
the foster home applicant in terms of his 
need may be to neglect completely the 
need of the child to be placed with kim. 
Nothing but a definition of function and 
a willingness to stick to it can save the 
placement agency from irreconcilable 
conflict in the basis of its approach to 
home finding and child placing, both of 
which are essential to its operation. 
For functional case work, these two 
activities constitute no problem as far 
as focus is concerned. The processes, 
while inherently difficult, are basically 
alike except for the differences intro- 
duced by the function itself. The 
placement agency is not organized to 
meet the needs of prospective foster par- 
ents, but to place children construc- 
tively. True, it does need homes for its 
children, but it does not need any par- 
ticular home to the point of having to 
accept as foster parent someone whose 
need for a child is such as to defeat the 
very purpose for which it has been cre- 


11 For this point of view see Jessie Taft, 
“The Relation of Function to Process in So- 
cial Case Work,” Journal of Social Work 
Process, Vol. I, No. 1 (Nov. 1937), Introduc- 
tion. 
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ated. The home-finding branch of the 
agency must meet the need of the ap- 
plicant, it is true, or the home would 
never work out; but that need must be 
such as to fit in with the fundamental 
purpose of the agency, and only the ca- 
pacity to keep that purpose constantly 
in view will enable the home tinder to 
steer a path through potential confusion. 

Home finding, too, as an expression of 
case work skill, has come into its own 
with the new understanding of pa-tici- 
pation in a process on the part of ap- 
plicant and case worker, so. that < de- 
cision to use or even to reject an appli- 
cant for children to board becomes in 
the majority of cases a joint result. 
The agency’s needs in the concrete are 
presented step by step as the realities 
against which the applicant can try out 
his particular interests, in a mutual 
testing process which will determine 
whether or not there is a sufficient basis 
for going on together into a workirg re- 
lationship. As the responsibility cf the 
agency for the child must continue for 
the entire period of p-acement, it i3 evi- 
dent that the foster home applicant, as 
well as the agency, has much tkat is 
new and difficult ahead in learning to 
share responsibility for the child with- 
out usurpation on the part of either. 
Only the agency that can keep its func- 
tion constantly alive and sustainec may 
hope to come through with any large 
number of foster homes that suzceed, 
except by chance. 


Tre ROLE or AGENCY IN FUNCTIONAL 
Case Work : 


The casual reader may not realize 
that child placement as thus described 
involves a new conception of the role of 
the agency in relation to the entire task. 
Ten years ago the individual social 
worker was the focus of attention and 
effort—his qualifications, his training, 
his grasp of psychoanalytic or psychi- 
atric concepts, his emotional maturity, 
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even his need for personal therapy as a 
Prerequisite for case work. How were 
youngesters of twenty-one or twenty- 
two to be prepared in knowledge, per- 
sone! development, and professional skill 
to carry the increasing psychological im- 
plications and complexities of social 
service as then conceived, and where 
could enough young people of such high 
qualifications be discovered and re- 
cruited? These were the questions that 
conironted schools of social work in this, 
the era of the psychiatric social worker. 
This emphasis on the individual prac- 
titioner is a natural corollary to the as- 
sumption that the focus of agency prac- 
tice is necessarily in the psychological 
problem presented by or found in the 
cliant who comes asking a particular 
service. Since this problem can in no 
way be predicted or understood before- 
hand, the entire responsibility for the 
development and outcome of the case in 
this view must rest largely with the 
worker who carries it, as he alone is in 
cortact with the client. The agency be- 
cories, as it were, a tool for the worker’s 
use in his handling of the individual 
case. 
The shift which functional case work 
has made from client’s need to agency’s 
service carries with it a new configura- 
tion in which the agency itself is the 
center, a vital organic whole, determin- 
ing its function and sustaining its serv- 
ice through every worker who is identi- 
fied with that service and acts as its 
representative with the client and in the 
community. This implies the presence 
o? supervisors and executives who are 
themselves professionally adequate and 
aale to sustain and develop the service 
of the agency through a vital relation- 
ship with the workers they supervise 
and with the community they serve. 
This new concept of agency as the 
supporting matrix and controlling cen- 
ter of operation, working through de- 
fined structures but with imagination 
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and flexibility, gives to the worker a less 
powerful but more possible spot in 
which to exercise whatever of individual 
skill he possesses. Freedom becomes ex- 
cessive when the idertity of agency s 
lost among staff members working more 
or less as separate individuals. On the 
other hand, where the agency is accepted 
as the greater whole of which the worker 
is only a part, the limitation on indi- 
vidual power and practice is more than 
compensated by freedom to work cre- 
atively within a clearly defined area of 
responsibility. 

Only when agency is thus conceived 
and maintained can child placement, ex- 
tending as it may over many years of 
responsibility for the developmert of a 
child, provide the steady, reliable back- 
ground on which the foster child learns 
to depend despite unavoidable caanges 
in workers and foster homes. 


In CoNCLUSION 


- Three major contributions to social 
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case work stand out as basic to the 
progress that has been made in child 
placement in the Philadelphia area dur- 
ing the decade following 1930. The 
first is a dynamic psychology of the indi- 
vidual which recognizes the creative na- 
ture of will and the conditions under 
which psychological growth takes place. 
The second is a clear understanding of 
professional helping as a process in its 
own right, capable of being understood 
and controlled in the interest of client 
and agency, a process that admits the 
dependence of all such helping on client 
initiative and client participation. And, 
finally, there is a new conception of the 
social agency as an organic whole with 
a clarified function by which the case 
work process is stabilized and directed 
towards a goal valid for client, worker, 
and agency. On this firm yet flexible 
foundation, rooted in the very nature of 
growth, child placement has developed a 
philosophy, an understanding, and a 
practical skill worthy to be called pro- 
fessional. 
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A Decade of Experience in Adoption 


By Ora PENDLETON 


URING the past decade, in the 

field of child adoption there has 
been a trend from the earlier sentimen- 
tal appeal of the childless couple want- 
ing a baby and blindly determined to 
find one at any cost, to a saner consid- 
eration of what is involved in the proc- 
ess, both for the adopting family and 
the child. Also apparent is a more gen- 
eral acceptance of the fact that adoption 
is a social as well as a legal process,? 
and that professional social work has 
something to offer that has value for 
adoptive parents as well as for the child 
and his own parents. 

There is added significance in the 
flood of interest that expresses itself 
through so many channels—magazines, 
newspapers, books, motion pictures, and 
radio. This reflects a changing com- 
munity attitude toward the adopted 
child. Despite the fact that the present 
vogue for adoption brings problems 
which must be met, it does indicate a 
fundamental acceptance of the rightness 
and strength of the family created from 
widely varying strains. It insures a 
welcoming warmth by the community as 
a whole that reacts as an undercurrent 
of support for both child and parents 
in this new relationship. Stories by 
adopting parents,” stories by grown-up 
adopted children, and stories written 
for adopted children * have done much 

1Sophie Van S. Theis, Social Aspects of 
Child Adoption, New York: Child Welfare 
League of America, 1937, 

2 Lee M. and Evelyn C. Brooks, Adventur- 
ing in Adoption, Chapel Hill: University of 
North Carolina Press, 1939 225 pp. Con- 
tains an up-to-date annctated bibliography on 
adoption. 

8 Carol S. Prentice, An Adopted Child 
Looks at Adoption, New York: D. Appleton- 
Century Co., 1940. 222 pp. 

4 Valentina P. Wasson, The Chosen Baby, 
New York: Carrick & Evans, 1939. 


to nurture this feeling. One writer says, 
“Perhaps the popularity of adoption to- 
day, besides reflecting the attitude of 
our present culture toward children, in- 
dicates the kind of society which this 
country is attempting to maintain for 
the coming generation.” © 


CONTROVERSY OVER PROCEDURE 


Throughout the decade there has 
been much concern over the method and 
procedure necessary to make adoption 
safe and right for those vitally involved. 
The controversy has raged between the 
advocates of “free-lance” adoption and 
those who stress the need of professional 
skill and the structure of social agency 
which forms the base for its develop- 
ment and operation. In this contro- 
versy there has been much emotion and 
perhaps an underlying struggle for 
power, insidious because it is veiled in 
an aura of helpfulness and consequently 
is unrecognized.® 

It is hopeful to note, however, that 
the heat of the controversy has some- 
what abated. Less energy is expended 
on argument over who should place chil- 
dren for adoption, and more thought is 
given to how help and prctection can 
be made available and usable for those 
who want and need it. If the emphasis 
remains centered on how this help can 
be given, with all that it involves, the 
controversy will in the course of time 
settle itself. It is important, and this 
writer believes not impossible, that the 
coming decade fuse these diversified in- 
terests and beliefs into a common goal 

53 Mary Frances Smith, “Adoption as the 
Community Sees It,” Journal of Social Work 
Process, Vol. III, No. 1 (Dec. 1939), p. 6. 

3 Irene Liggett, “Some Ways of Creating a 
Sound Adoption Service,” Unpublished paper 


read at Pennsylvania Conference on Social 
Work, Wilkes-Barre, February 1940, 


186 


A DECADE or EXPERIENCE IN ADOPTION 


of helpfulness with a conviction as to 
how this can best be achieved. The 
warmth and spontaneity offered by the 
volunteer adopting agency or individual 
has real value for many people, and 
need not be lost in the endeavor to es- 
tablish the process and structure that 
will make adoption placement as safe 
and sure as possible. 

An examination of the approximate 
number of children and families aifected 
by a permanent and legal change in 
their family relationships will give a val- 
uable perspective from which certain 
conclusions may be inferred—or at least 
offered for consideration. On the basis 
of studies made by the Federal Chil- 
dren’s Bureau as recently as 1938, it 


is estimated that about 16,000 children ` 


are adopted in a single year in the 
United States. The total number of 
children separated from their own fam- 
ilies living in institutions or foster 
homes is approximately 300,000 in a 
single year.’ It is conceivable that the 
proportion of children adopted may in- 
crease. But the disparity in these fig- 
ures brings two important factors into 
sharp relief: First, it is not the relative 
size of the problem that generates such 
intense concern on all sides, but the 
very nature of it because it has a vital 
and personal application to every level 
of our community life, both in the pres- 
ent and for the future; second, the fact 
that 300,000 children need some form 
of parental care each year and only 
16,000 of them find such care in adop- 
tion homes clearly indicates that place- 
ment for adoption is only a small part 
of the total problem of caring for chil- 
dren whose own parents have been un- 
able to offer the needed protection. 

On the surface these two factors may 
seem unrelated to each other, but a 
deeper examination should prove other- 

TRuth Colby, Protection of Children in 


Adoption, New York: Child Welfare League 
of America, 1939, 
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wise. It is undoubtedly true that more 
of this great number of children might 
well have been placed for adoption. It 
is also true that many adoptions have 
not been successful. The solution to 
this dilemma will be valid only if it 
provides a surer, safer future for all 
these children (whether they are 
adopted or whether they need some 
other form of care), as well as for their 
parents and for those who stand ready 
to offer a new parenthood. 

There has emerged in recent years a 
firm conviction that a sound adoption 
program must rest securely in the com- 
munity’s provision for the care of all 
its so-called “dependent children.” 8 
This conviction is not confined to those 
engaged in professional social work, but 
is shared by many people of widely 
varied interests and professions, as well 
as by many adopting parents. If this 
conviction is founded on any reality, it 
means that an adoption program cən- 
tered in an agency providing a general 
placement service offers the needed flex- 
ibility in meeting the real needs of chil- 
dren and adopting parents, and conse- 
quently affords the desired security and 
protection for all concerned. 

' For the sake of clarity this discussion 
will be limited to the adoption of chil- 
dren outside the circle of their family 
relationships, and to placement of the 
very young child, because recent figures 
show that a large percentage of children 
are adopted before their third year.® It 
is generally recognized that the adjust- 
ment is less difficult for both the 
adopting parents and the child when 
the latter is very young. 


THE MOTHER’S DECISION 
“Safeguarding adoption? is a cur- 
rently popular phrase. It frequently 
carries a legal connotation, and it is 
evident that without legal safeguards 


8 Irene Liggett, op. cit. 
® Ruth Colby, op. cit. 
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adoption would offer no protection for 
anyone. But more than a decade of 
experience has shown that safeguards 
must be initiated long before the legal 
process is invoked.*° They really begin 
with the person who first presents the 
problem that may find its solution in 
adoption. This person is usually the 
mother—often unmarried—who seeks 
placement for her baby and help for 
herself in her confusion of conficting 
emotions. 

If the baby has to be cared for away 
from his mother, the problem at this 
point is a general one. of placement. 
Immediate care for this baby is nzeded, 
and experience has shown that foster 
home placement offers him the best me- 
dium for his own growth. But a tem- 
porary placement of her baby also has 
value for the mother herself. Many 
mothers cannot know their real feeling 
about giving up their children ti] they 
have experienced it, at least ir part. 
Temporary care gives the mother an op- 
portunity to live through the experience 
of placement which may or may not re- 
sult in a final and complete separation. 
It offers her time to work through her 
own inner conflict, oè which the baby is 
a part, toward her final decisior. She 
has an opportunity to return to ber own 
milieu, to take up her usual way of life 
which was disrupted by the birth of the 
baby, and to find out for herself whether 
she can or wants to make the saby a 
part of that life. 

The very structure of placement, with 
its division of responsibility between the 
mother and the agency—if this is 
clearly established—gives her support 
in all this. Many issues are involved 
for her as she moves step by step to- 
ward or away from adoption of her 
baby. She and the agency, through its 
case worker, will mset these together." 

10 Sophie Van S. Theis, of. ct. 


11 Norma Philbrick, "The Interre‘ation of 
Parents and Agency in Child Placement,” 
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There are problems of financial support, 
medical care, clothing, visits to the 
baby, and the giving of information es- 
sential to adoption placement—factual 
information which the agency must 
have, and those intangibles forming the 
essence of “background” which are re- 
vealed by the mother in the way she 
meets each problem as it confronts her. 
Out of this placement experience the 
mother can come to a decision which 
seems right for her, which she and the 
agency can trust. 

This temporary placement period is 
not an indefinite one stretching out to- 
ward a vague future, but it is limited to 
a time (usually a few months) upon 
which the mother and the agency 
agree.1* The problem of each mother 
asking placement for her child is dif- 
ferent. It is fair to say, however, 
that each is faced with the dilemma 
of the eventual relationship between 
herself and her child. It is with 
this part of her problem that the 
placement agency is concerned. Many 
mothers are quite clear about severing 
their relationship from the time the 
baby is born—or even before it is born. 
Frequently they are more clear before 
it is born. The birth of the baby may 
bring emotion for which the mother is 
not prepared; she may go through 
changes of feeling, and must have time 
to reach the final stage in knowing what 
she really wants. The fact remains that 
the first step toward adoption depends 
upon the sureness of this feeling—an 
assurance shared by the mother and the 
agency. Adoption is “safe” only if the 
mother achieves enough conviction that 
it is what she really wants to carry the 
process to its conclusion. It is “safe” 
only if she knows what it means to 
place the future welfare of her child in 


Journal of Social Work Process, Vol. IL, No. 
1 (Dec. 1939), p. 17. 

12 Ora Pendleton, “Agency Responsibility in 
Adoption,” The Family, April 1938, 
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other hands, and can abide by ker deci- 
sion to do so; because it is the parent 
who must give the final consent that 
makes the adoption legal and birding. 

No decision can be real unless there 
is freedom of choice, and freedom of 
choice depends upon alternatives which 
the parent can use. The mother may 
find them for herself, or she may turn 
to the agency for help in finding them. 
Adoption cannot be the right solution 
for all mothers, or the safest plan for 
all babies. Much experience has shown 
that other forms of foster care are 
wanted by some parents and needed by 
some children. An agency can build a 
good adoption program only if it is 
equipped with resources to meet the 
needs of those parents and those chil- 
dren for whom adoption is not desirable 
or right—or at least it must recognize 
the necessity for using such resources 
as may be available elsewhere, though 
this is less satisfactory. 


Wuen Basy Is “READY” FOR ADOPTION 


The decision to relinquish he: baby 
for adoption clearly belongs to the 
mother, who reaches it with the help 
and support of the agency. But the 
responsibility for determining whether 
adoption seems the best possible plan 
for the baby, or when he is “ready” for 
adoption, lies with the agency His 
temporary placement in a _ bcarding 
home gives an opportunity to determine 
these matters with some degree of safety 
for the baby. Here he has a chance to 
grow as a baby should grow, with par- 
ents who surround him with affection. 
He takes his part in family liie, re- 
sponding as best he can to all that fam- 
ily life gives and demands. The nature 
of his response forms the basis for an 
understanding of what he really needs. 
His young personality emerges in an at- 
mosphere that is as nearly normal as it 
is possible to make for the baby wao has 
been deprived of his own natural rela- 
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tionships. This deprivation will be 
much more harmful to some babies than 
it is to others. 

Knowledge and understanding of ba- 
bies and very young children must rest 
on experience. It calls for utilization of 
all the skills which have been developed 
in a generation of intense interest in the 
development and growth of children. 
The physician makes his contribution to 
it by his knowledge of the baby’s physi- 
cal development.* The psychologist 
has evolved methods of determining the 
baby’s successive rate of general devel- 
opment.* Both are essential parts of 
the composite experience which is so 
necessary. The foster mother gives all 
her warmth and humanness to help the 
baby develop to his fullest capacity 
through a happy and satisfying rela- 
tionship with her and her family. She 
shares all that she knows of this baby 
with the case worker. 

The worker, too, acquires skill in 
learning to know babies, in learning how 
to relate herself to this very young be- 
ing who cannot express himself in words 
but does express himself in so many 
other ways. She acquires skill in hélp- 
ing him to meet the appalling adjust- 
ment that life has demanded of him." 
Her chief concern is to know this baby 
well enough to have real conviction in 
finding for him a continuing relationship 
that will provide the greatest possible 
happiness and usefulness through his 
growing years and his eventual ma- 
turity. If a child does not find this 
happiness, he cannot give it to those 
who share their lives with him. 


13 R, L. Jenkins, “Adoption Practices and 
the Physician,” Journal American Medical As- 
sociation, CHI, August 11, 1934. 

14 Arnold Gesell, et al., Biographies of Child 
Development, New York. Paul B. Hoeber, 
1939, 

15 Marian R. Gennaria, “Helping the Very 
Young Child to Participate in Placement,” 
Journal of Social Work Process, Vol. ITI, No. 
1 (Dec. 1939), p. 29. 
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As the baby reveals himself as a lit- 
tle person—with all his individual char- 
acteristics—he shows some indication of 
what he can give, and what he will need 
in order to give freely and fully of his 
inner capacity. His future growth de- 
pends on his finding a living relationship 
that will bring him full scope to give 
and to receive. Each baby’s way of re- 
lating himself to the people and the life 
around him is different; and it is just 
this difference that points the way to 
the right selection of a home for him. 
When the agency, through its case 
workers, feels that it has some degree 
af assurance in its understanding of the 
baby, his needs, and his capacities, it 
can move with sureness toward this se- 
lection. If at this point his develop- 
ment and personality so indicate, they 
say he is “ready for adoption.” The 
agency has real knowledge on which to 
base its choice of an adoption home for 
him. The wisdom of its choice of the 
home for this particular baby will de- 
termine his future well-being ard the 
iuture happiness of the parents who 
may adopt him. In the last analysis, 
nome and baby must be satisfying to 
each other. 


PART oF THE TOTAL PROBLEM 


These processes with the mother and 
the baby are not separate and distinct. 
They work simultaneously and ar2 actu- 
ally part of a whole. They are not pre- 
scribed by agency procedure. Agency 
structure has been evolved out of them. 
Experience has taught that the >rocess 
of adoption inevitably begins with the 
parent and the child. Methods for help- 
ing that process have grown, haltingly to 
be sure, but at least with an attitude of 
sincere and searching effort to define 
and evaluate their usefulness. 

There are some children for whom 
adoption does not offer security. Adop- 
tion imposes certain demands in achieve- 
ment and satisfaction, no matter how 
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simple these demands may appear on 
the surface. A child may be too re- 
tarded mentally or physically to meet 
even the simplest requirements. The 
reasons for this retardation may be com- 
plex and varied, but the fact remains. 
Or a child may be so emotionally dis- 
turbed that he can have little to offer 
adopting parents. His future adjust- 
ment is too doubtful. Again, there may 
be a variety of causes rooted in his own 
early experience, in the experiences the 
mother may have suffered, in some seri- 
ous instability in family background. 
The adjustment of some children is so 
precarious that they need the continuing 
support of the agency. A good board- 
ing home, a placement for which the 
agency carries responsibility, will afford 
these children their greatest protection. 

This consideration further supports 
the thesis that adoption is merely a part 
of the total problem of caring for foster 
children. It is absolutely essential to 
have flexibility in providing the kind of 
care needed by each child. This flexi- 
bility and freedom, coupled with re 
sources that meet the individual situa- 
tion, afford the only real protection for 
him. If this premise is thoughtfully 
viewed, it will be clear that it also cre- 
ates the safeguard which adopting par- 
ents really want in their quest of a child 
to make their own. They will not re- 
gazd the placement agency as a “vested 
interest” set up to keep them from find- 
ing the Jonged-for baby, but rather as 
operating in their behalf. They will see 
in it a protection to themselves in 
eventually finding the child who can be 
really theirs in feeling as well as in actual 
presence in their home. 


ADOPTING PARENTS’ ATTITUDES 


Adopting parents come to the agency 
asking for a service. This service cen- 
ters around their desire for a child. It 
is not an easy step to take. It is the 
culmination of much frustration, and is 
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accompanied by all kinds of fear: feaz 
in revealing their own deep disappoint- 
ment; fear of what the agency will ask 
of them; fear of what this strange child 
(if they find him) will bring into their 
lives; and fear that the agency may not 
“give” them a child. 

The first contact of adopting parents 
with the agency can establish a feeling 
of mutual trust, or it can leave them 
more bewildered and fearful than when 
they came. The importance of this first 
contact cannot be overestimated, for it 
sets the tone of future understanding be- 
tween adopting parents and agency. It 
is the basis for “learning to know eaca 
other.” The adopting parents must 
know the agency and how it works and 
why, if they are to feel confidence in its 
integrity when a child is finally offered. 
They must know and trust the agency 
in order to be willing to go through 
the process that is necessary before a 
child can be considered for them. They 
must understand what the process will 
be, and accept it as having value for 
them before they participate in it. 

Most adopting parents share gladly 
and freely in the steps the case worker 
takes to become acquainted with them. 
They will want her to know them, their 
deep desires, ambitions, and interests, 
their home and family life, if they real- 
ize what lies back of this need to know 
and understand. And they are quick to 
realize it if they are met with warmth 
and frankness, with a real appreciaticn 
of what is at stake for them, with con- 
viction on the part of the worker in 
what she is doing. They come to b2- 
lieve that she will use what she learns 
from and about them to help them ‘n 
securing the baby who is “right” for 
them, if at all possible. If the worker 
and the prospective adoption parents go 
through this experience together in a 
way that is helpful and satisfying, they 
will understand why time may elapse be- 
fore a child is available, and will be able 
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to wait for him without too much dis- 
tress. 

It is inevitable that some would-be | 
parents may never find a child. Per- 
haps there is no “right” child for them. 
Perhaps they ask too much of a chilc, 
or have too little in themselves to give. 
Perhaps they are seeking a child in the 
hope of working out a problem of their 
own which they have been unable to 
meet in any other way, thinking a child 
may answer it for them. Sometimes, in 
the course of their contact with the 
agency, they come to realize that they 
do not really want a child. It is com- 
mon knowledge that there are more 
families asking to adopt babies than 
there are babies for adoption at any 
given time, and this fact alone is bound 
to result in disappointment for some. 


Tue AGENCY’s RESPONSIBILITY 


An agency does not “give babies for 
adoption.” It finds adoption homes for 
those babies intrusted to its care wko 
need them. It is important to emphasize 
this because it brings the adoptian 
process into its proper focus. When a 
baby is “ready” for adoption and the 
parent has released him, the agency 
turns to the prospective adoption par- 
ents that it knows, and selects from 
them the family that seems “right” for 
the baby. 

This bringing together of a baby and 
a family is a serious business, and can 
be undertaken responsibly only after the 
agency has had enough experience wizh 
both to feel conviction that each offers 
and can give what the other wants and 
needs. The future lies ahead, with deep 
satisfaction or with real sorrow and 
irustration for both. The actual de- 
cision, of course, rests with the family, 
but the agency is responsible for the 
initial step. It must feel secure in its 
decision that this baby and this family 
can achieve a sense of “belonging to- 
gether” in the relationship which adop- 
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tion creates. Adoption cannot be ‘‘safe” 
for the child or the adopting parents if 
this sense of “belonging” does not grow 
through their years together, because 
this baby will grow up. He will spend 
his growing years with this adopted 
family, and will have many years to re- 
member them after he is grown.? To 
quote, “Whenever a child is adopted, 
parents are adopted too,” 1" and happi- 
ness together depends upon mutual feel- 
ing for each other. 


PRIOR TO ADOPTION 


If the adopting parents’ contact with 
the agency has engendered confidence, 
the period immediately following their 
taking the child into their home will be 
a helpful one. During the time when 
they are still working with the agency 
they will find in the worker somecne to 
whom they can turn to discuss prob- 
lems they do not want to share with 
family or friends, because they are too 
intimately bound up in their relation- 
ship with the child. They may want to 
discuss some of the difficulties he pre- 
sents in the first months; some of their 
fears about him, and perhaps about 
themselves as his parents; how they 
will let him know he is adopted—a ques- 
tion that faces every adopting family, 
and is a source of anxiety to many of 
them. 

The period between the entrance of 
the child into the home and actual legal 
adoption is always fraught with some 
fear that the mother may change her 
mind. But on the other hand, mest 
adopting parents have found it a useful 
period. ‘They have had a chance to 
make the baby “really their own” in 
feeling before they take the step that 
will bind them together irrevocably. To 
quote Carol Prentice, who was herself 
an adopted child and is an adopting 
parent as well: 


16 Carol S. Prentice, of. cit. 
17 Lee M. and Evelyn C. Brooks, of. edt. 
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Time is required for the adopted parents, 
to distinguish between their longing for 
children and their love for this particular 
one. And.above all, time, after the emo- 
tional crisis is past, for reflection upon the 
long-term nature of the responsibility un- 
dertaken.18 


This period before actual adoption 
should help to give adopting parents a 
feeling that the adoption relationship is 
unique; it is different from any other 
relationship between parents and child, 
but it has its own particular joy, its own 
source of pride. It can bring the great- 
est satisfaction only if the inherent 
values are recognized and welcomed.’* 


Tse Lecar Process 


The last step in adoption is the legal 
process that finally changes the parental 
status. After this is completed, the 
legal relationship to own parents is 
severed, and the child is legally a mem- 
ber of his adopted family. They have 
legal responsibility, with all that it en- 
tails. This part of the process must 
comply with the laws of the state in 
which it is instituted. Each state has 
its own adoption law, and each makes its 
own provisions. It is impossible to pre- 
sent the statutes of the different states 
in detail. An excellent summary of 
legal foundations and statutes will be 
found in Adventuring in Adoption, by 
L. M. and E. C. Brooks.?° 

Legal approval by the court is the 
final “safeguard” in adoption, and is so 
designed. It is hoped, however, that 
this presentation has shown that the 
adoption process actually begins long be- 
fore legal procedure is invoked. Court 
action legalizes what has happened and 
safeguards it for the future. But the 
real safeguard for the happiness and 
comfort of adopting parents and the 
adopted child depends upon whole- 


18 Carol S. Prentice, of. ct. 
19 Ora Pendleton, op. cit. 
20 Lee M. and Evelyn C. Brooks, op. cit. 
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hearted participation by the mother, by 
the adoption parents, and by the agency 
which has accepted responsibility for the 
child. 


PRESERVING THE RECORDS 


One further responsibility which the 
agency accepts is that of preserving in- 
formation about the child and his 
family. Any agency undertaking adop- 
tion responsibly will provide for this. 
Pertinent information must be available 
for legal purposes. But in addition to 
this necessity is the fact that iniorma- 
tion may be desired at some future time 
either by the adopting parents or by the 
child who has been adopted. This in- 
formation should be kept for them, and 
they should have access to whatever 
part of it they need. Despite the fact 
that there are people who sincerely dis- 
agree on this point, it is questionable 
whether anyone nas the right to obliter- 
ate all record of the child’s origin. 
Many adopted children could perhaps 
have made a better adult adjustment if 
this need for knowledge about them- 
selves and their own parents had not 
been frustrated. Many may never want 
this information, but they are entitled 
to it if they do want it. The very 
knowledge that it can be made avail- 
able is in itself a reassurance to them. 
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This fundamental need for keeping rec- 
ords is supported by the expressed opin- 
ion of many who have had experience 
either as adopting parents or adopted 
children.?! 


A Continuous Process 


A decade of experience has deepened 
the conviction that adoption is not an 
isolated act. It is a continuous and 
continuing process—an excursion into 
the future. It should be “a soberly 
considered step, not an emotional ‘im- 
pulse’ ” 32 either on the part of those 
desirous of adopting, or those who help 
to fulfill this desire. The very fact that 
adoption is so charged with emotion, 
and that so many future lives will be 
vitally changed by it, indicates the need 
for outside help that is not emotionally 
involved in any phase of it. This 
clearly points to the agency which has 
the structure to give such help to each 
person concerned. It also points to the 
need for agencies to recognize adoption 
as an integral part of the job of placing 
children; as a case work process in its 
real sense, that begins with their first 
contact with parent, child, and adopting 
parents, and does not end until legal 
adoption is consummated. 


21 Carol S. Prentice, op. cit. 
22 Ibid. 
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Understanding Behavior Problems of Children 
By J. P. SHALLOO 


ACH decade of tkis century reveals 

certain characteristics which re- 
flect the dominant orientation of schol- 
ars striving to understand and to ex- 
plain the problems of human conduct 
which they regard as most important. 

Early in this period the advocates of 
a biological interpretation attempted to 
demonstrate the overpowering weight of 
heredity in the emergence of undesirable 
offspring. The decade including the 
first World War was concerned with 
testing and rejecting the biological the- 
sis. The postwar period saw the rise 
of psychoanalysis, which gave ready and 
convincing answers ta problems oi per- 
sonalizy peculiarities and deviations. 
The past ten years have witnessed the 
dissatisfaction with innate and inherent 
psychic mechanisms which withstood 
scientific demonstration behind the 
opaque wall of the unconscious. 

The rise and spread, since 1915, of 
child guidance clinics as an integral and 
highly important phase of the mental 
hygiene movement,’ the increase dur- 
ing tae past ten years in techriques, 
procedures, and tests for educational 
classification and placement, and the 
gradual maturing of psychoanalysis to 
include the influence of the cultural 
milieu upon personality development 
have combined to produce a literature 
of heroic proportions about children’s 
problems and to suggest diagnostic 
methods. 

There appeared in 1930 the first is- 
sue of The American Journal of Ortho- 
psychiatry, which devoted itself to an 
understanding of human behavior. Dur- 
ing the same year appeared Chid De- 


1 George S. Stevenson and Geddes Smith, 
Child Guidance Clinics; A Quarter Century of 
Development (New York. The Common- 
wealth Fund, 1934), p. v. 


velopment, a journal concerned with ex- 
ploring the whole realm of childhood. 
Increasingly the literature of psychology 
anc sociology has included researches 
into children’s problems, and clinical 
psychologists have elaborated and tested 
innumerable ways and means of under- 
standing the nature and the bases of 
conduct disorders. The past ten years 
have seen the refinement and applica- 
tion of play techniques, which probably 
have opened greater vistas for learning 
the problems of children’s emotional 
lives than any other single procedure. 


A BROADER CONCEPTION 


Unmistakably the trend of the past 
ten years has been away from a psycho- 
genetic explanation toward a broader 
total-personality, total-situation ap- 
proach with a genetic-dynamic empha- 
sis, which gives evidence of realizing at 
long last that the child’s world is a 
world of persons, and more especially 
of parents, brothers, sisters, teachers, 
and others who represent symbols of 
tolerance or intolerance, love or hate, 
expression or repression. Psychiatric 
clinics for children have at last under- 
stcod that problem children do not de- 
velop in vacuo, but emerge from, 
through, and by means of relational 
constellations, and that the life expe- 
rience of the child is always in terms 
of persons, real or imaginary, who af- 
fect, influence, direct, and contribute to 
the emotional content of the child.? 


2? Percival M. Symonds, The Psychology of 
Parent-Child Relationships (New York. D. 
Appleton-Century Company, 1939), passim. 
See also Florence Clothier, “The Social De- 
velopment of the Young Child,” Child De- 
velapment, 9: 285-291, Sept. 1938. Dr. 
Clothier makes this pertinent observation: 
“The child, as he grows up, repeats over 
and over in his relationship to people the 
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This broader conception of child ' 


analysis has put the study and diagnosis 
upon a more realistic basis than reliance 
upon inferential drives and complexes, 
too frequently formulated as hypotheses 
and abstracted in diagnosis as estab- 
lished data. 

If the period 1930-40 were to be 
characterized, then certainly the transi- 
tion from the mystic and vague pro- 
nouncements of confused and confusing, 
puzzled and puzzling, formal psycho- 
analysts to a broader and more intelli- 
gible synthesis of demonstrable clinical 
experimentation by psychoanalytically 
informed psychiatrists and psychologists 
would be a large part of the character- 
ization. 

We are not specifically concerned 
here with educational devices such as 
personality inventories. temperament, 
intelligence or aptitude tests, or special 
tests for retardation, speech difficulties, 
or reading deficiencies, even granting 
that some of these may reveal conflict 
‘bases. Most of these procedures in the 
field of education, progressive and other- 
wise, are largely administrative and 
have relatively little value for anyone 
interested in establishing basic causative 
patterns for conduct problems, although 
the nature of the problem may be indi- 
cated.” 


A RELATIONAL EMPHASIS 


The emphasis at the present time is 
strictly relational; that is, the child per- 
sonality, assuming biological narmality 
for age, is an emergent which exhibits 
through aggressiveness, timidity, seclu- 
siveness, explosive temper tantrums, 
truancy, delinquency, or rigid conform- 
ity, the effects and influences of parents, 


patterns he has worked out as a solution to 
his conflicts at home” (p. 286). 

3 For a survey of personality tests in use in 
elghty-seven psychological clinics reported by 
a committee of the Clinical Sectior of the 
American Psychological Association, see The 
Psychological Clinic, Vol. 23, JanJune 1935. 
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teachers, and other persons. To the de- 
gree that parents, teachers, and other 
persons are mature and adequate in 
their relationships with children, the 
personality will exhibit few of the char- 
acteristics now regarded as indicative 
of a problem child. 

Minna Field reports that among the 
conclusions she reached in a study of 
maternal attitudes in relation to chil- 
dren’s behavior disorders was the fact 
that the childhood of the mothers of 
these problem children was unhappy 
and unsatisfying on the whole, and that 
marital adjustment in the majority of 
cases was poor because the mother and 
father were immature and inadequate 
individuals.* 

There can be little doubt that the 
young child reflects the personality dis- 
organization and conflict patterns of 
parents and teachers. Sarah R. Kel- 
man reports that “those of us who 
handle behavior problems in children 

. can often trace the unruliness of 
a child to her mother’s sexual frustra- 
tion.” * To put it bluntly, problem chil- 
dren have problem parents. Problem 
parents are the reflections of the com- 
munity’s lack of established and ac- 
cepted moral and social norms. This 
absence of standards and criteria of an 
accepted and self-enforcing social mo- 
rality is a concomitant of the dynamic 
and changing society of the present 
time. 

Recognizing the importance of the 
child’s relationships to adults, par- 
ticularly parents, modern psychiatric 
diagnosis and treatment of conduct dis- 
orders have become increasingly inter- 
ested in the parents. Some reports refer 


4 Minna Field, “Maternal Attitudes Found 
in Twenty-five Cases of Children with Pri- 
mary Behavior Disorders,” The American 
Journal of Orthopsychiatry, 10: 293-311, April 
1940. 1 
6 “Psychiatry and Birth Control,” Ameri- 
can Journal of Psychiatry, 94. 328, Sept. 
1937. 
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to the need to diagnose and treat par- 
ents rather than the chi:d* 


Projective METHODS 


If the thesis has been correct thus 
far, that the past decade has witnessed 
a shift in emphasis from psychically de- 
termined conduct deviations to a wider 
view of the influence of interpersonal 
relationships of children for an under- 
standing of personality problems, an at- 
tempt will be made to describe the 
methods now being used by child guid- 
ance and psychiatric clinics in their ef- 
forts to discover the roots of children’s 
problems. We may refer to a number 
of procedures under the general heading 
of projective methods. A word should 
be added here to the effect that methods 
of understanding personality problems 
may have therapeutic value in them- 
selves, and that no sharp line can be 
drawn tetween diagnosis and therapy. 


Play analysis 

The fundamental assumption under- 
lying modern guidance and diagnostic 
procedure implies that the emotional life 
and reaction of the child is crucial for 
understanding his problems. Since 
many small children cannot verbalize 
their conflicts or feelings of emotional 
insecurity, dramatic techniques, or play 
analyses, have been developed. Pioneer 
work in this field has been done by 
Melanie Klein in London and Anna 
Freud in Vienna. While no standard 
technique has been developed in the 
United States,’ nevertheless much valu- 
able experimental work has been done 
by American clinicians. 

Frequently in young children their 
conflicts and emotional distress cannot 


§ Helen Leland Witmer, Psychiatric Clinics 
for Children (New York: The Commonwealta 
Fund, 1940), pp. 346-49. 

T Margaret E Fries, “Play Techniques in 
the Analysis of Young Chilcren,” The Psycho- 
analytic Review, 24: 233-45, July 1937. 
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be told in the interview, but they can 
be released in their play activities. 
Under the eye of a skilled play analyst 
the meaning of the child’s activity be- 
comes Clear, The nature and frequently 
the cause of conduct problems are re- 
vealed in the type of play in which the 
child engages. It is interesting to note 
that, at least in one study, intelligence 
appeared to have no close relationship 
to the number of conflicts, and that the 
nationality extraction made no differ- 
ence in the number of conflicts.® 

Melanie ‘Klein makes the following 
observation with respect to play tech- 
niques: 


Play analyses show that when the child’s 
aggressive instincts and its anxiety are 
very strong, it never tires of tearing and 
cutting up, breaking. wetting, and burning 
all sorts of things such as paper, matches, 
boxes, small toys, which represent its par- 
ents, brothers and sisters, and its mother’s 
body and breasts, and we also find that 
this passion for destruction alternates with 
severe anxiety.® 


Reviewing Margaret Lowenfeld’s 
book, Play in Childhood, Helen 
Sheehan-Dare makes the statement: 


If Dr. Lowenfeld’s suggestion (barely 
yet a claim or a contention) that “the 
forces of destruction, aggression and hos- 
tile emotion, which form so powerful an 
elemeat for good or evil in human charac- 
ter, can display themselves fully in the 
play of childhood and become through thts 
expression [reviewers italics] integrated 
into the controlled and conscious person- 
ality’ (p. 324) could be substantiated, 
this should rank as one of the greatest dis- 
coveries of the age,?° 


Susan Isaacs, who certainly has con- 


8 Merrill and Louise Roff, “An Analysis of 
the Varlance of Conflict Behavior in Pze- 
Schoo] Children,” Child Development, 11: 
43-60, March 1940, 

“Cm Criminality,” The British: Journal of 
Medical Psychology, 14: 313 (1934). 

10 Tke British Journal of Medical Psychol- 
ogy, 15: 336 (1936), 
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tributed much to understanding chil- 
dren’s problems and to developing 
methods in this field, makes the fol- 
lowing comment in her review of Ruth 
Griffith’s volume, Imagination in Early 
Childhood and Its Function in Mental 
Development: 


Experience in the play groups of child 
guidance clinics has amply shown that free 
play in a friendly atmosphere, even with- 
out any interpretation, will do much for 
many frightened or inhibited children. 


Both spontaneous and directed play 
have provided analysts and clinicians 
with clues to the emotional difficulties 
of children. The use of depth psychol- 
ogy as a probe for uncovering conflict 
and hostility has been unusually suc- 
cessful in indicating the relational char- 
acter of causation. M. Rambert is re- 
ported to have had considerable success 
with the Punch and Judy Show: 


Practically all psychoanalytic workers 
with children use games as a meens of 
study. The author thought of the theat- 
rical play. He has found it useful for both 
boys and girls up to 13-14 years. His 
family of players are men and women, 
children and symbolic persons. The child 
invents the story and makes the puppets 
move at will. The method is a rapid one 
and puts the analyst immediately in face 
of the child’s conflicts. The story needs 
interpretation. Transference is specially 
accelerated. Puppets can do things pro- 
hibited to the child without evoking ideas 
of wrong. Sadism comes out by this 
method with striking ease. The cathartic 
action of the play is augmented by the 
gestures of the child and the emotion that 
accompanies them. The puppet game is a 
method well adapted to the nature cf the 
child, to its language and thoughts.1? 


Not only in the study of children’s 
emotional problems but also in the 


11 Susan Isaacs, The Britisk Journal of 
Medical Psychology, 15° 323 (1936). 

12 The Psychoanalytic Review, 25: 511 
(1938). 
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search for clues to marital discord, 
psycho-drama has recently been re- 
ported as a successful method in dis- 
covering fundamental causes of marital 
conflicts and tensions. 


Stories and drawings 


One of the most important contribu- 
tions to the development of play analy- 
sis in this country has been the experi- 
mental work of the New York State 
Psychiatric Institute and Hospital, 
which has been reported upon in con- 
siderable detail by Dr. J. Louise Des- 
pert.1® Five related approaches to dis- , 
covering the basic roots of children’s 
problems are described and analyzed. 
All five means of learning the nature 
and the causes of the behavior problem 
emphasize the importance of the chi-d’s 
phantasy. In other words, what the 
child is thinking about is very likely to 
be expressed in his motor activity. Thus 
stories, using a knife under certain defi- 
nite conditions, drawings, free nən- 
supervised play or collective phantasy, 
and the use of playroom materials, indi- 
cate the experimental character of he 
work carried on by Dr. Despert and ser 
associates: 


Any method which permits the uncover- 
ing of his deeper motivation will enable the 
child to understand his actions, understand- 
ing being taken here to mean more than 
intellectual apprehension. The story is one 
such method, and its judicious use can 
yield valuable information.... The 
“story” approach is most valuable when 
complete freedom of subject matter is left 
to the child, but it is also of value when a 
popular subject is used instead... . The 
story can be used as a means not only of 
resolving a difficult emotional situation, but 
also of checking on the development of the 
problem while under treatment.?¢ 


Using the popular story as a diag- 


18 Emotional Problems in Children, Utica, 
N. Y.: State Hospitals Press, 1938. 
14 Ibid., p. 26. 
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nostic technique, the clinician is im- 
pressed by the changes and distortions 
which the child introduces unknowingly, 
and it is these distortions of the orig- 
inal story that are related to the under- 
lying emotional conflict of the child.** 
Further, these distortions, which are 
verbalizations of phantasies, afford 


a release of tension; besides, as he ver- 
balizes, the child is spontaneously im- 
pressed by certain analogies between his 
hero and himself and this can be further 
accentuated by pointed and timely ques- 
tions or comments. This enables the child 
to get some insight into his deeper motiva- 
tion.16 


In the case of drawings, the young 
child 


makes his spontaneous drawings as he is 
prompted by his inner drives to make 
them. Once they are made, he is satished 
with their appearance. He seldom changes 
anything and if he does, it is in answer to 
a variation in the menta} concert or feeling 
he wishes to express at zhe moment, rather 
than a desire to modify his technical ren- 
dering. . . . The aim with drawing, as with 
any other medium, is to make it possible 
for the child to express and reveal his inner 
mental lite: phantasies, wishes fears, and 
unconscious feelings of aggression, which 
can explain to the physician and to himself 
the deeper motivation of his behavior, his 
neurotic or psychotic symptoms. This, a 
child seldom can do by means cf verbaliza- 
tion.1? 


One of the most important observa- 
tions made by the clinician is the per- 
sistence of a “theme” in the child’s ac- 
tivity. This “theme,” or what might 
be called “activity-emphasis,” continues 
until the problem has‘ been solved and 

18 Emotional Problems in Children, Utica, 
N. Y.: State Hospitals Press, 1938, p. 7. 

16 Ibid., pp. 24-25. 

17 Ibid, pp. 48-49. See also Kenneth E. 
Appel, “Drawings by Children as Aids to Per- 
sonality Studies,” The American Journe: of 
Orthopsychiatry, 1: 129-44, Jan. 1931. 
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the conflict disappears. Despert de- 
scribes this trend as follows: 


There is constantly recurring a theme 
which represents the crystallization of ag- 
gressive trends in a setting peculiar to each 
child, as for example, one child would like 
to injure a man or a younger child accord- 
ing as his hostility is directed toward his 
father or a younger sibling. Often this is 
expressed symbolically, in which case a 
theme recurs of large frightful animals 
whom the child associates by more or less 
devious ways with a feared parent, gen- 
erally the father. It is this constantly re- 
curring theme which offers an opportunity 
to study the underlying emotional con- 
flict.18 


The Rorschach method 


One other projective method remains 
to be considered. Originally its value 
in diagnosing children’s problems was 
not regarded as particularly illuminat- 
ing. More recently, however, psychi- 
atric clinics are discovering further eti- 
ological insights into behavior problems 
of childhood through the experimental 
use of the Rorschach test. According to 
P. E. Vernon, “the Rorschach test is 
not a test at all, but is a psychodiag- 
nostic instrument of the plav-technique 
type.” 19 

Dr. Hermann Rorschach, a Swiss 
psychiatrist, appears to have been the 
first diagnostician to standardize the 
ink-blot procedure for discovering emo- 
tional and mental difficulties. After ten 
years of experimental work he published 
his methods and theories in 1921. He 
died the following year. His work has 
not been translated into English, but his 
influence upon the diagnosing of per- 
sonality problems has reached the pro- 
portions of a vogue in this country dur- 
ing the past five years. An increasing 
volume of experimental work is being 


18 Emotional Problems in Children, p. 34. 

18 “The Significance of the Rorschach Test,” 
The British Journal of Medica! Psychology, 
15: 200 (1935). 
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carried on in clinics, in hospitals, and by 
private practitioners, and recently the 
Rorschach Research Exchange, a quar- 
terly edited by Bruno Klopfer, made its 
appearance under the sponsorship of the 
Rorschach Institute. 

This ink-blot method consists of ten 
blots of various kinds. The patient or 
the problem child is asked to look at 
each of these and to tell what he sees. 
His discoveries and replies are classified 
and interpreted. It is claimed that the 
diagnostician in certain cases has con- 
structed personality pictures of children 
on the basis of these classified reactions 
without having seen the children tested 
and that his diagnosis of the funda- 
mental personality problems was correct. 

Beck explains the Rorschach method 
in the following words: 


The Rorschach technique is primarily 
concerned with probing psychological proc- 
esses, and only incidentally, when at all, 
the social paths into which they are di- 
rected... . But fundamentally, it is the 
makeup, the potentialities, the present psy- 
chic status of the individual that is being 
tested. Ethical values held by the subject 
are not measurable by this instrument *° 


Beck further explains that the Ror- 
schach test responses may be evaluated 
in four ways: 

1. Manner of apperception: Mode of 
attack and manner of assimilation; that 
is, interest in abstract, concrete, near at 
hand, unimportant. 

2. ‘Quality of response: Form, color, 
movement; that is, capacity for creative 
thinking, irritability, sensitivity, sug- 
gestibility, adaptability, and so forth. 

3. Content of response: Human, ani- 
mal, landscape, water, clouds; that is, 
active intellectual functioning including 
high intelligence, organic mental dis- 
order, morbidity, stereotypy, and so 
forth. 


20 Samuel J. Beck, “The Rorschach Test as 
Applied to a Feeble-Minded Group,” Archives 
of Psychology, No. 136 (May 1932), p. 8. 
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4. Degree of originality: that is, abil- 
ity to depart from the obvious, tendency 
to participate in common thinking, and 
so forth.?+ 

Even from such a brief description of 
the Rorschach technique as presented 
here, it may be assumed that such a 
procedure for probing into the emotional 
depths of childhood’s phantasies offers 
practically unlimited possibilities, pro- 
vided, of course, that the child tested is 
old enough to form significant and mean- 
ingful associations. It is obvious that 
very young children may be frightened 
and further inhibited; but for children 
with high associational powers, such an 
analysis might be diagnostically sig- 
nificant. 

Vernon maintains that the Rorschach 
test is more revealing than verbal analy- 
sis in work with children. He further 
claims that “it is pre-eminently a psy- 
chodiagnostic method where art goes 
further than science” and that it “con- 
tains real possibilities in child guidance 
and in vocational guidance of adoles- 
cents.” 2? Probably in the case of 
younger children nothing more than 
general intelligence and emotional in- 
stability could be estimated from their 
responses, and for such children stories 
and drawings might be more revelatory. 


Lowenfeld mosaic test 


The Lowenfeld mosaic test, consisting 
of a large number of pieces of colored 
wood in triangles, squares, and diamonds 
with which the child forms a pattern on 
a white frame, is a play. technique for 
analysis of younger children. The re- 
sulting patterns are found to reveal im- 
portant emotional tendencies of children 
as they amuse themselves with these 
wooden pieces. The same general re- 
sults have been reported from the use of 

21 Summarized from Samuel J. Beck, op. 


cit., pp. 33-38. 
22 P, E. Vernon, op. di., pp. 214, 215. 


200 


toys, dolls, construction projects, and sə 
forth. 

Perhaps sufficient has been said aktout 
projective techniques to indicate tieir 
general purpose, nature, methodology, 
and present status. The ultimate ob- 
jective is to uncover the origin of emo- 
tional discomfort or conflict and to pro- 
vide a groundwork for treatment. 


OTHER METHODS 


A method of analysis somewhat dif- 
ferent and less narrowly circumscribed 
is the component-factor method reparted 
by Carl R. Rogers: 


To understand behavior we must view it 
as the complex result of all these zom- 
ponent factors. Thus, in the method tnder 
consideration, the forces which have oper- 
ated in the child’s experience are grouped 
under eight factors... the hereditary 
factor, narrowly defined; the physical fac- 
tor, which includes some hereditary ele- 
ments as well as later crganic conditions; 
mentality; the influences of the family en- 
vironment; the economic and cultural fac- 
tors; the social factor, defined as tbe in- 
fluence of the companionship group the 
education and training regime outside of 
the home: and finally the child’s own in- 
sight into his present situation, a product 
of past factors, but an influence on future 
adjustment.?® 


This type of methed differs slizhzly 
from the full case history method de- 
veloped by many investigators in this 
field much earlier thar the past decade. 
The reference to “later organic condi- 
tions” such as prolonged illness, pazticu- 
larly pneumonia, whooping cough and 
other oxygen-depriving diseases, hes be- 
come an important clue to personality 
changes during childhood. 

Continuing studies are being made 
of children’s problems by means of 
the electroencephalograph. Seventy-one 

33 Carl R. Rogers, Ths Clinical Treatment 


of the Problem Child (Boston: Houghton 
Mifflin Co., 1939), pp. 40-41. 
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children with three classes of behavior 
problems—(1) impulsive, hyperactive, 
and so forth, (2) bizarre, emotionally 
immature, and (3) school problems, de- 
linquency, home, and so forth—were 
studied at the Emma Pendleton Bradley 
Home at East Providence, Rhode Island, 
by Jasper, Solomon, and Bradley. 
These children were the more intractable 
problems of clinics and private prac- 
tice. Electroencephalographic analysis 
revealed that 71 per cent were abnormal 
in brain potentials and 59 per cent had 
very marked abnormalities. The au- 
thors state: 


It is concluded that abnormal brain 
function as revealed by the electroenceph- 
alogram is an important component in the 
aetiological picture of the majority of a 
group of problem children whose disorder 
has been considered primarily psychogenic 
previous to using this method of diagnosis. 
The nature of the fundamental pathology 
of the brain indicated is not as yet known.3* 


It is interesting to note that 59 per 
cent of the Class III group (school and 
home problems and delinquents) were 
not abnormal according to this method 
of analysis, The number of subjects is 
probably too small to permit any gen- 
eralization at this time as to the impor- 
tance of abnormality in brain potentials, 
but further research in this field will 
undoubtedly be of the greatest interest 
to child psychiatrists, pediatricians, and 
others working with children’s problems. 

Other methods, such as the ego-libido 
method of Marion Kenworthy, the work 
of David M. Levy in sibling rivalry, and 
the studies of Healy and Bronner in de- 
linquency, are well known and need no 
extended description. They are funda- 
mentally psychoanalytic with heavy 
overtones of relational emphases: 


24 Herbert H., Jasper, Philip Solomon, and 
Charles Bradley, “Electroencephalographic 
Analysis of Behavior Problem Children,” 
American Journal of Psychiatry, 95: 657, 
Nov. 1938. 


UNDERSTANDING BEHAVIOR PROBLEMS OF CHILDREN 


“No Best METHOD” 


No method has yet been developed 
that can claim infallibility or supremacy 
for discovering the problems of child- 
hood. Each method contributes to the 
total personality picture. The trend ap- 
pears to be in the direction of integra- 
tion and synthesis, a kind of merging 
eclecticism which will result in a more 
vivid and meaningful interpretatior of 
conduct disorders of childhood. As 
Rogers declares: “Certainly, sc far as 
diagnostic techniques are concerned, 
there is no best method; there are only 
methods which need testing and experi- 
ment and revision.” 3° 

At the conclusion of an examination 
of a “panorama of methods” for study- 
ing personality, Allport concludes 


that there is no “one and only” method for 
the study of personality. All methods have 


25 Carl R. Rogers, op. ck., p. 60. 
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their value, most of them being adapted to 
the exploration of one special aspect of the 
problem. In respect to accuracy and re- 
liability some of the segmental methods are 
to be preferred; in respect to adequacy of 
approach the various synthetic or relational 
methods are better.** 


Disagreement as to the adequacy and 
the accuracy of methods for studying 
children’s conduct problems is perhaps 
a harbinger of improvement in the meth- 
ods of the future. However children’s 
problems will be studied and understood 
in the future, there can be no doubt that 
“child welfare is now the legitimate and 
ultimate end of social welfare; efforts 
expended in the happy resolution of 
child difficulties, the most constructive 
form of social investment.” 27 

26 Gordon W. Allport, Personality: A Psy- 
chological Interpretation (New York: Henry 
Holt and Co., 1937), p. 398. 

27 James H. S. Bossard, Marriage and the 
Child (Philadelphia: University of Pennsyl- 
vania Press, 1940), p. 17. 
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“A Bibliographical Manual for the Student of Crim- 
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of Criminological Research Bulletin (annual). 


Progress in Prevention of Juvenile Delinquency 


By BENEDÐDICT S. ALPER 


HE condition of our children has 

received greater consideration in 
the past ten years than during any com- 
parable period in the Nation’s history. 
While standards of education, health, 
and recreation were being raised and 
new methods devised for their attain- 
ment, public and privaze agencies were 
becoming increasingly concerned with 
those individual children who showed 
behavior difficulties. Studies of prison 
and reformatory populations revealed 
that a large proportion of inmates 
had been persistent offenders while still 
within the juvenile court age; studizs of 
delinquents demonstrated that most 
children who come into the juvenile 
court have long records of antisocial 
conduct which has been unnoticed by 
the protective and law enforcement 
agencies of the community. 

Any attempt to halt the development 
of maladjustment in children may be 
described as crime prevention: programs 
of parent education, extension of recre- 
ational facilities, further curbs on child 
labor, improved educational and voca- 
tional opportunities, increased allot- 
ments to families with dependent chil- 
dren—all these are preventive of 
delinquent conduct to the degree that 
they are aimed at conditions underlying 
the establishment of habits of continued 
antisocial conduct. It is clearly im- 
possible here even to list the programs 
directed to the reduction of delinquency 
which have been initiated in the past 
decade. It will be understood that the 
programs which are described in brief 
detail have been chosen solely because 
they are representative, and not neces- 


1For a review of twenty-four outstanding 
programs, see Sheldon and Eleanor T. Glueck 
(Eds.), Preventing Crime. New York, 1936. 
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sarily because they are the best proce- 
dures to be found anywhere. 


THE JUVENILE COURT AND CRIME 
PREVENTION 


The progress made by juvenile courts 
in extending their age and offense juris- 
diction has been paralleled by a growing 
interest on the part of the court in pre- 
delinquency, and the consequent in- 
crease in the number of cases referred 
to other agencies before a serious act 
of delinquency occurs. In this way 
large numbers of children are dealt with 
“informally,” thus sparing them an of- 
ficial court appearance or court record. 

Publication in 1934 of One Thousand 
Juvenile Delinquents? aroused a great 
national controversy as to the value of 
court-clinic treatment of delinquents. 
But-when the storm died down, a corol- 
lary finding of the book had received, 
greater attention than it might have if 
interest in the subject had not thus been 
generated: that the rate of recidivism 
among juvenile court cases was appre- 
ciably lower in those cases which were 
arrived at early and for whom suggested 
treatment was followed than for those 
cases which had a long prior record of 
delinquency and for whom the clinical 
recommendations were not carried out. 
The whole crime prevention movement 
received a tremendous impetus from 
this wholesome discussion of the juve- 
nile court and guidance clinic.’ 

Realization of the multiple nature of 


2 By Sheldon and Eleanor T. Glueck, Cam- 
bridge, 1934. 

3 See Year Book of the National Probation 
Association, 1934, especially pp. 63-103; 
Healy, Bronner, and Shimberg, “The Close of 
Another Chapter in Criminology,” Mental 
Hygiene, Vol. XIX, No. 2 (April 1935), pp. 
208-22. 
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crime causation emphasized by this and 
other studies was reflected in -he many- 
sidedness of the attack on the problem. 
All kinds of agencies began to direct at- 
tention to maladjusted children in order 
to prevent the development of criminal 
careers among them. 


THE SCHOOL AND THE PREDELINQUENT 
CHILD 


Outstanding among these agencies 
was the school. The Glueck study re- 
vealed how large was the proportion of 
delinquent children who had earlier tru- 
anted from school or otherwise mani- 
fested difficulties in the school before 
their appearance in court. A study of 
one thousand Elmira Reformatory men 
showed that they began truancy when 
the demands of the curriculum tegan to 
exceed their mental ability as deter- 
mined by psychological tests. Studies 
from other parts of the country con- 
firmed these findings. At the same time 
programs were being expanded for 
special-class children and for the obser- 
vation and treatment of conduct dis- 
orders revealed in the schoolroom. 

The establishment in such cities as 
Cincinnati and Rochester of visiting 
teacher services composed of persons 
trained. in education and social case 
work to act as liaison agents between 
the school and the home received a great 
stimulus from the demonstrations con- 
ducted by the Commonwealth Fund. 
School departments, notably in cities 
like Winnetka, Dlinois, and New York 
had already established guidance clinics 
to which were referred by classroom 
teachers and principals the cases of chil- 
dren who failed to conform to the de- 
mands of the school program. 

The establishment in Jersey City in 


t Rene Breguet, “Preliminary Survey of 
1000 Case Histories of Inmates of the Elmira 
Reformatory,’ American Journal of Medical 
Jurisprudence, Vol. 1 (Oct. 1938), p. 107, 
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1931 of a Bureau of Special Service as a 
distinct part of the educational system 
marked an even wider recognition of the 
responsibility of the public schools to- 
ward the maladjustments of individual 
children. Special-class teachers, attend- 
ance officers, recreation leaders, police 
officers in plain clothes, and a clinic staff 
of five workers formed its personnel. 
The Bureau handled truancy cases, mal- 
adjustments of a physical, mental, emo- 
tional, or educational nature discovered 
in the school, and the cases of those chil- 
dren “. . . detected committing some 
juvenile offense of sufficient importance 
to demand police attention.” * Even 
though the largest number of cases 
originated in the school, the Bureau did 
not limit its interest to cases discovered 
there. Like the co-ordinating councils 
described below, all the facilities in the 
community—recreational, health, clin- 
ical, and religious—were available for 
the referral of children from the Bureau. 
Evaluating its work, the Bureau re- 
ported that over a four-year period, 
“cases taken into court decreased from 
an annual average of 744 to 97 a year; 
commitments to correctional institutions 
decreased from an annual average of 251 
to 34 a year; truancy decreased from an 
annual average of 3,042 to 2,485.”€ 
Despite these gains, the Bureau recog- 
nized that 


... the greatest value achieved by the 
Bureau of Special Service lies in its em- 
phasis upon the early recognition of de- 
linquency and in the co-ordination of all 
the means for child study before a young- 
ster has traveled so far cn a criminel 
career as to reach a police station, a court, 
or a probation department.” 


5 Thomas W. Hopkins, “A Program for the 
Prevention of Delinquency,” Vear Book of 
the National Probation Association, 1934, p. 
144, 

6 Sheldon and Eleanor T. Glueck (Eds.}, 
Preventing Crime (New York, 1936), p. 131. 

7 Ibid., p. 132, 
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CLINICAL RECOGNITION OF THE 
PROBLEM 

Child guidance clinics began by sezv- 
ing as adjuncts to juvenile courts for the 
diagnosis of especially difficult cases, 
but in recent years they have assumed 
responsibility for the treatment aspects 
of cases as well. Referrals to the clinic 
are coming in larger proportions from 
sources other than the juvenile court, 
and the clinic has developed its services 
to include children whose problems have 
not yet become serious enough to bring 
them to official court notice. 

The co-operation of school and clinic 
on a State-wide scale is well instanced in 
Massachusetts. Here the Department 
of Education in co-operation witk the 
Department of Mental Health had, 
since 1914, established a group of travel- 
ing clinics operated out of and by the 
stare mental hospitals to examine chil- 
dren retarded in school by three or more 
years. By 1922, special classes were 
required in every community where ten 
or more such retarded childrer were 
found. In 1931 the original statute was 
amended ° to allow the reference to these 
clinics of children less than three years 
retarded. Under the interpretation of 
this law, examinations could now be 
made of children manifesting behavior 
problems which affected their school 
work, even though these were of an 
emotional rather than an intellectual 
rature. 


A New POLICE APPROACH 
Progressive police departments, en- 
couraged by the work of August Vollmer 
in Berkeley, California, have come to a 
realization that their functior should 


8 See Regulations for Determining the Num- 
ber of Children Three Years Retarded in Men- 
tal Development, Boston: Massachsetts De- 
partment of Mental Diseases and Liepartment 
of Education, 1931. 

® Acts of 1931, Chap. 358, now Sec. 46 of 
Chap. 71 of Massachusetts General Laws. 
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not be limited to the apprehension of 
young offenders. In Flint and Saginaw, 
Michigan, Minneapolis, anc New 
Haven,’° police programs for the protec- 
tion of children have been developed to 
a high point of effectiveness. Like the 
“Junior Police” in other cities, this 
movement is organized to prevent crime 
through the promotion by the police of 
a friendly attitude toward the children 
in their neighborhoods. Although these 
programs do not all operate cn the in- 
dividual case work basis initiated by 
Vollmer, and their main purpose in some 
places seems to be the creation of a 
better public opinion toward police 
work, there is no doubt that they do ac- 
complish some good. They provide 
quarters, recreational and athletic pro- 
grams, and outings for children, and at 
the same time they educate police offi- 
cers to the necessity for a more under- 
standing attitude toward children, thus 
offsetting the traditional police philos- 
ophy of repression. 

Best known of these police programs 
is that established in New York City 
under the able direction of Henrietta 
Additon, who was appoin-ed Deputy 
Police Commissioner in Jaayary 1930. 
With a staff of 210 persons the Bureau 
of Crime Prevention in 1932 dealt with 
over 13,000 cases. The Bureau was 
concerned with the discovery and ameli- 
oration of community conditions which 
fostered criminality, as well as with the 
encouragement of positive forces for the 
prevention of delinquency. It aimed to 
provide adequate treatm2nt measures 
for individual children under the age of 
21, and, finally, it was interested in the 
development of a different attitude on 
the part of young peop-e toward the 
Police and other law enfcrcement agen- 
cies.1+ In method, approach, and pro- 


10See “The First Offender,” 
New Haven, 1939. 

11 See “Crime Prevention in New York 
City,” Social Hygiene News, No. VII, 1934. 
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cedure, there was little to differentiate 
the program of the Bureau operated as 
a police division from that of other 
agencies working toward similar ends. 


THe ROLE OF THE GRrouP-WoREK 
AGENCY 


Group-work and recreational agencies 
came to a new awareness of their respon- 
sibility for crime prevention. Re- 
searches had discovered that the delin- 
quent boy or girl who comes into the 
juvenile court is not usually reached by 
such organizations. The appeal of the 
so-called character building agency has 
been iound to be lowest among those 
groups of children who presumably stand 
to benefit most from constructive club, 
athletic, hobby, and related programs. 
Studies, particularly of gangs, have 
demonstrated that these groups and 
their individual members stand aloof 
from organized community enterprises. 

This has led to the establishment of 
numerous and varied programs designed 
.to bring the activities of recreational, 
settlement, and group-work agencies to 
the “nonjoiners” in the neighborhoods 
they serve. We find many such agencies 
now going into the community to work 
with those children who do not respond 
to the passive invitation of the open 
door. One of the problems has been to 
direct the interests of gangs of delin- 
quents into acceptable channels. For 
example, an important assumption un- 
derlying the establishment of the Chi- 
cago Area Project stated that “delin- 
quency is a group experience and 
essentially the motivations for a boy’s 
participation in the delinquent practices 
of his group are not unlike those of 
members of groups whose activities meet 
with general social approval.1? 


12 Clifford R. Shaw and Jesse A. Jacobs, 
The Chicago Area Project: An Experimental 
Community Program for tke Prevention of 
Delinquency in Chicago (mimeographed: Chi- 
cago, 1939), p. 2. 
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Once a boy has been attracted into a 
club or other recreational organization, 
the problem frequently arises of how to 
deal with him when he begins to make 
trouble. To exclude him from member- 
ship or participation means to throw him 
back on his own resources or to expose 
him again to the temptations of street 
life. The Worcester Boys Club has 
done pioneer work in the combination of 
an individual case work approach with 
a traditional club program desigr.ed for 
very large groups. States a recent re- 
port: “We do a special work with be- 
havior problem boys. Special efforts are 
made to interest and hold them in activ- 
ities of the club and to influence them 
toward the right social attitudes.” 1° 


THe CO-ORDINATING CoUNCIL 
MOVEMENT 


The most noteworthy organization, 
certainly the most national in its scope 
and influence, is the co-ordinating coun- 
cil, which reached its height during the 
middle and late thirties. This move- 
ment began on the West Coast and was 
introduced to the Nation by Kenyon J. 
Scudder, who described it to the dele- 
gates attending the Attorney-General’s 
Conference on Crime in Washington in 
December 1934.1 In 1938 in Los An- 
geles, Coordinating Councils, Inc. was 
formed to take over the national spon- 
sorship of this work. By June 1938 
more than 350 of these councils were in 
operation all over the United States,7* 
It is interesting that over one-hali of 
these were found in the Pacific states, 
where the idea originated and where it 
reached its highest development. 


13 Men of Tomorrow, Forty-ninth Annual 
Report of the Worcester Boys Club (Worces- 
ter, 1938), p. 7. 

14 Proceedings of the Attorney Generals 
Conference on Crime (Washington, 1935), pp. 
413-24, 

15 “The Offender in the Community,” Year 
Book of the National Probation Association, 
1938, p. 309. 
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An entire literature has grown up 
around the idea of the co-ordinating 
council.** Communities have differed in 
their understanding and interpretation 
of its fundamental concepts, and there 
are, therefore, almost as many variations 
in method as there are cities which have 
experimented with it. In essence, it isa 
plan to draw together representatives of 
all the agencies in the community which 
deal with children in order (1) to im- 
prove the conditions affecting childhood 
and (2) to do something for the malad- 
justed child who has not yet appeared in 
the juvenile court. The motivating pur- 
pose is thus seen to be a co-operative 
community enterprise shared by law en- 
forcement and other agencies aimed at 
crime prevention and crime reduction. 

Co-ordinating council groups have 
made neighborhood surveys of commu- 
nity assets and liabilities, have ircreased 
playground space, supplied leedership 
for recreational programs, opened school 
buildings and yards for after-scaool ac- 
tivities, formed clubs, opened commu- 
nity centers and swimming pools, ex- 
tended the use of libraries, raised funds 
to send children to summer camps, and 
in countless other ways have expanded 
existing facilties and organized new ones 
in hundreds of neighborhoods. 

Most councils also devote a great deal 
of attention to the problems of individ- 
ual predelinquent children. The coun- 
cils receive referrals of cases from a 
variety of sources—school, police, par- 
ents, church, neighbors, and social agen- 
cies. Sitting as an “adjustment” or case 
committee, members of the council 
briefly investigate the child’s back- 
ground, and on the basis of this they 
refer the child to one of the constituent 
agencies for special treatment or super- 
vision. The procedure is of course 
informal and the committee has no 
authority to enforce its decisions. The 


16 Year Book of the National Probation As- 
sociation, 1936, pp. 153-56. 
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important consideration is that the pre- 
delinquent child receives unofficial atten- 
tion from some agency in the commu- 
nity before adjustment has become too 
difficult, before an official entry of de- 
linquency has been made. 

The Boston Neighborhood Child Wel- 
fare Project, staffed entirely with W-P.A. 
supervisory and other personnel, had a 
four-fold objective: (1) to form and as- 
sist local neighborhood child councils, 
composed of local persons; (2) to sup- 
plement the supervision of children al- 
ready under probation or parole over- 
sight: (3) to reach the predelinquent 
child jor whom an intensive case work 
program was required if the develop- 
ment of more serious misconduct was to 
be forestalled; (4) to work directly with 
neighborhood gangs. 

This last objective is the most inter- 
esting—it clearly recognized the neces- 
sity for working with the boy gang on 
the basis of “. . . its traditions, its par- 
ticular differences from the gang on the 
next corner, its stages of development, 
its predecessors and its inheritors in full, 
the ‘kid brothers.’” +” Instead of work- 
ing to detach the gang from its neghbor- 
hood setting and attempting to force its 
adherence to a program of supervised 
recreation in a club or gymrasium, the 
workers on this project tried not to dis- 
turb the central cohesion of the group. 
By providing meeting places, some form 
of adult guidance, and a variety of pro- 
gram opportunities and activities, they 
aimed to redirect the energies and the 
interests of such groups into more con- 
structive channels. 


THE NEED FOR EVALUATION 
An indispensable part of the crime 
prevention movement has been the in- 
sistence by its leaders that evaluation of 
results must be a concomitant part of 
any program. Figures quoted above in 


1T Juvenile Delinquency in Massachusetts as 
a Public Responsibility (Boston, 1939), p. 145. 
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connection with the descriptions of 
various projects would not have been 
available if this need had not been rec- 
ognized. The prospectus issued in con- 
nection with an experimental plan for 
delinquency control in Denver contains 
an excellent statement of the necessity 
for observing and evaluating results: 


1. Careful record should be kept of all 

cases of delinquent and antisocial behavior 
reported during the period of the experi- 
ment in the experimental area and control 
area; 
2. These data should be compared with 
similar data in so far es these are available 
for the same area (experimental or control) 
for a period of the same length as the ex- 
perimental period preceding the time of the 
experiment ; 

3. Any significant differences between 
delinquency and antisocial behavior in (a) 
the experimental area before and during 
the experimental period, (b) th» control 
area before and during the experimental 
period, should indicate the effects of the 
experimental program as a factor in reduc- 
ing juvenile delinquency.* 


INTEREST OF THE FEDERAL 
GOVERNMENT 


The use of W.P.A. personnel to carry 
out crime prevention programs in many 
communities throughout the Nation was 
but one example of the interest of the 
Federal Government in the growing 
movement of crime prevention. 

The publication in 1931 of the 
Wickersham Reports directed attention 
to the conditions prevailing in courts 
and penal institutions. One volume was 
also devoted to crime causation and an- 
other to the juvenile in the Federal 
courts." Three years later, at the 
Crime Conference called by the Attor- 


18 “Proposed Plan for an Experiment in the 
Control of Juvenile Delinquency in a Selected 
Area of Denver” (typescript: Washington: 
Federal Children’s Bureau, 1938), pp. 3, 4. 

19 Reports of the National Commission on 
Law Observance and Enforcement, Nos. 13 
and 6 respectively. 
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ney-General, two of the ten sessions 
were concerned with juvenile delin- 
quency and the cause and prevention of 
crime. By unanimous vote, the Confer- 
ence urged: 


State and National leadership through ap- 
propriate governmental and voluntary or- 
ganizations, in fostering the development 
of these co-ordinating agencies, the pro- 
vision of constructive educational, voca- 
tional and recreational opportunities for 
youth, and the provision of competent, 
skilled service to children in need of guid- 
ance and correction.?° 


In a series of four articles published 
in a popular weekly magazine in 1937," 
this recommendation was expanded by 
the Attorney-General to provide a Fed- 
eral Bureau of Crime Prevention to be 
located in the Department of Justice. 
This Bureau would 


. . constitute itself a focal group for 
stirring up interest in crime prevention . . 
for stimulating activity, public and private, 
and keeping alive activity, once it is 
aroused; and for assisting in every possible 
way the efforts of state and local organiza- 
tions and groups of public spirited citizens 
engaged in this flank movement on crime.?? 


CONCLUSION 


Studies, projects, public education 
programs, activities of city, state, and 
Federal departments, community or- 
ganizations, press, radio, and motion 
pictures, have in the decade just closed 
directed increased attention and effort 
to the reduction of crime. The end of 
the era of prohibition and its racketeer- 
ing concomitants has resulted in a shift 
of focus from the criminal underworld to 
the community conditions which cause, 
or at least underlie, the creation of de- 
linquent careers. The situations of in- 


20 Ibid., p. 452. 

21 Later collected and published in pamphlet 
form under the title We Can Prevent Crime, 
New York, 1937. 

22 Ibid., pp. 33-34. 
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dividual boys and girls growing up in 
circumstances likely to produce delin- 
quency have become the concern not 
only of social agencies, but also of po- 
lice, churches, recreational agencies, 
schools, and entire communities. 

In 1940 the idea continues to spread 
that crime—like other social problems— 
can best be handled in its early preven- 
tive stages. No additional studies of 
delinquents are required at this point to 
prove how late is the application of cor- 
rective measures to the court child. If 
present trends continue, the early obser- 
vation and treatment of each malad- 
justed child, wherever he may be found, 
by whatever agency is best equipped to 
assume the responsibility, will be even 
more marked than it has been in the 
past. Co-ordinated efforts for crime 
prevention must expand even more 
markedly if our communities are to dis- 
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charge their full obligation to their chil- 
dren. 

In any treatment project there is no 
royal road to success, and, we are afraid, 
the same must be said about prevention in 
general, For the sake of relief from our 
extraordinary national burden of delin- 
quency and crime, much greater interest 
must be manifested not only in expert work 
with individual offenders, but also in mass 
attacks upon the whole problem. 

For the greater protection of child- 
hood we must look to the economic and 
social conditions which produce the 
pathology of crime. Only as life is made 
more secure, more healthy and satisfac- 
tory for all classes and sections of our 
population, can we be assured a more 
law-abiding people, in which delin- 
quency will find small chance to flourish. 

23 Wiliam Healy and Augusta F. Bronner, 
New Light on Delinquency (New Haven, 
1936), p. 216. 
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Child Welfare Work in Rural Communities 


By Mary IRENE ATKINSON 


N ATTEMPTING to chart signifi- 

cant changes in child welfare work 

in rural communities during a ten year 

period, it seems necessary first to review 

some of the factors which have played 

their part in bringing these changes 
about. 

President Hoover called the White 
House Conference on Child Health and 
Protection, to meet in November 1930, 
for the purpose of appraising tke state 
of the Nation’s children and of making 
recommendations which would promote 
their welfare. One of the most impor- 
tant recommendations of this Confer- 
ence was: f 


A well-rounded program of (public) 
child care should make provision for: a 
state department of welfare and county 
units of welfare each with trained and 
skilled personnel; service to and also sup- 
port for all types of children in need; a 
flexible program so that each chid will 
receive the exact type of service cr care 
which will overcome his particular Ccifficul- 
ties to the greatest possible extent; a recog- 
nition that it is as much the duty of the 
welfare unit to seek out the neglected, or 
otherwise handicapped child as to care for 
those brought to their attention. 


In 1932 the Emergency Relier and 
Construction Act enabled states tc bor- 
row funds from the Federal Gcvern- 
ment for relief purposes, although later 
legislation converted these funds into 
outright grants. Wheat and cottor. sur- 
pluses were made available to the states 
for distribution during the years 1932 
and 1933. Somebody invented a 
“hand” wheat mill so that the grain 
might be ground for family consump- 
tion, and there must be thousands of 
children in the country who never will 
be able to endure the sight of a wheat 
field because of the dark days when 


three meals a day consisted largely of 
variations of “cracked wheat mush.” 
Some children had clothes made from 
cotton surpluses. Other children in lo- 
cal units unable or unwilling to provide 
relief for the unemployed, were fur- 
nished shoes through legislation author- 
izing Boards of Education to purchase 
clothes to enable children to attend 
school. The specter of starvation hov- 
ered over many of these children, but, 
as one worker on the staff of a state 
department of public welfare pointed 
out, “they would at least have new 
shoes on their feet as they died from 
lack of food.” 

Up to July 1, 1933, Federal relief 
funds were used to a limited extent for 
payment of board of dependent children 
cared for by both public and private 
agencies, but this policy was discon- 
tinued at that time. 


CoNFERENCE OF THE CHILDREN’S 
BUREAU 


Early in November 1933 the Prasi- 
dent referred to the Children’s Bureau 
of the United States Department of 
Labor the request of the Board of Di- 
rectors of the Child Welfare League of 
America that a conference be called to 
consider present emergencies in the care 
of dependent and neglected children. 
The conference, which met on Decem- 
ber 16, adopted the following major 
recommendations: 


1. The primary responsibility of Fed- 
eral, state and local emergency relief ad- 
ministrations, as related to child welfare, 
is to see to it that the group of children 
now numbering some six million, in fam- 
ilies dependent upon emergency relief, re- 
ceive adequate food, shelter, clothing, med- 
ical and other care so that none of these 
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children is obliged to leave his own home 
in order to receive adequate support. This 
obligation seems to us to have first claim 
upon public emergency relief funds. 

2. In addition to adequately safeguard- 
ing the welfare of these six million chil- 
dren, already their direct responsibility, we 
urge that these authorities consider the 
existing provisions for the care of those 
children who are or may be cared for else- 
where than in their own homes; that they 
inform themselves as to the extent to 
which groups of such children are suffering 
and in lack of the necessities of life, and 
that they give serious consideration to the 
methods by which such children may re- 
ceive adequate and suitable care. 


The real story of the Federal Emer- 
gency Relief Administration cannot be 
written until the years have given us 
more perspective, and there will never 
be agreement on its successes and fail- 
ures even among those who can say, 
“All of it I saw, and part of it I was.” 
Each one, therefore, has his own list of 
significant and positive factors in this 
venture of government. There are two 
that seem pertinent to this discussion: 
(1) the tensions resulting from unem- 
ployment of persons who wanted to 
work were sufficiently relieved to enable 
the existing governmental siructure to 
withstand the strain; and (2) the pen- 
etration of administrative mechanism 
into every political subdivision, regard- 
less of its remoteness. served as 2 drag- 
net which brought to the surface an 
amazing assortment of facts abcut the 
people living in both the urban and the 
rural areas of the United States. 

It was clear that neither voluntary 
effort alone nor any one unit of govern- 
ment could find the soluticn to the so- 
cial and economic problems in which 
poverty, sickness, unemployment, illit- 
eracy, delinquency, and dependency of 
children had their roots; and that we 
were in for a long haul which demanded 
statesmanlike planning rather than 
emergency hand-to-mouth methods of 


THE ANNALS OF THE AMERICAN ACADEMY 


ameliorating the conditions of that por- 
tion of our population known to be 
underfed, ill housed, and poorly clad. 


PROVISIONS OF SOCIAL SECURITY Act 


As a frst step in utilizing available 
interest and information and in devel- 
oping a plan of attack on a nationwide 
basis, President Franklin D. Roosevelt 
ia 1934 appointed a Committee on Eco- 
nomic Security, and this committee be- 
gan the task of developing the outlines 
of a social security program, incor- 
porated in the Social Security Act, 
which, with certain modifications of the 
original recommendations of the com- 
mittee, was passed in August 1935. 

Four provisions of the Social Security 
Act immediately affected the care and 
protection of children, namely, those 
providing for Aid to Dependent Chil- < 
dren, Maternal and Child Health Serv- 
ices, Crippled Children’s Services, and 
Child Welfare Services in areas predom- 
inantly rural. The administration of 
the Aid-to-Dependent-Children program 
was placed in the Social Security Board, 
and that of the other three services for 
children in the Children’s Bureau. 

As of January 1, 1940, new resources 
for family care of children were made 
available through the amended provi- 
sions of the Old-Age and Survivors’ In- 
surance Benefits title of the Social Se- 
curity Act (administered by the Social 
Security Board), which authorize insur- 
ance payments to widows and to chil- 
dren under the age of eighteen years. 


MEANING OF “CHILD WELFARE” 


The term “child welfare” has a qual- 
ity of elasticity which makes it possible 
to stretch it to cover a wide variety of 
interests and functions or to limit it to 
a narrow segment of activity. Within 
the decade, marked at both its begin- 
ning and its end by a White House Con- 
ference called to take stock of how the 
Nation was caring for its children, there 
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has been some attempt to clarify what 
we mean by child welfare. 

At the initial session of the White 
House Conference on Children in a De- 
mocracy, held in Washington on April 
26, 1939, President Roosevelt said: 


Child welfare—to use a much misused 
term—did not enter the public conscience 
of any nation until about one hundred 
years ago. And we know from reading 
Dickens and the literature of his period 
that the well-being of children in those 
early days was principally considered from 
the viewpoint of schooling and of crime 
prevention and the ending of physical 
cruelty—all interwoven with the sentimen- 
tality of the good—the ultra-good, Victori- 
ans. [In this conference] we make the 
assumption that a happy child shall live 
in a home where he will find warmth and 
food and affection; that his parents will 
take care of him should he fall ill; that at 
school he will find the teachers and tools 
needed for an education; that when he 
grows up there will be a job for him and 
that he will some day establish his own 
home. 


The reports considered by the 1940 
White House Conference in session Jan- 
uary 18-20 indicated that there were 
many children in this country for whom 
such essentials of living as those sum- 
marized by the President cannot be as- 
sumed, and that child welfare must be 
regarded as a mosaic whose component 
parts include economic and social con- 
ditions which provide the basis for 
wholesome family life, adequate educa- 
tional and vocational opportunities, pre- 
ventive health service and medical care, 
recreational and cultural resources, spir- 
itual guidance, protection against ex- 
ploitation and neglect, emotional satis- 
faction—in short, opportunities for the 
fulfillment of a child’s capacity for liv- 
ing in a free society. 


DEFECTS DISCOVERED 
It is assumed that the aspect of child 
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welfare which this paper is to empha- 
size is that having to do with the de- 
velopment of public social services for 
children. As has already been indi- 
cated, the penetration of the Federal 
Emergency Relief Administration into 
every local unit of government focused 


attention upon many conditions and 


practices other than those having to do 
with the need for relief. 

For example, children neglected both 
by their own parents and by the com- 
munity for long periods in complete 
anonymity, would suddenly be brought 
before juvenile or other courts for some 
misdemeanor and forthwith be commit- 


.ted to institutions for delinquents. In 


certain states in which local township 
and town officials were responsible for 
“out-door relief” and the county was 
responsible for the care of dependent 
children and for the operation of county 
institutions, families had often been 
“starved out” in order to shift support 
from the township to the county. The 
major recommendation of the first 
White House Conference that no child 


_ Should be removed from his own home 


for poverty alone was honored more in 
the breach than in the observance. Be- 
cause there was no public administrative 
machinery for the care of children and 
no private child caring resources, there 
were rural communities in which juve- 
nile courts and the “poor” officials pro- 
vided the only facilities available for 
family relief and preventive and pro- 
tective services for children, including 
those mentally and physically handi- 
capped, and foster care. In some states 
which had mothers’ pension laws, tie 
amounts available and the methods of 
administration, particularly in rural 
areas, were such as to defeat the under- 
lying principles of the legislation. Chil- 
dren with physical defects that could 
be corrected were growing up handi- 
capped for life because of lack of cor- 
rective orthopedic services or other 
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medical care. In one state in one schcol 
year of the decade, some 200,000 chil- 
dren never set foot in a schoolhouse. 

Relief workers assigned to local offices 
primarily to administer relief to the un- 
employed found themselves in situations 
affecting children which were so com- 
pelling that they could not be denied. 
When a public official complained that 
his community had had no children’s 
problems until the relief office was 
opened, it had to be explained to him 
that the office did not create the prob- 
lems, but that now for the first time, the 
families and children of his community 
had a place to come before they were 
overtaken by the ultimate in disaster 
which heretofore had had to happen be- 
fore public officials assumed any respon- 
sibility. 


Gains MADE 


To assert that subsequent to Febru- 
ary 1, 1936, when the provisions of the 
Social Security Act were put into opera- 
tion, adequate social services for chil- 
dren, family budgets sufficient to meet 
their physical needs, and complete med- 
ical care became available for all of the 
children in rural areas needing these 
resources, would, of course, be to lay 
claim to the impossible. Gains have 
been made, however, which point the 
way to further development in the dec- 
ade that lies ahead. 

In some instances there has been 
some lowering of standards in making 
the transition from the mothers’ pen- 
sion program, in which high standards 
of administration were limited to a 
small number of states and to certain 
localities within those states, to the aid- 
to-dependent-children program, which 
must be operative in every unit within 
the state if Federal funds are made 
available. There is no question, how- 
ever, that great gains have been made 
toward the goal of preserving z child’s 
own family group for him wherever pos- 


THE Annats or “He American ACADEMY 


sible. The next step for which the need 
is clearly indicated is improvement in 
the quality of administration on a na- 
tionwide basis. 

FEpERAL-STATE CO-OPERATION 

As of July 1, 1940, the forty-eight 
states, the District of Columbia, Alaska, 
Hawaii, and Puerto Rico were co-op- 
erating with the Children’s Bureau in 
the administration of Child Welfare 
Services. There is authorization for an 
annual appropriation of $1,510,000 
available to the states for expenditure 
each year, plus any unexpended bal- 
ances from allotments for the two pre- 
vious years. The plans submitted an- 
nually by the states for the use of these 
Federal funds vary, but the essential 
elements which are a part of every plan 
are: (1) development of state services 
for the encouragement and assistance 
of adequate methods of community 
child welfare organization; and (2) de- 
velopment of local child welfare services 
in areas predominantly rural and other 
areas of special need. 

On October 1, 1939, approximately 
one-sixth of the total number of rural 
counties in the United States were pro- 
viding social services for children as a 
part of a total public welfare admin- 
istration. 

Federal-state co-operation in the de- 
velopment. of community resources and 
of case-work treatment of children in 
rural areas has made it possible for lo- 
cal public welfare offices to make the 
term “social services for children” mean 
something constructive and tangible in 
the lives of individual children and their 
families. This has been accomplished 
not only through state and local public 
welfare units but also through the use 
of available private resources in the 
child-care field. For example, in some 
instances the addition of a children’s - 
worker to the local public welfare staff 
has resulted in requests for co-operation 
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and specialized services from private 
agencies which presumably were cover- 
ing a particular rural area but hereto- 
fore had been almost totally inactive. 


OUTLINE OF TRENDS 


This would be a much more interest- 
ing article if it traced the development 
of trends in terms of personalicies and 
events that give life and color to the 
day-by-day activities of the children’s 
workers and serve to “illumine the prac- 
tical” in the processes of case work and 
community organization. However, it 
is possible only to sketch outlines of 
the most significant trends in child wel- 
fare work which have had their begin- 
ning within the decade. These are as 
follows: 

1. The provisions of the Social Se- 
curity Act which make funds available 
to the states for aid to dependent chil- 
dren and for child welfare services, and 
which pay survivors’ insurance benefits 
to children, constitute evidence that 
government has accepted the principle 
that the strengthening of family life is 
the first line of defense in any child 
welfare programt. 

2. There is evidence of increased ac- 
ceptance on the part of states of definite 
responsibilities for direction and leader- 
ship of programs affecting children. In 
1936 there were twenty-seven states 
having administrative divisions within 
departments of public welfare in which 
services for children were centered. In 
March 1940 there were forty states hav- 
ing such divisions. This trend also 
illustrates growing acceptance of the 
necessity for accenting services for chil- 
dren through the utilization of special 
skills, 

3. The demonstrations of local social 
services for children made possible 

, through the co-operative effort of Fed- 
eral, state, and local units of govern- 
ment have stimulated interest in and 
development of resources for the care 
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and protection of children where they 
live. In states where the first plans for 
child welfare services included the de- 
velopment of local services on a district 
basis, there has been a decided shift 
toward restricting the geographical area 
to which local workers are assigned. 
Out of their own experience the states 
have learned (a) that if social services 
for children are to be effective they 
must be close at hand, and (b) that if 
co-operation of communities is to be 
secured which will generate the develop- 
ment of additional local resources for 
the broader aspects of child welfare, one 
worker cannot be expected to give ade- 
quate leadership in a district compris- 
ing too many political subdivisions. 

4. There has been growing azcep- 
tance of a basic philosophy of public 
welfare which regards social services, 
particularly for children, as an integral 
part of public welfare administraticn ir- 
respective of economic need. Operation 
of institutions and determination of eli- 
gibility of persons applying for general 
relief or categorical assistance are not 
regarded as the sum total of responsi- 
bilities inherent in any broad concept 
of the purposes of public welfare. In 
the development of public social services 
for children in rural communities, the 
social and emotional needs of the child 
and his family and the ability of the 
public welfare unit to meet these needs 
have been the criteria upon which ac- 
ceptance of cases has been based. Thus 
public welfare units which have person- 
nel with the necessary skill and com- 
petency are providing services for chil- 
dren of the economically independent as 
well as of the economically dependent. 

5. Another significant trend is that 
towards increased investment by some 
states and local communities in services 
jor children as a result of the demon- 
strations made possible through the use 
of Federal funds for child welfare serv- 
ices. In one state in which the first plan 
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for child welfare services was put into 
operation in March 1936 and almost 
entirely financed from Federal funds ex- 
cept for the payment of part of the cost 
of local services, an initial appropriation 
of $9,500 was made for the period 
1938-39 as the state’s first participation 
in financing the child-welfare-services 
program. In other states there has been 
gradual extension of local child welfare 
services through larger state and local 
appropriations, 

6. Social services to a child and his 
family are translated from the abstract 
to the specific through the personality 
and technical performance of the warker 
with whom they have contact. Thus 
there is an increasing recognition that 
certain combinations of personal char- 
acteristics and technical skill are neces- 
sary in order to practice social case 
work successfully. As a result of this 
emphasis on the importance of profes- 
sional training, the child-welfare-serv- 
ices program in the states has, in many 
instances, included provision for ecuca- 
tional leave. During the fiscal year 
ending June 30, 1940, the Children’s 
Bureau had approved state plan: for 
child welfare services which included 
provision for educational leave for ap- 
proximately 160 workers. 

7. On the basis of experience gained 
through social services for chidren 
made possible in rural areas through the 
participation of the Federal Gcvern- 
ment, there is a trend in the states to- 
ward extending such services in order 
that there may be complete covzrage 
throughout the state. The various state 
plans ior child welfare services for the 
fiscal year beginning July 1, 1940 
clearly reflect this trend. 

8. The expansion of public social 
services for children has helped to speed 
up the discard of the old idea that Zoster 
care, of itself, constitutes child welfare. 
In rural communities the children’s 
workers are placing emphasis upon 
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making protective and preventive social 
services available at a sufficiently early 
stage to maze it possible for most chil- 
drea to remain in their own homes; and 
upcn community organization which 
will enlist citizen interest in the promo- 
tion of community activities d2signed to 
contribute to the wholesome growth and 
development of all children. Foster 
family care is regarded as a part of a 
total program of soctal services for 
chidren, to be undertaken cnly when 
there is personnel equipped to safe- 
guerd its use as a method of social 
treatment. 

©. The fcllowing excerpt irom the re- 
port of a local children’s werker in a 
western staze summarizes the trend to- 
ward recognizing the school as a major 
jactor in any program of prev2ntive and 
pretective services for childrea: 


We recognize the fact that the school 
is not only a good place to locat children’s 
defects before they become problems but 
also a good place to attempt their adjust- 
ment and the correction of underlying 
causes that create such problems. Since 
the school has the opportunity of reaching 
large numbers of children for relatively 
long periods of time, advantage should be 
taken of this in extending social services to 
children anc their families. 


10. As local services for children be- 
come available in rural communities 
through public welfare units, there is ¢ 
trend toward reduction in numbers of 
children coming to juvenile courts. In 
the past th= courts often constituted the 
only child welfare resource in the com- 
munity. Thus, by force of circum- 
stances they were called upon to render 
many services which had no relation to 
judicial procedures, as, for example, the 
administration of mothers’ pensions. 
Such services will no longer be neces- 


11. An increasing number of people 
other thar: social workers, and repre- 
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sentative of a cross section of the popu- 
lation, are concerned about the impor- 
tance of properly safeguarding the child 
life of the Nation. During the winter 
of 1940, Ernest K. Lindley, columnist 
on the staff of the Washington Post, 
wrote a column which he called “A 
Word for Youth,” from which the fol- 
lowing paragraphs are quoted: 


Of all the hazards and inequalities of 
life, the Nation’s first concern should be 
with those which affect children and youth. 
On the average, they have longer to live. 
The poorhouse is pathetic. Undernour- 
ished children are pathetic, too. But they 
are more than that; they are a menace to 
the future of the Nation. Of the 35,000,- 
000 children under the age of 15 in the 
Nation, 13,000,000 are in families with in- 
comes of less than $800 a year, or on relief. 

As the coverage of the insurance system 
(Old Age Insurance and Survivors Bene- 
fits) is expanded, this insurance for de- 
pendent children would partly absorb the 
scanty aid to dependent children already 
provided for by the Social Security Act. 
This aid is given on the basis of need, but 
in fact it falls far short of meeting the 
need. 

For the children were shortchanged in 
the 1935 act, just as they will be again this 
winter if the old-age vote-chasers have 
their way. One thing this country needs is 
more Senators and Congressmen who will 
give the oncoming generation more than a 
pat on the head. 


THE OUTLOOK 


As the curtain comes down on the 
final scenes of this decade, we are left 
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in great confusion but not without hope. 
We realize more clearly than ever before 
that “history is a record of man in con- 
flict with circumstance.”! Leaders of 
earlier decades had succeeded in getting 
us, as a Nation, beyond the primer stage 
of regarding our democratic form of 
government merely as an instrument to 
protect property rights. We began this 
decade well along in the first reader 
stage of understanding government as 
an instrument for the protection of 
those inalienable human rights guaran- 
teed to us under the Constitution. 
Even in a period of ten dark years we 
have continued to make advances in 
this concept of the functions of democ- 
racy. Therefore it does not seem too 
fantastic to have faith that the Ameri- 
can genius which in a period of a little 
more than a century and a half has 
brought us this far along the road to 
fulfillment of the constitutional objec- 
tives of “life, liberty and the pursuit of 
happiness” will enable us to win the 
present conflict with circumstance. 

But unless the democratic process can 
be made to provide the essentials neces- 
sary for the full flowering of the capaci- 
ties of children, whoever they are and 
wherever they live, we cannot hope that 
in the next decade today’s children will 
be equipped to reinforce the efforts of 
this generation to make democracy work 
and to provide the dynamic leadership 
required for such a task. 


1W. E. Woodward, A New American His- 
tory. 


Miss Mary Irene Atkinson has been director of the 
Child Welfare Division of the Children’s Bureau, 
United States Department of Labor, Washington, 
D. C., since the Division was created in October 1935. 


The Development of Child Welfare Programs 


By ArTEUR DUNHAM 


N THE section of the Social Security 

Act which provides for child welfare 

services is an interesting phrase. The 
act provides: 

The amount so allotted shall be expended 
for payment of part of the zost of district, 
county, or other local child-welfare services 
in areas predominantly rural, and for dz- 
veloping state services for the encourage- 
ment and assistance of adequate methods 
of community child-welfare organization in 
areas predominantly rural and other areas 
of special need.1 


This is probably the first instance of 
the use of the phrase “community child- 
welfare organization” in American law. 
The appearance of this phrase in the 
most far-reaching public welfare statute 
in the history of the United States is 
indicative of an important trend in child 
welfare in this country. There is an 
increasing tendency to emphasize the 
community organization aspects of child 
welfare and to stress child welfare pro- 
grams in contrast with mere unrelazed 
indivjdual services. 


CoMMUNITY ORGANIZATION AND 
PROGRAM PLANNING 


The activities, during 1939, of a num- 
ber of local study committees operating 
under the auspices of Section IHI, Com- 
munity Organization, of the National 
Conference of Social Work, led to a 
report which, in spite of its preliminary 
and tentative quality, is the most useful 
statement we have yer had regarding 
the nature and characteristics of com- 
munity organization.” 


1 Social Security Act, Title V, Part 3, Sec- 
tion 521 (a). 

2“The Field of Community Organization,” 
Proceedings, National Conference of Social 
Work, 1939 (655 pp. New York: Columbia 
University Press, 1939), pp. 495-511, 


One of the most important contribu- 
tions of this report was a statement of 
the “general aim” and the “secondary 
object:ves” of community organization. 
The report suggested 


that the general aim of community organi- 
zation is to bring about and maintain a 
progressively more effective adjustment be- 
tween social-welfare resources and social- 
welfare needs. This implies that com- 
munity organization is concerned with (a) 
the discovery and definition of needs; (b) 
the eiminatior and prevention of social 
needs and disabilities, so far as possible; 
and (c) the acticulation of resources and 
needs and the constant readjustment of 
resources in order better to meet changing 
needs 8 


Tke report goes on to set forth six 
“secondary objectives” for community 
organization: 


1. To secure and maintain an adequate 
factual basis for sound planning and action. 

2. To initiate, develop, and modify wel- 
fare programs and services, in the interest 
of attaining = better adjustment between 
resources and needs. 

3. To improve standards of social work 
and to increase the effectiveness of indi- 
vidual agencies. 

4. To improve and facilitate interrela- 
tionships, and to promote co-ordination, be- 
tween organizations, groups, and individu- 
als concerned with social-welfare programs 
and services. 

5. To develop a better public under- 
standing of welfare problems and needs, 
and social-work objectives, programs, and 
methods. 

6. To develop public support of, and 
public participation in, social-welfare ac- 
tivicies. Financial support includes income 
from tax funds, voluntary contributions, 
and other scurces.* 


3 Ibid., p. £00. 
+ Ibid. 
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DEVELOPMENT OF CHILD WELFARE PROGRAMS 


CoMMUNITY ORGANIZATION AND 
CHILD WELFARE 


Now community organization op- 
erates not in a vacuum but in reference 
to specific functional fields of social 
welfare—child welfare, family welfare 
and relief, health, recreation and leisure- 
time activities, and so on. Moreover, it 
is clear that each of these “secondary 
objectives” of community organization 
has direct and vital application to the 
field of child welfare. A factual basis is 
the only sound basis for planning and 
action regarding services for children. 
Initiating, developing, and modifying 
child welfare programs have been ex- 
emplified in scores of instances: visiting 
teacher services, child guidance clinics, 
and new public services have been ini- 
tiated; small beginnings have developed 
into extensive services; child czring or- 
ganizations have in many instances com- 
pletely transformed their programs, as 
when a child caring institution has be- 
tome a diagnostic center or foster-fam- 
ily placing agency, two child caring 
agencies have merged, a state public 
school has become a state child-placing 
agency, and so on. The improvement 
of child welfare standards and the de- 
velopment of better teamwork have 
been constant concerns of the United 
States Children’s Bureau, the Child 
Welfare League of America, state de- 
partments of welfare, councils of social 
agencies, and many other national, 
state, and local bodies. Finally, child 
welfare has shared with the other divi- 
sions of the field of social work the 
necessity of interpreting its needs, prob- 
lems, and aims, and of enlisting some- 
thing resembling adequate public sup- 
port and participation. 

Obviously, these six objectives of 
community organization cannot be 
thought of as separate and distinct 
goals. On the contrary, the processes 
of discovery, planning, initiation, main- 
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tenance, development, modification, and 
co-ordination, which are implied in these 
objectives, are inextricably intertwined. 
Moreover, an unspoken assumption un- 
derlies all these objectives. We may 
follow one or the other of these objec- 
tives in respect to child welfare, at a 
particular time, in a particular place, 
under particular circumstances; but if 
we add all these objectives together, and 
apply them to the total child welfare 
problems and forces of a community, 
the result will be a community child 
welfare program. 

What are the characteristics of a 
child welfare program for a community, 
a state, or other area? From one stand- 
point a program is a plan—not a the- 
oretical plan remote from actualities, 
but a practical, dynamic, plan of ac- 
tion, focused upon living realities. In 
respect to social welfare planning, Neva 
R. Deardorff has written: 


. .. planning implies that there must be 
growing clarity as to what social welfare 
programs will undertake to do in terms of 
definite activities; how much of each given 
activity is to be carried on at a given time; 
how it is to be done, that is, the method to 
be applied; how well it is to be done, that 
is, quality and expertness in the application 
of method; and how it is to be supported, 
and that these must all be thought of to- 
gether.’ 


A program may be more than a plan, 
because some oi the program or all of 
it may be actually in operation, and not 
merely proposed as “action in the fu- 
ture.” Perhaps a program might best 
be described as a set of related activities 
or plans, or both, having a common ob- 
jective. Thus the general objective of 

5 Neva R. Deardorff, “Areas of Responsibil- 
ity of Voluntary Social Work during Period 
of Changing Local and National Govern- 
mental Programs,” Proceedings, National Con- 
ference of Social Work, 1936 (655 pp. Chi- 


cago: University fo Chicago Press, 1936), pp. 
316-17. 
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a community child welfare program 
might be to provide the greatest pos- 
sible opportunities for wholesome and 
abundant living for all the children of 
the community. 

A program, or at any rate an effective 
program, implies a unified, integrated, 
and comprehensive whole; it implies 
balance, co-ordination, competent per- 
formance, and the avoidance of both 
“overlapping and overlocking.” 

If this is the nature of a program, 
what are some of the major approaches 
to the building of national, state, and 
local child welfare programs? More 
especially, which of these approaches 
have been important during the last ten 
years in respect to “children in need of 
special care’—particularly dependent 
and neglected children. children with 
behavior problems, and children born 
out of wedlock? 


CHILD WELFARE SERVICES UNDIR THE 
SOCIAL SECURITY Act 


The most impressive child welfare 
program development during the past 
ten years was the passage of the Social 
Security Act. The act marked a long 
step forward in the history of care of 
dependent children in their own homes 
by greatly expanding the traditional 
mothers’ aid and by establishing aid to 
dependent children as a Federally aided 
‘category of public assistance. The es- 
tablishment and initiation of this service 
was a matter of program development; 
carrying on the service after it is ini- 
tiated is a case work job. 

The Social Security Act established 
also Federal aid to the states for the 
development of maternal and child 
health services, services for crippled 
children, and child welfare services. 
These three types of child welfare serv- 
ices exemplify a program or community- 
organization approach; the Federal 
grants are not on a case-by-case basis, 
as with aid to dependent children, but 
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on the basis of aidirg in the develop- 
ment of total state and local programs. 
The history of the development of 
rural child welfare services, in particu- 
lar, during the past four years, is a mine 
of rich material on the subject of com- 
munity organization or program devel- 
opment in the public welfare field. 
Among the methods which have been 
used, exclusive of actual case work 
services, are the following: organization 
of local child welfare units and of state 
and local advisory committees; field 
service and consultation service from 
the state agency tc local child welfare 
units and lozal officials; local demon- 
strations of child welfare services; a 
“mobile unit” for demonstration in and 
assistance to counties; studies and sur- 
veys of various sarts, to form a basis 
for sound >lanning and action; de- 
velopment of services for foster family 
placing, child guidance, and so forth; 
assistance in developing recreational 
projects and facilities; consultation and 
assistance to child caring organizations, 
leading to modifications of program or 
improvemert in standards; development 
of library facilities for those concerned 
in child weifare programs; development 
of plans for bette> training of child wel- 
fare workers; education and interpreta- 
tion; and co-ordination of child welfare 
services with other welfare programs.’ 
The diversity of the methods used 
illustrates particularly the flexibility of 
the program as a whole, the imaginative 
0 Child Welfare Services in Rural Areas: 
Excerpts from State Progress Reports, Six 
Months Erded December 31, 1937 (mimeo- 
graphed, 187 pp., “Not available for general 
distribution”), Weshington. U S. Children’s 
Bureau, 1938. For a record of the child wel- 
fare services in one county, see Grace A. 
Browning, “A Community Record from a Ru- 
ral County,” Social Service Review, Vol. XIV, 
No. 2 (June 1940), pp. 317-46. A report of 
child welfare services in the state of Oregon 
is contained in Child Welfare Services under 
the Soctal Security Act (40 pp.), New York: 
Child Welfare League of America, 1940. 
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and resourceful leadership, and the wide 
range of possible approaches in develop- 
ing public programs for children. 


NATIONAL AGENCIES AND MOVEMENTS 


The services of national welfare agen- 
cies, public and private, have been 
among the most important forces in 
program building. Since 1912 the 
United States Children’s Bureau has 
served as an expression of the concern 
of the Federal Government for the 
child. Throughout its history the Bu- 
reau has laid emphasis upon research, 
education, consultation, and co-opera- 
tion; and its long series of publications 
form the backlog for the child welfare 
literature of the United States. The 
Bureau has had special administrative 
responsibilities for limited times, under 
the first Federal child labor law and the 
Federal Maternity and Infancy Act, 
and it is now the Federal agency for 
administering grants-in-aid under the 
Social Security Act for maternal and 
child health services, services for crip- 
pled children, and child welfare serv- 
ices.’ 

In the private field, the Child Welfare 
League of America has performed 
unique services in making community 
child welfare surveys and studies of in- 
dividual organizations, giving consulta- 
tive field service, producing and publish- 
ing technical literature, holding regional 
conferences, and in many other ways 
seeking to raise standards of practice in 
the children’s field. 

Other national welfare agencies too 
numerous to mention touch the field of 
child welfare, either on the side of lei- 
sure-time activities or otherwise. Tne 
American Youth (Commission is seeking 


T See U. S. Department of Labor, Ch:ldrer’s 
Bureau, The Children’s Bureau: Yesterday, 
Today, and Tomorrow (57 pp), Washington: 
Government Printing Office, 1937. See also 
annual reports of the Chief of the Children’s 
Bureau. 
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to assist in the building of an adequate 
educational and social program for 
youth. Jn the realm of civic agencies, 
the American Legion, through its Child 
Welfare Committee and co-operating 
committees, has issued a significant 
publication looking toward the develop- 
ment of a program for the prevention 
and treatment of juvenile delinouency.® 

The four White House Conferences 
on child welfare have played a unique 
part in the development of child welfare 
programs. The pronouncements of 
these conferences, from 1909 ta 1940, 
have afforded a series of “platforms” for 
child welfare agencies and workers; the 
conferences have emphasized and dram- 
atized the Nation’s concern for its 
children; and the publications of the 
conferences have contained not only 
statements of objectives, plans, and 
standards but also a vast amount of 
invaluable factual and interpretative 
material. 


State AGENCIES 


On the state level, two types of public 
agencies have played a leading part in 
the development of children’s programs. 
Officially appointed child welfare com- 
missions (earlier called children’s code 
commissions) to study and recommend 
revisions in the laws relating to children 
were authorized in -thirty-four states 
during the period 1911-31..° At least 
two states—Illinois and Indiana—have 
had general child welfare commissions 
or committees in operation since 1931, 
and several other states have created 

8 M. M. Chambers, “Youth Programs,” So- 
cial Work Year Book, 1939 (130 pp. New 
York: Russell Sage Foundation, 1939), pp. 
490-92, 

8 Our Children’s Future: A Practical Pro- 
gram for the Prevention and Treatment of 
Juvenile Delinquency (44 pp), American Le- 
gion, National Headquarters, Indianapolis. 4th 
edition, no date. 

10 Grace Abbott, “Child Welfare Commis- 
sions,” Social Work Year Book, 1933, p. 73 
and footnote, 
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commissions or committees on juven:le 
delinquency. In still other states um- 
official committees are at work on child 
welfare problems and child welfere 
legislation. 

Taken as a group, the child welfare 
commissions have performed an impor- 
tant function in reviewing the child wel- 
fare laws of the respective states and in 
considering these laws as a relazed 
whole. Their reports contain an impor- 
tant body of facts and considered opin- 
ions as to child welfare legislation and 
the planning of state programs for chil- 
dren. The nearest parallel to the work 
of the children’s commissions in the 
social welfare field is found in the szate 
public welfare reorganization commis- 
sions of 1935 and the years following. 
In the main, the attention of these com- 
missions has been focused upon general 
public welfare organization and public 
assistance; but many of them have been 
concerned to varying degrees, also, with 
certain aspects of child welfare. 

The state department of welfare, or 
similar agency, is often in a key position 
to promote sound programs and stand- 
ards of child welfare. The department 
is usually the state agency for adminis- 
tering child welfare services under the 
Social Security Act; end it may carry 
on “community organization” services in 
behalf of children through such me-hods 
as field service to local public ageacies, 
inspection and licensing of private child 
caring organizations, studies of child 
welfare conditions and resources, hold- 
ing of conferences, preparation and pub- 
lication of educational material. and 
consultation and liaison service. 


11 For a statement of the general functions 
of state welfare departments, see Marietta 
Stevenson and Alice MacDonald, State and 
Local Public Welfare Agencies: An Organiza- 
tional and Functional Analysis of Stcte and 
Local Agencies Adminiscering Public Welfare 
Functions (mimeographed, 109 pp ), Chicago: 
American Public Welfare Association, 1939. 
The best and almost the only available dis- 
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In the field of private endeevor the 
state conference of social work performs 
an educational function for child wel- 
fare as for other fields of social work, 
through its conference sessicns and 
sometimes through short study courses; 
and in some instances the conference 
has been active in promoting legislation 
relating to child welfare and other sub- 
jects. 

A few states have state-wide citizens’ 
organizations, like the State Charities 
Aid Association of New York and the 
Public Charities Association of Pennsyl- 
vania, or specialized program-planning 
agencies such as the Children’s Fund of 
Michigan and state associations for 
crippled children. 

The counzy child welfare committees 
organized by the State Charities Aid As- 
sociation have played a leading part in 
developing co-operation between public 
and private agencies and in building 
public child welfare services in New 
York State; 1? and these committees 
laid a foundation for the expanded 
county committees on public welfare 
which are row being organized by the 
Association. In Pennsylvania the Child 
Welfare Division of the Public Charities 
Association gave leadership in a unique 
co-cperativ2 state-wide project for the 
planning cf a Ten Year Program of 





cussion of community organization activities 
oi state welfare departments is to be found 
in “Educational Publicity for Promoting So- 
cial Work Programs,” White House Confer- 
ence on Child Health and Protection (1930), 
Organization for the Care of Handicapped 
Children (365 pp. New York: Century, 
1932), pp. 209-44. ` 

12 H. Ida Curry, “County Organization for 
Child-Welfare Work in New York State by 
the New York State Charities Aid Associa- 
tion,” County Organization for Child Care 
and Protection, U. S. Children’s Bureau Pub- 
hcation No. 107 (173 pp. Washington: Gov- 
ernment Printing Office, 1922), pp. 93-108. 

White House Conference on Child Health 
and Protection, Organization for the Care of 
Handicapped Children, 119-21. 
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Child Welfare for Pennsylvania. This 
project involved the participation of 
more than a thousand individuals, and 
it included work by county discussion 
groups, state-wide planning and draft- 
ing committees, and a state-wide confer- 
ence representing the public and private 
child welfare forces of the State. 


LOCAL AGENCIES 


Both state and local child placing 
agencies, although they are primarily 
concerned with case work services, often 
play an important part also in commu- 
nity organization for child welfare and 
in the initiation and development of 
child welfare programs. A state chil- 
dren’s aid society, for example, may de- 
velop county branches with child wel- 
fare programs for those counties; or a 
city child welfare agency may maintain 
a special department or special worker 
to do “conditions work”—that is, to 
make a community organization ap- 
proach to the adjustment of community 
conditions which adversely affect the 
welfare of children. 

In the public field, the integrated city 
or county department of public welfare 
or the local public child welfare agency 
may perform a community organization 
function as well as a case work func- 
tion. Much of the significance of the 
early county welfare departments was 
their integration of several different 
public services; and for the most part 
these eariy departments had a child wel- 
fare focus rather than a public assistance 
focus, as is usually the case with the 
modern local public welfare depart- 
ments.1* 


18 Public Charities Association of Pennsyl- 
vania, Pennsylucnia’s Ten Year Program for 
Children, 1930-1940 (unpaged), Philadelphia, 
1931; Arthur Dunham, “Pennsylvania Thinks 
It Through,” Survey Midmonthly, Vol. LXV, 
No. 8 (Jan. 15, 1931), pp. 424-25. 

14 Mary Ruth Colby, The County as an Ad- 
ministrative Unit for Social Work, U. S., Chil- 
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The council of social agencies, which 
is often linked up with a community 
chest, is usually thought of as the cen- 
tral agency for social welfare planning 
in a local community. Three hundred 
and six councils or similar bedies are 
listed in a recent directory of Commu- 
nity Chests and Councils.” The coun- 
cil, particularly in the larger community, 
is likely to have a division or depart- 
ment on child welfare or perhaps family 
and child welfare or case work. In the 
large city council this division will be 
likely to have at least one professional 
worker who is expected to combine a 
technical knowledge of the content of 
the field of child welfare with skill in 
community organization. 

The Pittsburgh Social Study reported 
that the children’s division of the Pitts- 
burgh Federation of Social Agencies had 
a full-time secretary and a membership 
of sixty-eight agencies. Among tke ac- 
tivities of the division were 


the development of institutes on problems 
of child behavior attended by members of 
boards of directors and staffs of agencies; 
conferences with staff and committees to 
confer on problems arising in the institu- 
tional care of children; service to public 
departments in assisting to develop stand- 
ards of personnel and service.1® 


Other council activities relating to 
child welfare in various cities would in- 
clude studies and surveys of problems, 
of groups of agencies, and sometimes of 
individual agencies; divisional and com- 
mittee meetings for discussion and self- 
education; group action in the formula- 








dren’s Bureau Publication No. 224 (48 pp.), 
Washington: Government Printing Office, 
1933. 

15 Community Chests and Councils, Waat 
Councils of Social Agencies Do (57 pp. New 
York, 1939), p. 1. 

16 Philip Klein and collaborators, A Social 
Study of Pittsburgh (958 pp. New York: 
Columbia University Press, 1938), p. 410. 
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tion of standards; consultation and help 
to individual agencies, on request; and 
the co-operative development of plans 
for new or reorganized child welfare pro- 
grams." 

In so far as planning involves financ- 
ing of private agencies supported by the 
community chest (and usually any far- 
reaching plans have financial implica- 
tions), matters relating to child welfare 
programs are closely connected with the 
process of budgeting by the community 
chest or the council as the agent of zhe 
chest. 

Within recent years local “co-ordirat- 
ing councils’ have been organized in 
many American communities. They are 
concerned primarily with the prevention 
of juvenile delinquency, but sometimes 
they extend their purposes to cover 
wider areas of interest.*® 


17 Tustrations of some of thes? activities 
will be found in What Councils of Social 
Agencies Do, op. cit. 

18 Clarence King, “Councils in Sccial Work,” 
Social Work Year Book, 1939, p. 100. 

Our Children’s Future, op. cit. 
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VIEWED AS A WHOLE 


The agencies and methods which have 
been mentioned are merely illustrative 
of the process of community organiza- 
tion for child welfare. Taken as a 
whole, they suggest the importance of 
and the opportunities for the develop- 
ment of intezrated programs of child 
welfare on local, state, and national 
levels. Programs for children cannot be 
either blueprints or mechanisms; they 
must have within them the spirit of life 
and growth end adventure. The meas- 
ure of all such programs is in their serv- 
ice to actual children. Child welfare 
programs are to be judged in terms of 
the degree tc which they make child life 
more wholesome, more abundant, more 
happy, more rich in terms of health, edu- 
cation, work, play, and emotional, aes- 
thetic, and spiritual development. 
Judged by this standard, the building of 
child welfare programs calls for the 
highest skills that we have, and presents 
one of the most challenging and reward- 
ing tasks in the realm of social states- ' 
manship. i 
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Objectives for Children in a Democratic Society’ 


By James S. PLANT 


NY effort to outline here what is 

meant by a democratic society 
would be footless. Too much has al- 
ready been written on this subject by 
far more competent persons. However, 
certain statements must be made simply 
as the basis of the rest of this article. 
These assume that any more or less 
permanent form of social organization 
may be described in terms of its peculiar 
characteristics and in terms of those 
articles of faith and hope which led to 
its adoption. 


Wart Is a Democratic SocreTy? 


A democratic society differs from any 

other only in the fact that many of its 
important decisions are based upon the 
majority vote of its members. Out of 
this fact there appear certain definite 
needs: 
"1. If the ignorant person has an equal 
vote with the educated, democracy has 
a place for the development of “higher 
education” for a great many, but its 
real effort must be in terms of con- 
stantly raising the educational level of 
its least advantaged groups. 

2. The same thing is true of eco- 
nomic disadvantage. Each one who is 
poor or frustrated or pinched has ecual 
vote with his more favored brother, and 
all matters of good housing, of health, 
of economic opportunity become im- 
peratives, as we are otherwise over- 
whelmed by bitter revenge. 

3. A democratic organization must 
restrict the “area of voting” to those 

1The limitations of space have forced the 
writer either to omit a number of apparently 
important objectives or to rely upon the read- 
er’s willingness to contact the growing litera- 
ture on methods of reaching or implementing 
the objectives, He has chosen the latter 
course, 


matters in which there is a considerable 
homogeneity among the voters. We 
have done this largely by our Constitu- 
tion, which attempted to rule out of 
electoral consideration many questions 
(e.g. race and religion) in which our 
population is not homogeneous. 

4. Most matters subject to vote in a 
democracy are presented to the elec- 
torate in terms of abstractions. The 
capacity for abstract thinking is prob- 
ably quite as much a matter of inherent 
ability as of training, but our democracy 
demands rigorous and early training in 
sensing those individual and particular 
problems involved in the various gen- 
eral principles voted on. 

But to describe a democratic society 
in this way alone is to fail utterly to 
grasp its real significance, and to miss 
those elements in it for which the indi- 
vidual is really willing to make supreme 
sacrifices. Back of this form lies an 
emerging attitude which man has been 
developing towards fellow man. This 
faith in others, this confiding of one’s 
destiny to the hands of the group, this 
growing tolerance of other points of 
view and drives—these are the real 
mainsprings of a democratic society. 
What is written in this article must 
never be seen as anything else than an 
implementation of those deeper urges 
towards a way of living with others. 
The reader will miss the entire point as 
to objectives for children in a demo- 
cratic society unless he recognizes that 
the whole venture is only our clumsy, 
ataxic way of attempting to express 
those not-to-be-denied urges that some 
two centuries ago began to surge to the 
surface of governmental organization. 

If, then, we accept these assumptions, 
we may consider those dangers from 


223 


224 


which we are to protect the children, 
those objectives for which we are to pre- 
pare them, and those contributions 
which we can expect oi them. Any 
such subdivision is obviously artificial; 
actually, each of these mztters runs into 
the other. 


DANGERS FROM WHICH CHILDREN 
NEED PROTECTION 


Certain dangers inhere in the struc- 
ture of democracy itself, and are to be 
considered as over and above whatever 
objectives there might naturally be for 
the children in any form of social or- 
ganization. 


Lack of belongingness 


A democratic form of organization 
dramatically fails to give to its members 
what the psychiatrist usually terms “be- 
longingness.” A protecting envelop- 
ment which absolute monarchies or 
totalitarian forms provide for the indi- 
vidual is lacking here. In a democracy 
one speaks of a brother-brother rela- 
tionship instead of a parent-child re- 
lationship. Moreover, the parent gives 
to the child a certain frame of reference, 
a certain setting for his life (which we 
term “belongingness”) which is of great 
value to him quite regardless of the ac- 
tual acts of that parent (with the ex- 
ception of the act of rejection). 

Democracy replaces the damaging na- 
ture of this failure only in the fullest 
possible development of family. life. 
Perhaps we shall never get beyond the 
need for certain substitutes (adoption, 
foster care, and so forth) in various ac- 
cidental situations, but we do poor serv- 
ice for our children if we ever turn our 
faces from the goal that every child 
shall grow up in his own family. And 
it is a part of this that parents learn 
that of all those gifts they give, this 
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matter of belongingness is the most 
precious and important. It is obviously 
no ,matter of chance that present-day 
totalitarian setups so vigorously attack 
their only strong rivals in the matter of 
giving belongingness—the family and 
the church. 


Fear of change 


We will discuss later the important 
elements of growth and development in 
a democratic form of social organiza- 
tion. This presents the second danger 
—the individual’s fear of change. Per- 
haps this resentment against growth, 
this fear of change, is so fundamental 
a human trait that we cannot hope to 
alter it. Tke solution which some 85 
out of each 100 adults have for any 
social problem is to get back to an 
earlier arrangement or adjustment. So 
timorous a state of affairs can at least 
be measurably modified in the upbring- 
ing of young children. The search for 
new objectives and methods just be- 
cause they are new will lead only to 
disaster. But the recognition of growth 
and maturirg factors in change and the 
willingness to sift its implications and 
welcome its challenge—these are im- 
perative objectives. 


Frustration in growth 


As each year passes we increasingly 
trust in the notion that we learn only 
those things that we live. If democ- 
racy demands considerable emotional 
maturity, then an important objective 
becomes that we protect our children 
from frustration in emotional growth. 
Yet in the family we parents—loudly 
proclaiming the virtues of democracy— 
rather miserably fail to rest on young 
shoulders those choices which they are 
perfectly competent to make. ‘The 
school similarly shouts the slogan “Edu- 
cation for Democracy”—the meantime 
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conditioning its children to live in what 
is practically the most autccratic seg- 
ment cf our total social structure. And 
our present economic framework fails 
to give to millions of young persons any 
chance to feel that they are actively 
participating in the rearing of our struc- 
ture. We must protect our children 
from the damaging frustration that 
comes from repeated exhor-ations to 
participate in the thrilling venture of 
democracy, at the time that we are re- 
fusing to give them practical experience 
in it. 


Mistaking symbols for reality 


Corollary to this (the reader may feel 
that here we dangerously tread on an 
objective for all children rather than 
one for children in a democracy) there 
is the need to protect children from the 
menace of mistaking the symbols of 
reality for, reality itself. Knowledge it- 
self is to a large extent a process of 
generalization, and of the use of sym- 
“bols for the various generalities. A 
complex society needs knowledge, but 
we must protect the citizenry irom be- 
lieving that knowledge is power rather 
than just a tool. We have dangerously 
pinned our faith on knowledge—have 
sought to answer many of our most 
serious problems with more schooling, 
more data. Everywhere we find sym- 
bols mistaken for realities—money for 
success, street address for happiness, 
school marks and grades for education. 
All these symbols are important and 
useful implementations of the faith in 
fellow man that is the mainspring of 
the development of a democratic form 
of social organization; but they remain 
only dangerous lures to the dissipation 
of our corporate energy unless we per- 
sistently ask “for what”—housing jor 
what, education, health, basic economic 
security, for what purpose. 


225 


Sense of personal futility 


Adults show a marked sense of futil- 
ity—of personal isolation—“such and 
such is wrong, but what can J do about 
it?” Here certainly is real fodder for 
the dictator—one of the most serious 
menaces to our democracy. Nor can 
we hope to combat this as long as the 
child is allowed to liquidate his school 
mortgage through a good report card 
and his citizenship debt with individual 
initiative. Everywhere in the individ- 
ual’s progress there must be more em- 
phasis upon what we are accomplishing 
and where we are going. The imper- 
sonality of our rapidly growing cities 
has developed this threat; perhaps the 
school must take the lead in struggling 
against this insulation. 


False idea of freedom 


Finally, our children need protection 
from the engaging and widespreac no- 
tion that democracy in some way allows 
an especial sort of individual freedom. 
Well, in a way it does. But the laws 
of a democracy differ from those of 
other forms of organization in the mode 
of their formation—not in the extent or 
the sureness of their application. For 
democrats there are few more tragic il- 
lusions than this one, that because one 
has freedom in casting his vote he has 
equal freedom in choice of attitude 
about the adopted policy. Certainly 
one of the important objectives in both 
the home and the school is this matter 
of teaching children the sanctity and 
the power of the accepted decision. 


Quatitres To BE DEVELOPED 


And there are perhaps five positive 
objectives—those things for which the 
children in a democracy should be pre- ' 
pared. 
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Tolerance 


This form of society cannot success- 
fully persist without a high degree of 
tolerance among its members. Prob- 
ably theoretically there can be no such 
thing as tolerance. Seeing and ac- 
cepting another’s point of view as to life 
goes well enough in the field of hope, 
but actually it is probably an impossi- 
bility. One accepts the existence and 
the implications of these other points 
of view rather than understands them. 
We must also consider the possibility 
(as noted above) of the existence of 
marked intolerance in a democracy but 
of ruling out of the field of voting those 
areas within which the intolerance ex- 
ists. This is not merely an academic 
question, because in a great democracy 
there are actually areas of intense in- 
tolerance, and there is no practical hope 
that they can be eradicated. For in- 
stance, could matters affecting racial 
status be rigorously ard honesily re- 
moved from the realm of the vote? 
This does not seem to be a very good 
solution to a basic sort of personality 
and adjustment problem, but perhaps it 
is the best that we have. 

This matter of tolerance is seriously 
complicated by the difficulty that we 
wish to give each child a beginning pe- 
riod in life in his own family. There 
is perhaps no form of social organiza- 
tion so poorly conceived as tae family 
for the development of tolerance. Con- 
versely, the opposite is quite gloriously 
true—that if the members of a family 
can develop and maintain tolerance for 
one another, as in a great many in- 
stances they do, then they certainly can 
easily retain this tolerant point of view 
in any other situation. Do we, in a 
democratic society, put the child 
through his toughest and most trying 
experience first, in the happy knowledge 
that if he survives that he can survive 
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most anything? Parents naturally view 
their children as answers to certain 
needs and yearnings in their own lives. 
A child guidance man often wonders 
whether he would have any work at all 
if there were real tolerance in every 
family or if the age differences in any 
family were not so marked as to invite 
the fullest expression of intolerance. 

Here, then, lies an objective that 
challenges our most serious effort. “In 
the field of adult education we are al- 
ready moving a little towards teaching 
to parents the right of the child to his 
own personality. And the basic matter 
involved is the very important one of 
ennobling the family. One of the seri- 
ous threats tc family life at the present 
time lies in the extent to which adults 
feel that the inroads of various social 
institutions have made the problems of 
rearing children and of family relation- 
ships sterile of challenge or interest. 
We must demonstrate to the family that 
it is the threshold to democracy and 
that it offers the most intricate of tasks: 
to each adult in the matter of the proper 
growth of individuals into the demands 
of citizenship. It is to be admitted that 
this family job is now much more in 
terms of what we mean to other persons 
than of what we do for them, but this 
very lack of tangibility makes the prob- 
lem only a more difficult and challeng- 
ing one. 


Leadership 


A second objective is that of prepar- 
ing certain children for leadership. 
While we aze constantly raising the low- 
est levels of education and opportunity, 
we must recognize the great importance 
of education for leadership. During the 
infancy of our democracy it was as- 
sumed that crises would develop their 
own leaders—that these proper persons 
would somehow rather spontaneously 
rise out of the group. We are also still 
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under the spell of the notion that jobs 
should be handed around. 

Why hasn’t this childish or criminal 
(either, as you wish) lack of prepara- 
tion of leaders and for leadership long 
since brought our destruction? Perhaps 
because here, once more, we have the 
picture of a plausible or even air-tight 
theory which life itself jauntily shatters. 
What peace would there be in the life of 
any clinician if his patients didn’t imp- 
ishly toss about his most intricate and 
cherished theoretical bric-a-brac! Or 
perhaps we have actually pr2tty com- 
pletely gone to the devil as a Gemocratic 
form of organization. Many persons 
hold to this view. Or pehaps we have 
run along fairly successfully because we 
have practically never met any really 
serious problems. 

The fourth answer (perkaps the 
soundest) lies in the fact that a large 
percentage of the commercial (and 
other) organizations in this country are 
democratic in conception, so that there 
- is wide everyday sensitization of persons 
to the existence and (perhaps) problems 
of democratic leadership. Admittedly, 
we have a well-established fear of the 
control of government by business, and 
a long-standing suspicion of the motives 
of the business man; so that, despite his 
ready-made adaptability for the job, it 
is probable that with us at the present 
time there is small chance of his being 
chosen into political leadership. 

The imperative matter of raising the 
total level need not preclude (1) con- 
stant effort to assay the peculiar prob- 
lems of democratic leadership, (2) every 
attempt to discover individuals who pos- 
sess qualities that might be most easily 
trained to fit this “job analysis,” and 
(3) concentrated effort to provide train- 
ing for leadership beginning in late 
adolescence. 


Capacity for defining values 
A third objective is the preparation of 
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children for the democratization of 
values. The spiritual surges which led 
to the rapid spread of democratic forms 
of government a century and a half ago 
did not burn themselves out with those 
developments. Democratization has 
rapidly spread from the forms of organi- 
zations to the values back of those 
forms. What has so frequently been 
called the crumbling of some of our vari- 
ous institutions (notably the family and 
the church) has been really in large 
measure the transfer of their value— 
giving functions over to the individuals 
within them. 

If our forefathers but squeezed them- 
selves into the structure of such institu- 
tions, the bothersome questions as to 
why they should do so, what were the 
really worth-while goals, what it was all 
about—these were already answered. 
Now the cry that these institutions pos- 
sess the key to the final and immutable 
answers pretty much falls on deaf ears. 
Like overstuffed children at a Thanks- 
giving dinner, the citizen calls for more 
goodies. 

Perhaps we should point out to chil- 
dren that they will do well to digest 
their conquest of the form of democratic 
organization before trying this next (so 
much more difficult) adjustment. It 
seems that this goes too much against 
the grain of what is actually happening 
—whether some of us really like it or 
not. 

Can we give children some sensible 
preparation for this rapidly growing 
democratization of the values in living? 
This is probably very largely a task for 
the school, and, indeed, represents per-’ 
haps its most serious present challenge. 
If the school has been “helping John to 
find a job,” now it must begin “helping 
John to find himself.” 

Obviously, these are not mutually ex- 
clusive goals, though they involve a sort 
of reversal in the present curriculum. 
One takes literature as an example—but 
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the same principle is applicable to arith- 
metic, history, and the other subjects. 
Essentially, now we begin the child at 
the level or our great literature hoping 
that somehow he will discover that these 
volumes are only the most beautiful and 
dramatic picturizations of the problem; 
of his own life and neighborhood. Th: 
need is to start with these same prob- 
lems, their imminence, persistence, ani 
omnipresence, and finally to lead the 
child to the cherished bits of literature 
which express them so well. 

In many nursery schools and even in 
some of the more formal school setups 
there is slowly developing stress upon 
schooling as a “way that children live 
together.” The spread and strengthen- 
ing of this process is a very necessary 
objective. 


Capacity for growth 

And we must prepare chilcren or 
growth. A democracy is really nothing 
more than a form of social organizat.on 
built upon a certain way of arriving at 
decisions. It begins, lives, and ends as 
such. It, itself, does not grow or de- 
velop. There are, however, three im- 
portant ways in which the concept 
“srowth” would seem to be applicable 
to a democracy. 

1, There must be a certain time lag 
between the point of application oi an 
idea or method and the point at which a 
majority of the electorate is willing to 
accept that fact. This sort oi ripening 
or maturing process on the part of the 
electorate gives the impression of 
growth; and, indeed, it is growth, but 
rather of the citizenry than of democ- 
racy. It still leaves us with perhaps the 
knottiest of all problems in education— 
the matter of teaching a respec: for 
growth and change. 

2. Then there is the flowing inter- 
change between those matters which are 
best subject to vote (policy) and those 
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appropriate to expert decision and exe- 
cution. Our own rapid growth in size 
and complexity and our rapid assump- 
tion of areas of control by the govern- 
ment have made this factor of growth an 
important matter. In preparation for 
this the child usually rather brusquely 
learns in his family life that there are 
large and important areas of living that 
are not decided by majority vote. This 
is not so much a plea that the school in- 
crease the areas of decision that are to 
rest upon the majority vote of those af- 
fected (though steps in that direction 
are wise) as that it somewhat more hon- 
estly point out to the child those areas 
within a democratic framework which 
must te decided upon and administered 
by the expert. 

3. In a third way there is this mirage 
of growth. Democracy requires of its 
members considerable emotional ma- 
turity. Thus what is often called the 
growth of the democracy is only really 
the demand for growth of its members. 
We must give young children experi- . 
ences in democratic ways of arriving at 
decisions, and the child from sixteen on 
the opporturity to participate construc- 
tively in the workings of democracy. 
We dare not continue to teach our 
youngsters the duties and the privileges 
of this great co-operative enterprise and 
then fail to give them an opportunity to 
live out these things. 


Conjormity to law 

Finally, there is what has been called 
“the dilemrna of consent and conform- 
ance,” covering the problems arising out 
of having zreedom of choice in voting 
but ro freedom of choice in conforming 
to those matters decided upon. Here is 
a task for both home and school, but 
probably particularly for the latter. It 
must be obvious that the rapid growth 
of our country, its size and diversity, 
would make this a particularly serious 
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perplexity for our group. Moreover, ex- 
cept in situations of serious crisis, our 
citizenry has tended to allocate to itself 
something of the same freedom of choice 
in obedience to a law that it rightfully 
had in the making of that law. Here, as 
elsewhere, we see certain dilemmas 
which are so serious as to explain why in 
times of real stress we largely o7 entirely 
abandon the democratic organization. 


Wuar May Wer EXPECT or CEILDREN? 


There is one further group of objec- 
tives—those matters that we may ex- 
pect of children in a democracy. These 
are difficult to formulate. We are rap- 
idly learning that we can expect no more 
from children than whatever our own 
way of living, our own goals and visions, 
challenge in them. There is the further 
problem coming out of our growing ac- 
ceptance of the child’s lack of respon- 
sibility (in the legal sense of the term). 


Loyalty to our ideology 


` To what extent can we ask the child 
to give his loyalty to our ideology? Be- 
cause our forefathers established a cer- 
tain form of government, is it to be 
maintained willy-nilly, or is it itself a 
part of the democratic process that we 
leave it to the child to settle his own 
allegiance as he grows into the elector- 
ate? The psychiatrist is sure that the 
only efficient way in which to evoke the 
child’s loyalty to our ideology is through 
making it attractive to him. “Attrac- 
tive” is not used here in the sense of 
momentary enjoyment. Children wel- 
come sacrifices and those goals and 
visions that call upon the best they can 
give. They are never far from the tenet 
that one finds himself by losing himself. 


Development of a faith 


There is the need that these children 
shall develop some sort of faith. In- 
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deed, the time may come in which we 
shall not ask too meticulously just what 
ideology these children shall follow, as 
long as they do have some faith, some 
frame of reference within which the vari- 
ous items of life obtain a meaning. Per- 
haps we can never go any farther than 
to point out to children the need for the 
development of some such faith. Nor 
are we doing this at the present time. 
Family procedures differ, but most 
schools assiduously begin in their lowest 
grades to teach the child that he is to 
believe only that which he can prove. 
A thorough and early conditioning of 
the child to the rigors and the values of 
the scientific method is highly desirable, 
but this is hollow if the individual does 
not recognize that even the simplest of 
scientific procedures entails a hypothesis 
—a frame of reference not subject to 
proof. 


A sense of responsibility 


Can we ask of the child a certain 
sense of responsibility for his part in the 
total situation—some contribution to 
whatever he expects to attain in life? 
This is really no more than the cictum 
that one gets no more out of life than 
he puts into it. There is widespread 
criticism of the youth of today on pre- 
cisely this score—its lack of a sense of 
responsibility. Some, perhaps all, of 
this is only the age-old habit of criticiz- 
ing those who are growing up. Prob- 
ably the matter runs deeper than that. 
Children of this generation have rela- 
tively little training in cause and effect. 
This is not a new, but it is certainly a 
markedly intensified, phenomenon. It 
is due to the marked shortening of the 
arc of life. Food, clothes, all thet we 
touch or experience each day comes 
from nowhere—goes nowhere. 

How important this is for the future, 
I do not know. Perhaps new measure- 
ments of cause and effect will be built; 
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perhaps there will be effective replace- 
ments for the experience of watching the 
food of the table, the materials of the 
building, the clothes, through a fairly 
wide arc of cause and effect. This 
would seem to be a necessity in this ob- 
jective of the development of a sense of 
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responsibility. Each one’s recognition 
of tae part that he must play in the 
drama, of the price that he must pay for 
his freedom and his privileges—this is 
terribly important. But it must rest on 
a taoroughly grounded and realistic 
childhood experience in cause and effect. 
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Are We Doing Too Much for Our Children? 


By Roy HELTON 


HE protection and education of our 

children is one of the prime duties 
of civilized life, as it is of all life; but 
if that were the chief purpose of civ- 
ilization, it would be very hard to de- 
fend the thesis that man is any improve- 
ment over the wildcat or the Elackbird. 
Sound health, strong competent bodies, 
and alert minds are gifts which each 
generation of men should desire, and 
struggle if need be, to pass on to their 
young, for that is the equipment needed 
for grappling with the problems of life. 
Everything else is relatively unimpor- 
tant. 


Tse PROTECTIVE INSTINCT 


Children come small into the world, 
and helpless. Our instinct to protect 
them is probably little different from 
that in birds and cats. It is an urge as 
{fundamental as that of sex or hunger. 
This does not mean, however, that the 
instinct to cherish our children is any 
more free from the dangers of perver- 
sion or exploitation than the instincts of 
sex or hunger, both of which are grossly 
perverted and exploited in modərn so- 
ciety. 

In more primitive days than our own, 
when the birth rate was high, an ex- 
cess of parental affection was guarded 
against by the mere numbers of the 
young; but today, and particularly 
since 1921, when our birth rate began 
its rapid decline, an opportunity has 
been afforded for an excessive concen- 
tration of human interest on the welfare 
of our offspring. 

That universal sentiment of modern 
parents, which came into effective action 
about a generation ago, “I don’t mean 
my children to have to go through what 
I went through,” was never a very 
sound emotion. Its operation has re- 


sulted in a dominance over American 
middle-class life of the interests and the 
emotional and cultural levels of the 
young which has done nobody any good. 

When, in a great state like Pennsyl- 
vania, to use that single example in lieu 
of exact national data which we do not 
possess, the births have declined from 
229,000 in 1921 to 161,000 in 1939, 
some reascnable explanation of that loss 
has to be found. But there is no deep 
mystery in the fact, as it stands. Chil- 
dren nowadays appear on earth more 
and more in response to demand; but 
the demand is declining, and it is declin- 
ing because of the high cost of attending 
to the needs, the wants, and the culti- 
vated desires of youth—a cost not alto- 
gether economic. 

No one questions that the children of 
today are more sensibly clothed in the 
summer time, are more free of prudery 
and shyness, and are more alert to traf- 
fic hazards than were their parents. 
They are taller, stronger, and enjoy a 
blessed freedom from many epidemic 
diseases that actually decimated our 
infant population only one generation 
ago. They have better lighted and far 
more interesting schools. They have 
fewer natural playgrounds, but, in com- 
pensation, more supervised and imple- 
mented playgrounds, and are, on the 
whole, a more healthy-minded lot than 
the children of 1890. So much is in the 
direction of progress. But a careful 
consideration will show that most of 
this progress is confined to the events 
of the first ten years of their lives. By 
age eighteen, adverse factors have be- 
gun to operate. It is what happens af- 
ter the tenth year that puts children 
out of the price range of the average 
urban family. 

It is generally contended that we can- 
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not do too much for our children, sinze 
they are life’s most precious possession 
and the key to all the hopes of man- 
kind. In part this is true, but only 
if among the things we can do for our 
children are included letting them alone 
when they need letting alone, allowing 
them to make mistakes and to expe- 
rience hardship when that is the only 
way they can gain strength and convic- 
tion, and in short, treating them not Lke 
precious possessions, but like people. 

It is extremely deceiving to our sense 
of value to repeat, world without end, 
that very modern cliché that our cail- 
dren are the only hope for the future 
of mankind. If that were true, which 
it is not, such an admission of futility 
by our present mature generation wculd 
hardly qualify its members as instruc- 
tors and preceptors for these heirs of 
the future. We cannot get clear of re- 
sponsibility quite so easily as all that, 
though unquestionable we are inclined 
to do so, and far overweigh the impor- 
tance of our children in the schem2 of 
things to evade the necessity for prop- 
erly measuring up to our own impor- 
tance in the scheme of things, by 
making conditions better in our own life- 
times. We prefer to teach our children 
rather than show them, and to prop the 
future against them rather than against 
ourselves. That impulse is a form of 
self-deception. The fact is that it is 
we who are the hope of the world. and 
not our children; and that is the only 
point of view in which there is any hope 
at all. 


EMPHASIS WRONGLY PLACED 


Are we doing too much for our chil- 
dren? If the “we” in that quastion 
means the American urban famly of 
moderate income—the class which con- 
tributes readers to Tae AnNNaLS cf The 
American Academy, the answer is very 
definitely, Yes. We are. We are doing 
too much of wasteful and unnecessary 
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things, and as a consequence not enough 
of the one necessary thing—so raising 
our children zhat we can have enough 
of them to replace ourselves in the world 
when we are gone. I have mentioned 
the fact, which we all know, that the 
upbringing of a child has become a mat- 
ter of such inconvenience and expense 
that fewer and fewer couples undertake 
the rearing of more than two children, 
and tnat those who do, frequently live 
to regret bringing into the world young 
humana beings who do not enjoy the ad- 
vantages to which all our young have 
become accustomed. This reluctance is 
not a degenerative symptom, but rather 
evidence of a rising standard of living 
which has been allowed to elevate wrong 
end first. 

Advertising, bringing to bear on every 
woman the pressure of advancing stand- 
ards in the clothing, the grooming, the 
amusement, and the education of her 
children, necessarily compels a limita- 
tion of family size wherever the tech- 
nique of family limitation is understood, 
In a battle between babies and bill- 
boards, the billboards have won. That, 
of course, is a process which has limita- 
tions. We can overemphasize children’s 
wants until children pass out of exist- 
ence, and that process finally limits all 
consumption and all effort at economic 
progress, 

For most people choices are already 
critical, and the line-up of those choices 
begins to appear. Will we, for instance, 
have more and better clothes for our 
young and in every respect humor their 
inferiority complexes, about which they 
have become informed, and keep them 
up to the little Joneses, or will we our- 
selves keep up to the big Joneses? That 
is the choice. In short, which are the 
mcre important—the social standards of 
the younger set, or the social standards 
of their parents? And not only social 
stendards but progress of every kind. 
This is a matter of larger moment than 
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appears on the surface, for certainly no 
great civilization can be expected to 
maintain itself on the theory that the 
desires, or even the special prides, of 
the young are of more importance than 
those of their elders. 

In the recent United States Depart- 
ment of Labor Bulletin on Family Ex- 
penditures in Chicago there appear two 
items of some significance in this con- 
nection. In all type-five families re- 
ported on by this sampling survey (that 
is, all families having one child under 
sixteen, and one or two others regardless 
of age), the clothing expenditure for the 
children exceeds that for husband and 
wife combined, in all income groups up 
to those with an annual income of 
$7,500 a year. In all families of three 
or four persons including one person, 
other than the husband and wife, six- 
teen years of age or older, and one or 
no other person, clothing expenditures 
for the other person or persons exceeded 
that of either husband or wife up to 

- the same income level. 


INDICATION OF DECADENCE 


That these facts are not astonishing 
is the most astonishing part of the whole 
picture. The average man has come 
to accept it as a matter of course that 
the principal wage earner of a family 
will receive Jess benefit from his wages 
than do his children. It is the lot of 
man that it should be so. But that is 
not likely to be the lot of man in a 
progressing civilization. In nə age of 
the world have children been the di- 
rectors of culture or the leaders in hu- 
man progress. Any civilization in 
which they are absorbing too much of 
the economic surplus is probably aban- 
doning culture and losing its incentive 
to progress, and all from the best mo- 
tives in the world, but motives perverted 
by marketing pressure exerted on 
women or through the avenues of their 
largest interest. 
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We all know that our advertising, 
which no one can accuse of not being 
intelligent, is making more and more of 
a purely juvenile appeal in the sale 
of articles involving large expenditure, 
including automobiles (now frequently 
sold on the appeal that your son or 
daughter will be proud of old Dad if 
he buys a So-and-so car), family heat- 
ing devices (now sold on the appeal that 
their use will make possible a game 
room for the kiddies in the cellar}, and 
of course numerous smaller items such 
as Sunday papers (now sold on their 
volume of comics and frequently adver- 
tised on that basis alone). 

So, as to matters of expenditure the 
problem involved for us is real, though 
it is not precisely that specified at the 
head of these notes. It is not that we 
do too much for our children, for we all 
agree that their health and education 
are vital responsibilities not yet fully 
discharged, but rather that we do permit 
them to do too much to us. We allow 
them to direct our taste in amusement, 
to control our time, and to determine 
our outlays. They compel us to insist 
on easy courses for them in their 
schools, and to badger educational au- 
thorities, not for the parental aim of 
better and more intensive education, but 
for the adolescent aim of better football 
teams. In short, they have so far taken 
over that a growing characteristic of 
modern life for the past twenty years 
has been not its youthfulness but its 
juvenility. 

With limited resources for research in 
medicine and dietetics, we know today 
little or nothing as to the proper food 
for adults of advancing years, who form 
a majority of our people, and we have 
done little or nothing to improve life 
expectancy after age fifty. Such facts 
may well be accepted as a proper em- 
phasis on those young lives which are 
incapable of proper care of themselves. 
But in other directions, the increasing 
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and commercialized clamor of the young 
and our commercialized nepotism ate 
forces which the adult must fight and 
fight endlessly if he desires to live in a 
healthy civilization or to provide one 
for his offspring. 


INCOMPETENCE OF CHILDREN 


Despite all sentiment, our children 
are not competent to possess such social 
authority. Their abilities do not sur- 
pass our own at age eighteen, and th2ir 
judgment has not been hardened in 
more purifying fires. Their eyes, it is 
true, are better trained. They can 
handle an automobile as competently as 
their parents handled a bicycle; but 
there is a difference between the two 
vehicles. A bicycle is a person on 
wheels. An automobile is a house on 
wheels, and the sense of equality and 
even superiority to the adult which this 
new vehicle engenders in ‘ts juvenile 
operator has made relatively easy zhe 
conquest of other family functions. 

Why skould I (for instance) I, Rich- 
ard Roe, who can drive to high schoo! at 
fifty miles an hour, be subjected to a 
spelling lesson, to trigonometry, or to 
Boyle’s Law like a mere child? The 
answer, of course, is simple. You are 
still a child, Richard, though your par- 
ents, under influences too strong to be 
resisted, have given you powers pos- 
sessed by few men or women forty yars 
ago, and having let you dominate a ton 
of machinery, and having built up in 
you an amour propre consistent with 
that power of high-speed locomotion and 
with sending adult pedestrians scurrying 
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to curbstones, also, perforce, surrender 
themselves to your supplementary de- 
mands for garments appropriate to your 
authority, and privileges adequate to 
your desires. But meanwhile you are 
still a child, in a world which is eco- 
nomically geared to a slow maturity, 
while its commercialized recreations are 
geared to a rapid maturity. 


INJUSTICE THROUGH OVERINDULGENCE 


Consequently, while‘the Richard Roes 
and their sistars are today the arbiters 
of our fashion and the lords of our 
economy, to maintain this impossible 
status we must rob Richard of many of 
his normal expectations, including that 
of having children himself, and also of 
having mature and intellectually pro- 
gressive parents. In fact, we are keep- 
ing America a world of youth only by 
eliminating some 30 per cent of the 
young altogether, and by preparing for 
those we do rear, a mounting problem of 
debt to face when their show is over. 


An era of plain clothes for the young, 


an era of the divorcement of youth and 
gasoline, an era in which active and self- 
generated recreation replaces our pres- 
ent passive, commercialized, and auto- 
matic recreation is necessary as a prime 
condition, as the very beginning of a 
program for justice and intelligent help 
of our youth, in meeting the grave prob- 
lems life is certain to present to them. 
Today we rob them of their future be- 
cause we are too tender to deny them 
anything they now demand. We pity 
them, as we pick their pockets. We do 
too little for our children because we 
give them tco much. 
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Murs, WALTER Why Europe Fights. 
Pp. vi, 277. New York. Wiliam Mor- 
row & Co., Inc., 1940. $2.50. 

If the events of a few years ago are the 
least known and the most commonly for- 
gotten, this popularized record of the post- 
World War era will remind the reader of 
the two decades that he just a day behind 
us. Without attempting completeness, and 
disclaiming any contribution to history, 
Mr. Millis reviews ın readable style the 
ascent of Hitler and Mussolini, the forma- 
tion of the Rome-Berlin axis, and the ag- 
gressive policy of those two dictators in 
Africa and Central Europe. At bottom the 
war came, he suggests, because of fear, 
jealousy, and hatred, of tremendcus arma- 
ments ready to be used, of directly con- 
flicting ideas between which there was no 
ground for compromise. The British and 
the French were tired of crises, of sur- 
render, of perpetual fear, unrest, uncer- 
tainty. 

As if reviewing significant newspaper 
headlines through the years (stressing, pzi- 
marily, German and Italien developments), 
“we note in succession the events from the 
League’s early hopes to make armaments 
and strategic frontiers less important, to 
the Italo-British near-war that enabled Hit- 
ler to send his troops rumbling across the 
Rhine bridges, and finally to the cutbreak 
of war, when events came in rapid se- 
quence after the fall of Austria, territorial 
keystone of the peace treaties. Italy was 
a little slow in finding her landing place in 
a world she had helped to muddle; the 
Spanish civil war by October 25, 1936 may 
have led Italian and German diplomats to 
divide Europe into spheres of interest, a 
kind of Axis Monroe Doctrine now applied 
to extensive areas of great-power regional 
supremacy, as publicly announced with the 
1940 Italo-German-Japanese military alli- 
ance, 

Critical readers will note slips, such as 
Versailles’ turning over the Saar mines to 
French “ownership.” The author over- 
looks Turkey’s reaction to Rhineland re- 
militarization in requesting an end to the 
demilitarization of the Straits, and he also 


ignores the Roosevelt pleas in the later 
crises. One questions whether the hidden 
story of Italy’s march cut of Corfu should 
not be explored, and whether ‘ Europe” 
really collapsed along with the League of 
Nations. Not all the technical details of 
a given problem are included; this is 
simply an interesting collection of side 
lights on the events we are led to recall. 
VERNON J. PURYEAR 
University of California í 


Nıcorson, Harotp. Why Britain Is at 
War. Pp. 160. New York: Penguin 
Books Inc., 1940. 25¢. 


The essential point for Nicolson’s con- 
ception is a comparison of Hitler with a 
crook named G. I. Smith who induces his 
successive brides to praise his good inten- 
tions, displays greatest solicitude regarding 
their health, murders them, and consoli- 
dates the inheritance. Accordingly, the 
book concentrates almost entirely on the 
personality of Hitler and his opponents. 
In this conception there is no room for a 
characterization of the original social struc- 
ture and the terroristic nature of the Nazi 
movement, or of its causes and conse- 
quences. It remains unexplained why 
Hindenburg handed over the power to a 
Hitler. 

A sign of the author’s independence is 
his sharp reprobation of the “Munich” pol- 
icy. “Having by these means obliged the 
Czechs to surrender their own . . . Hberty, 
Mr. Chamberlain . . . flew to meet Herr 
Hitler . . .” (p. 83). In the words of his 
simile: Hitler-Smith has cleverly succeeded 
in making the friends of the victim ac- 
complice to the murder. But Nicolson 
does not mention Chamberlain’s crowning 
deed of handing over the Czech gold in 
Basel to the Nazis. His characterization of 
Chamberlain is excellent: “The line to take 
was to talk to the Dictators as man to man, 
... to try to satisfy their reasonable aspira- 
tions; and meanwhile not to annoy or irri- 
tate them ... by any too overt sympathy 
with provocative things such as collective 
security, the League of Nations, the inde- 
pendence of small countries .. .” (p. 105), 
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However, these explanations do not seem 
satisfactory. A social problem as eminent 
as that represented by National Socialism 
and the reaction to it cannot be explained 
by such individualistic arguments, To this 
end, economic and mass-psychclogical 
methods have to be employed—and these 
are missing in Nicolson’s book, or they are 
erroneous: there was no “sweeping vic- 
tory” of the Nazis in the elections of 1933 
(p. 29), nor have the Nazis succeeded in 
building a classless state (p. 31). 

The book ends with a conception of the 
United Siates of Europe as war aim. But 
no allusion is made to the necessary 
changes in the present economic founda- 
tions opposed: to this new world. 

E. J. GUMBEL 

University of Lyons, France 


Jacxgson, J. Hamppen. Finland. Pp. 243. 
New York: The Macmillan Co., 1940. 
$2.00. 

Exuiston, H. B. Finland Fights. Pp xiv, 
443. Boston: Little, Brown & Co., 1940. 
$2.75. 


These two timely volumes appeared while 
the smoke of battle was still over Finland. 
They emerged to interpret the historic past 
and the heroic present of as brave a pes- 
ple as modern times have seen. Together 
the studies furnish the rational foundatiors, 
based respectively on excellent scholarship 
and ace reporting, for the instinctive sym- 
pathies of the Western world with the gal- 
lant, self-sacrificing Finns. They do moze. 
They give adequate historical perspective 
and careful, meticulous documentation of 
the present. They give a truthful, total 
picture. 

Writing specifically for an English-speak- 
ing public, to provide the indispensable 
links between the history of Finland and 
that of Western nations, Mr. Jackson pre- 
sents sympathetically and with insight the 
saga of the Finnish people down through 
the centuries, consistently interpreting their 
role as purveyors and defenders of the 
values associated with Western civilization. 
His is a terse and balanced, incisive narra- 
tive, based on the long view and culminat- 
ing with a well-rounded exposé of Finland’s 
cultural, economic, and political achieve- 
ments down to the eve of the war with 
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Russia, Finland’s stature grows, quietly, 
stubbornly, under his clear-cut, chiseled 
craitsmanship. 

Mr. Ellistor’s volume, fiercely contem- 
porary, was written in the tense atmosphere 
of the Russo-Finnish conflict and bears its 
full impress. It is the work of a first-class 
journalist, correspondent for the Christian 
Science Monitor, who saw on the spot the 
actual happenings of which he writes, and 
faithfully recorded them, with all their hu- 
man quality. The fact that he was privi- 
leged to obtain from the lips of Mr. Paa- 
sikivi, Finland’s principal negotiator, and 
from the diaries of Baron A. Yrjö- 
Koskinen, Fin'and’s Minister to Moscow, the 
detailed, authentic accounts of the Finno- 
Sovie: negotiations in the fall of 1939— 
narracives far more intimate and revealing 
than the official data disclosed in the Finn- 
ish White-and-Blue Book—gives to the vol- 
ume a place of extraordinary importance 
regarding the hinterlands of the Soviet war 
on Finland. The buttressing official docu- 
ments, not found elsewhere, add to the 
book's interpretative significance. While 
there is a quality of exuberant, almost 
lyrical fervor to the characterizations of 
Finland’s leading figures, the comparisons 
with historic American personages are 
basically deserved. In his analysis of Finn- 
ish character and national psychology, Ellis- 
ton exhibits unusual acumen. The col- 
lateral picture of Scandinavian paralysis 
under German pressure throws strong light 
well ahead of the facts on the impending 
spread of the war into Scandinavia. 

Despite an incorrigible optimism which 
hoped for the “miracle” that did not hap- 
pen, Elliston’s volume deserves a favored 
place in the chronicles of the events of the 
Second Werld War. Together, the two 
studies go far in interpreting the value and 
significance to Western civilization of Fin- 
land's struggle—values sensed as much at 
Quito and Washington as on the Karelian 
Isthmus and the bleak shores of Petsamé 

MALBONE W. GRAHAM 

University of California at Los Angeles 


CHIANG KAI-SHEK, MADAME. This Is Our 
China. Pp. 312. New York: Harper & 
Brothers, 1940. $3.00. 

Identical with China in Peace and War, 
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published in England contemporaneously, 
This Is Our China is a work nctable from 
many angles, and one which must appeal 
to a variety of readers. No Chinese of this 
generation is better qualified thar its author 
and few are equally qualified to analyze 
and portray conditions in the country and 
among the people discussed. As does, from 
time to time, Dr. Hu Shih, China’s pres- 
ent Ambassador to the United States, and 
Dr. Lin Yu-tang, his country’s most popu- 
lar publicist in the West, Madame Chiang 
adversely criticizes her co-nationals and 
their partly antiquated and vena. customs, 
while simultaneously demonstrating the 
glories of their past and their renascent 
virility, which latter since 1919—and more 
particularly during the past thre: years— 
has proved so unbalancing to the equi- 
librium of their neighbors across the east- 
ern and the Yellow seas. “Our dilatoriness 
to date has really been largely due to the 
fact that our national characteristics never 
have been given a proper airing, or scrub- 
bing, or dry cleaning; never have been 
pegged out on the line, so to sp2ak,” ze- 
marks Madame, who by her phraseology 
reflects facets of her several years of edu- 
“cation in the United States. “But there is 
one thing that I am devoutly hopeful 
about, and that is that the terror and the 
death and the burning that have been un- 
ceasingly inflicted upon us since July 7, 
1937, w-ll not have been in vain so far as 
a readjustment of both our national out- 
look and our international attitude is con- 
cerned. Were it all to be in vain it would 
be just as ghastly a catastrophe, in a wav, 
as the one we are now enduring.” 

The work is divided into seven sections: 
What China Is Thinking Today; Progress 
in China; New Schools For Old; Leaves 
From A Book Of Travels; My Faith; A 
Tale Of Old China; and China In Wartime. 
Each division has material which begs to be 
quoted. “Little Sister Su,” whose gestures 
indeed suggested “willow leaves in the 
breeze” end whose movements truly be- 
spoke “delicacy and precision,” is a love 
tale of the Sung dynasty full of charm and 
one which presents the author in a new 
guise, that of the literateur. 

The clear-cut declarations in the chapters 
entitled “What Religion Means to Me,” 
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“Christianity in an Awakened China,” and 
“Missionaries in China,” will bring quiet 
satisfaction to great numbers of Chinese 
and non-Chinese both at home and abroad. 
The inquirer concerning the part being 
played by women in contemporary China 
will find a deal of value in the chapter 
“Mothers of China” and elsewhere in this 
volume, The same inquirer may be struck 
also by the difficulty in naming women in 
any of the totalitarian states equal in 
mental, moral, and social stature to Ma- 
dame Chiang, Mrs. Roosevelt, and Queen 
Elizabeth, of their respective democrati- 
cally inclined lands. 

Of particular interest to Americans is 
“An Open Letter to Alma Mater” by 
Wellesley College’s most distinguished Chi- 
nese alumna—also “Japan’s Continental 
Policy a Peril to the World” and “Are 
Treaties Dead?” Most obviously thrilling, 
of course, is Madame Chiang’s eye-witness 
account of a Nipponese air raid, which be- 
gins: “I am writing this while I sit waiting 
for the Japanese air raiders to come. The 
alarm sounced fifteen minutes ago. I came 
outside as I always do, to watch the raid 
and more particularly to observe how our 
defense is conducted. When the planes 
arrive, I will write down in order what I 
see.” And she does! Excellent illustra- 
tions add interest to this work the royalties 
of which are being devoted to Chinese war 
relief including the care of the “warphans” 
created as a result of Nippon’s “trying to 
‘beat China to her knees,’ in fulfillment,” 
as Madame Chiang declares, “of the openly 
expressed threat of the Premier, Prince 
Konoye.” 

Hartey FarnswortH MacNam 

University of Chicago 


Sutton, Ertc (Ed.). Gustav Stresemann: 
His Diaries, Letters, and Papers. Vol. 
TI. Pp. v, 636. New York: The Mac- 
millan Co., 1940. $6.50. 

On April 25, 1928, a correspondent of the 
Taegliche Rundschau wrote that it was im- 
possible to get a hearing Zor the Foreign 
Minister, since the Nazis had broken up 
the meeting. The Foreign Minister of Ger- 
many was Gustav Stresemann, who shared 
the Nobel Peace Price with his good friend, 
France’s Aristide Briand. In this volume 
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we see the final achievement of a life, the 
gradual transformation from a monarchial 
nationalist to a German European, a cham- 
pion of the middle class whose spiritual 
growth was equaled only by his capacity 
for honest work. 

Stresemann gave the German Republic 
more freedom than anyone else, and that 
against the stoic opposition of both the 
former enemies of Germany and German 
nationalists (League of Nations, repara- 
tions settlement, Pact of Paris, Rhineland 
evacuation, and so forth). Even Musso- 
lini recognized the genius of Stresemarn 
when ke wrote that his “name will be in- 
dissolubly connected with the most inten- 
sive and fruitful period in German recon- 
struction.” He abhorred regimentaticr, 
self-sufficiency, the “omnipotence of au- 
thority,” and indeed prophetic were his 
words regarding prestige-mania, the import 
of psychology, and the split personality of 
Bolshevism (Communism-Nazism) of a 
paralyzed, pauperized people. Stresemann 
and Briand—and here are the first pub- 
lished reports on the famous Thoiry meet- 
ings between them—engaged in a new 
Realpolitik, the politics of frankness and 
simplicity. But it was already late, since 
still there were Poincarés and already there 
was a Hitler, 

But strangely enough the spirit of reascn 
reigned not in all hearts; revengeful Ger- 
mans hated it as much as did Frenchmen 
who could not forget! It has been rumored 
that Stresemann tried to double-cross Eng- 
land but that Herriot forestalled any wni- 
lateral negotiations. There is nothing to 
substantiate this claim. On the contrary, 
we find a man struggling continuously 
against anything approaching duality of 
purpose or ambiguity of action. Broken 
in health—no little due to the constan: ag- 
gravation by the “national opposition’ — 
he retained his youthfulness of mind, a con- 
tagious optimism, a will for co-operauion 
and peace that was all-transcendent. 

Stresemann is now erased from German 
life, when the spirit of revenge again reigns; 
but his is a dispassionate recognition cf the 
honesty of his purpose and mind to bring 
to Europe a permanent peace with equal 
justice and honor. With Treitschke: “A 
nation will be judged and weighed by the 
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personality who stands at its head”——I will 
pray for a German nation with a Strese- 
mann at its head! A distinct vote of 
gratitude to Eric Sutton, whose selecting- 
editing-translating is excellent, and thanks 
also to the publishers for giving us this 
record of a man who led Europe to the 
brink of—peace, but for patriae inserviendo 
consumer. 
Borts Erica NELSON 
Brooklyn, New York 


Carr, E. H. Britain, A Study of Foreign 
Policy jrom the Versailles Treaty to the 
Outbreck of War. Pp. ix, 196. New 
York: Longmans, Green & Co., 1940. 
$2.00. 

This handy survey of Great Britain’s 
foreign policy “between two wars” has been 
written by a former member of the British 
Foreign Office who at present is the Wilson 
Professor of International Politics at 
Aberystwyth ın Wales. In no sense a vol- 
ume for specialists in international rela- 
tions, Professor Carr’s compact survey will 
be appreciated by the layman and the stu- 
dent who wish to secure a simple yet ade- 
quate account of British foreign relations 
following Versailles, A 

The auther initiates his study by an 
analysis of how diplomacy functions in a 
democracy. The point is made that the 
most revolu-ionary change in conducting 
foreign affairs in Great Britain since 1914 
has been the increasing role public opinion 
has assumed in influencing important issues 
in foreign policy. This would be all to the 
good if the postwar world were made up 
entirely of democratic states. This not 
being the case, the democratizetion of di- 
plomacy in a world becoming increasingly 
totalitarian places the democracies at a 
serious disadvantage. In the first place, 
delicate issues, such as the Spanish War, 
become the butt of party politics. Sec- 
ondly, the general public tends to over- 
simplify questions of foreign affairs and 
sees all questions of foreign policy through 
the lens of some concept, such as collective 
security or splendid isolation. In the third 
place, diplomacy in a democracy such as 
Great Britain suffers under certain strategic 
disadvantages. The Opposition in the 
House of Commons demands facts. The 
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public interest will not allow the Govern- 
ment to divulge them. Hence many de- 
bates on foreign policy are unreal, the plain 
truth cannot be aired, and the Opposition 
and often the general public damns those 
in power because it is not forthcoming. 

_ Following this treatment of the problems 
of democratized diplomacy in a world be- 
set by dictators, Professor Carr proceeds 
to discuss, in the next two chapters, Great 
Britain’s relations to the rest of the world 
and her position as an economic power. 
The treatment is elementary and neces- 
sarily brief. Here and there an interesting 
personal comment enlivens the routine nar- 
rative of events. In speaking of the rela- 
tively new position of the United States as 
a world power we read “, . . in assuming 
the position of one of the two great world 
Powers, the United States have also ac- 
quired responsibilities which they can 
scarcely evade and interests which they will 
feel impelled to defend; and these responsi- 
bilities and interests run parallel with those 
of Britain. The chestnuts are no longer 
all British.” 

In discussing Great Britain and the 
League, it is maintained that the basic rea- 
son for the collapse of this institution was 
that human beings are not yet ready to risk 
their lives in defense of any other country 
with the same willingness that they demon- 
strate in defending their own. It is also 
recalled that Lord Cecil, just after the 
peace conference at Paris in 1919, empha- 
sized to the British people that the Cove- 
nant did not mean so much the application 
of force but rather the exercise of the 
tremendous agency of public opinion. Brit- 
ish people, at heart quite pacifistic after 
1918, eagerly turned to the League as the 
answer to their hopes. They did nct real- 
ize that without willingness to resort to 
force the League had little chance of suc- 
cess. 

The last chapter in Professor Carr’s small 
volume constitutes in essence a defense of 
Great Britain foreign policy following the 
termination of a period of conciliation on 
the part of Great Britain ‘towards Ger- 
many which culminated at Munich. In 
the mind of the author, the issue of the 
present war is quite clear as far as Great 
Britain is concerned. It is to prevent one 
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power from utilizing force to dominate 
the European continen:. If in 1914 the 
British Government’s unwillingness to make 
its position clear during the period just 
prior to war was a lamentable error, the 
same cannot be said for the British posi- 
tion in the spring and early summer’ of 
1939. On repeated - occasions, British 
statesmen warned that no further acts of 
aggression would be countenanced. 

Forming part of a series published under 
the title of Ambassadors At Large, this 
brief work adds nothing to the facts of 
British foreign policy as we already know 
them, nor do we find in it any novel in- 
terpretations; but for Mr. John Citizen 
who does not want his international rela- 
tions treated in too complex or diffuse a 
fashion, this work should prove quite valu- 
able. 

THomas WaLTeR WALLBANK 
University of Southern California 


Hatz, Oron James. Publicitysand Di- 
plomacy, With Special Reference to Eng- 
land and Germany, 1890-1914. Pp. xi, 
486. New York: D. Appleton-Century 
Co., 1940. $4.00. 

Since the first World War, there has been 
a flood of books on how that war came. 
Professor Hale’s is not just another volume 
on this subject. It has a distinctive pat- 
tern and a significance quite apart from the 
particular period and nations with which it 
is immediately concerned. It is a study of 
the medium in which diplomats and states- 
men worked, rather than an exposition of 
the details of their policies. It deals with 
the period when popular literacy, manhood 
suffrage, and the mass circulation press 
first came to condition the determination 
and the execution of foreign policy in these 
two countries. The author has endeavored 
to explore on a clinical level this triangular. 
relationship between the public, the press, 
and the influential people and technical 
experts charged with the conduct of foreign 
relations. 

The result of this endeavor is a very 
meaty volume, skillfully compounded of 
factual data and of interpretation, to 
whose scope and quality it is difficult to do 
justice in a.brief review. The opening 
chapter, “Publicity and Diplomacy,” deals 
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in broad outline with the problems ir- 
volved. Then follow a chapter on the 
“English Press and Foreign Affairs,” its 
personnel and its shifting character and 
alignments, and a companion chapter cn 
the German press. The main bedy of 
the work is devoted to the above-mentiored 
“triangular relationship” in regard to -he 
unfolding of policies, events, and decisions 
culminating in the outbreak of the frst 
World War. 

This is a very scholarly and informative 
volume, which has a certain timeliness in 
view of the oncoming of the present war. 
It is based upon extensive study of official 
documents in England and Germany, of the 
files of many journals, of various histeries 
of the press, and of biographies and mem- 
oirs of journalists and statesmen in both 
countries. It is objective to a high degree, 
holding a judicial balance as between na- 
tion and nation and as between journalists, 
statesmen, and the public for the fluctua- 
tions in understanding and conflict. Its 
specific pattern is drawn upon a tack- 
ground of competent understanding of po- 
litical history. 

Paur S. Perce 

Oberlin College 


VERNIER, BERNARD. La politique Islarzigue 
de PAHemagne. Pp. 117. Paris: Centre 
d'Études de Politique Étrangère, 1939. 
15 francs. 

In view of the uncertain future of the 
Islamic world, particularly North Africa 
and the Near and Middle East, this slim 
volume, one of the last to appear from the 
Centre d'Études, should have a wice ap- 
peal as revealing both the objectives and 
the activities of National Socialist Ger- 
many in those areas. 

Relations with the Islamic worlc have 
not been an integral part of Germany’s 
national life, as in that of Great Britain, 
France, and Italy, but, as the author points 
out, they form a particular phase of gen- 
eral policy based on expansion and propa- 
ganda. In Islamic lands, which the author 
emphasizes as being complementary -0 Ger- 
man economy, the Nazis have soughi to 
obtain ascendancy in trade, transpcrt, and 
economic exploitation, and to build po- 
litical and cultural prestige against the day 
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when the British and the French will be 
ejected—by a new “revolt in the desert” 
if possiple—and when the Islamic coun- 
tries will be added to Germany’s Lebens- 
raum as suppliers of foodstuffs, oil, min- 
erals, and cotton, as markets, and as stra- 
tegic outposts. 

Considerable attention has been given by 
the author to Nazi methods. Few means 
have been overlooked by the Nazis since 
1934 when old ambitions in the Orient were 
revived. Not only diplomatic and con- 
sular officials have been used, but also tech- 
nicians, induszrialists, salesmen, professors 
and teachers, travelers, and the Ausland- 
deutschtum, oot excluding the non-Aryan 
emigrants, The primary method, as else- 
where, has been propaganda—stressing the 
common aim of rejuvenation, the common 
necessity of overthrowing the Diktet im- 
posed by the Allies of the last war, racism, 
anti-Semitism, pan-Arabism, pan-Turanian- 
ism, and so forth. Notwithstanding the 
many transparencies and contradictions, of 
which many Moslems are well aware, the 
Nazis have pressed home their propaganda 
by press and news bureaus, radio, cinema, 
and phonograph disks (a method peculiar, 
to the Orient), and by visits of students, 
army officers, and journalists to Germany 
and of Nazi leaders to key centers in the 
Orient. Great emphasis has been laid upon 
stimulating the youth and creating youth 
organizations. These, as the author rightly 
points out, draw their forms and inspiration 
irom totalitarian states, but, in the opinion 
of the reviewer, he overrates their im- 
portance in lands where individualism pre- 
dominates and where the state idea is still 
undeveloped. 

The author has written a well-informed, 
balanced, and objective record, drawn from 
Arabic, Turkish, German, French, English, 
and Italian sources. He presents no alarm- 
ist picture, but rather expresses the belief 
that the -nfluences that are working to 
liberate the Islamic world from European 
tutelage will not be easily deceived by the 
Nazis into overlooking their real aim. Such 
errors as catch the eye are minor, 

This excellent little book can be read 
with profir by both the general public and 
the specialist. Prin W. IRELAND 

Harvard University 
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Amery, L. S. The German Colonial Claim. 
Pp. 199. New York. Longmans, Green 
& Co., 1940. $2.50. 

Parr, Gruseppe Uco. The Colenial Prob- 
lem. Pp. 70. London: P. S. King & 
Son, Ltd., 1938. 4s. 6d. 

Woop, Bryce. Peaceful Change and the 
Colonial Problem. Pp. 166. New York: 
Columbia University Press, 1940. $2 00 

Pernot, Maurice, et al. Les empires 
coloniaux. Pp. 219. Paria: Alcan 
Presses Universitaires de France, 1940 
Mr. Amery has written ably and vigor- 

ously against the return to Germany of her 

former colonies. He is very fair in his 
treatment of German misrule and the na- 
tive uprisings which it provoked, and 
ascribes it to the lack of experienced 
colonial officials and the absence of interest 
and effective control by the members of 
the Reichstag. “A very difficult task was 
consequently left, with no experienced con- 
trol from home, to improvised administra- 
tions containing few first-class men and an 
undue proportion of social and moral fail- 
ures.” Mr. Amery gives full credit for the 
great improvement which begen about 

1908, but points out that the. treatment of 

«the natives was still far from ideal. His 

judgment upon German colonization is that 

it compared favorably with contemporary 
standards in material developmen:, health, 
and education, but that it failed lament- 
ably in protecting the natives from oppres- 
sion. The chapter on the Treaty of Ver- 
sailles points out what is usually forgotten. 
The conquest of the German colonies was 
largely carried out by troops from the Brit- 
ish Dominions, and they were unanimously 
determined to destroy “the German colonial 
system, with a view to the future security 
of all communications vital to the British 

Empire.” The Dominions were convinced 

that Gezmany’s real aim was “not colonies 

but military power and strategic position 
for exercising world power in future.” 

Those who a few years ago advocated the 

return of the colonies ignored the very 

serious trouble which Great Britain would 
have had with her Dominions if she had 
attempted to carry out the policy. Mr. 

Amery examines at length the arguments 

advanced by Germany and comes to the 

conclusion that economically the colonies 
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would be of very mediocre value to her. 
Owing to their geographic situation, how- 
ever, they would be of immense importance 
as air and submarine bases for attacking 
trade routes and adjacent British colonies. 
The German and Iialian colonies ir. Africa 
are so distributed that between them their 
air forces could cover almost the entire 
continent. 

Professor Papi ezamines the problem of 
imperialism from the point of view of the 
economic theorist, and contends that colo- 
nies are the symbol of scarcity. The eco- 
nomic force behind their establishment is 
not prosperity but depression and under- 
employment of capital, which drives it to 
seek colonial outlets in the search for a 
more profitable field of investment. He 
contends that the German and Italan de- 
mand for colonies is the result of -epara- 
tions, war debts, and prohibitive import 
duties. The economic nationalism oz the 
stronger compelled the poorer nations to 
become self-sufficient, and colonial con- 
quests therefore became an urgent neces- 
sity. Imperialism will disappear when the 
United States and other great industrial 
powers drastically reduce their taritts, and 
free access is given to colonial raw ma- 
terials. Professor Papi’s argument dces not 
explain Italy’s conquest of Ethiopia: it is 
difficult to see how its actual or po-ential 
resources could compensate for the very 
heavy cost of the war and the subsequent 
development. But Ethiopia is explicable 
in terms of prestige and bases for attack 
on adjacent British colonies. Professor 
Papi presents only the economic side of the 
have-nots’ position: he omits that they 
also seek colonies to increase their war po- 
tential. ` 

Mr. Wood devotes about two-thirds of 
his book to a detailed and conscientious 
study of United Kingdom public opinion 
on the return of the ex-German colonies. 
He analyzes each group from the peace-at- 
any-pricers to the what-we-have-we-holds, 
and shows how after Munich opinion in- 
creasingly turned against any concessions. 
Mr. Wood greatly underestimates the im- 
portance of naval and air strategy as a 
motive for annexing and retaining the colo- 
nies, 

Les empires coloniaux comprises a series 
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of addresses on the contemporary European 
empires which were delivered in 1929 at 
lEcole libres des Sciences Politiques. 
There is a good account of Togoland and 
the Cameroons under the Germans and the 
French, and another on the British Empire 
by André Siegfried and Sir Alfred Zim- 
mem. The Germans were interested in the 
Negro primarily as the necessary instru- 
ment for developing colonial resources for 
German benefit. The French and the Brit- 
ish have combined profit for themselves 
with a genuine practice of trusteeship, al- 
though their conceptions of it differ. The 
French stress cultural assimilation and 
union with France, while the British em- 
phasize colonial self-government and the 
development of native cultures. 
Lennox A. Murs 
University of Minnesota 


Roya Commission oN Dowunton-Pro- 
VINCIAL RELATIONS, REPORT OF TEE. 
Book I, Canada: 1867-1929, pp. 261; 
Book I, Recommendations, pp. 295; 
Book LI, Documentation, pp. 219. 01- 
tawa, 1940. $1.00. 


A Canadian reviewer has properly called 
this Report “the first great -nquest since 
1867 into the working of Canedian federal- 
ism.” It furnishes an opportunity to com- 
pare the work of the Canadian Fourding 
Fathers of 1867 with that of the framers 
of the American Constitution eighty years 
earlier. Neither group succeeded in clearly 
delimiting the functions of the central and 
the local governments. 

Book I furnishes a detailed, historical 
discussion of the political and economic de- 
velopment of the Dominion. Book I, also 
largely historical, presents the Commission's 
recommendations. Book III is a collection 
of charts and statistics, dealing especially 
with public finance. These three books are 
no easy reading, but they must be mastered 
by anyone who would understand the na- 
ture of Canadian federalism. They can be 
read with great profit, for purposes of com- 
parative government, by students of fec- 
eralism everywhere. 

The financial arrangements made in 1867 
between the Dominion and the provinces 
assumed that the sphere of governmental 
action would remain essentially uncharged. 
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From the firs:, however, provincial and 
Dominion powers were in an unstable equi- 
librium. The British Privy Council, as an 
appellate court, generally exerted its influ- 
ence in favor of magnifying the provinces 
into something more than municipal insti- 
tutions. Althcugh the stresses and strains 
on the Canacian system of division of 
powers varied with the ebb and flow of 
prosperity, the trend toward national unity 
and economic interdependence remained 
fairly steady, at least to the World War. 
Thereafter, and especially following the 
Great Depression, governmental functions 
had to be increased in Canada as elsewhere; 
“rugged individualism” proved inadequate; 
and Canada became a “social service state.” 
For a time the provinces tried to meet the 
demand for these new social services, but 
regional disparities became more and more 
apparent. The Federal Government not 
only had to come to the support of in- 
dustry, agriculture, and transportation, but 
found the whole system of provincial and 
municipal revenues insufficient to carry the 
great burden of relief. The exigencies of 
public financa forced a re-study of the 
whole constitutional structure oz Canada. 
A redistribution of the functions of govern-’ 
ment and a reallocation of the taxing power 
seemed unavoidable in view of new social 
responsibilities and the need for new 
sources of revenue. Not the least interest- 
ing portion oF this discussion is a summary 
of Privy Council decisions since 1896, and 
especially these which invalidated Bennett’s 
“New Deal” legislation in 1937. 

The recommendations contained in Book 
TI are limited by the specific instructions 
given the Commission to preserve the fed- 
eral system. Having found the existing 
status quo indefensible, the Commussion 
sought a new federal balance. It recom- 
mended, essentially, that the’ Dominion as- 
sume the relief burden; that “the residual 
responsibility for social welfare functions 
should remain with the provinces”; that 
the provinces withdraw entirely from the 
field of income and inheritance taxes and 
surrender all existing subsidies subject to 
possible adsusted emergency grants, and 
that the Dominion assume the provincial 
debts—a device which, like Hamilton’s 
assumption scheme, would certainly 
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strengthen the powers of the Ottawa gov- 
ernment. Each suggestion is buttressed by 
a mass of particulars about every province, 
and other problems, such as equity and ef- 
ficiency of taxation, transportation, the pos- 
sible union of certain provinces, and com- 
parisons with the United States and Great 
Britain, are also treated in detail. 

This Report is the result of two and a 
half years of study by a large staff of ex- 
perts. Its statistical material is, in itself, 
extremely valuable and will undoubtedly be 
used in the future for other purposes. The 
Commission has not given a final answer 
as to the fate of Canadian federalism, and 
seems to have refrained, in certain in- 
stances, from offering more drastic changes 
because of the nature of its inszructions, 
but its work is of inestimable value to the 
historian and the social scientist. Scholars 
will refer to these volumes many times. 
One wonders what their practical effect will 
be in Canada. 

CARL WITTKE 

Oberlin College 
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BEAGLEHOLE, JOHN CAWTE. The 
covery of New Zealand. Pp 150. 

‘Woop, FREDERICK Litoyp WHITFIELD. 
Zealand in the World. Pp. 143. 6/-; 

WEBB, LEICESTER. Government in New 
Zealand. Pp. 180. 6/-; Wellington, 
N. Z.: Department of Internal Affairs, 
Centennial Branch, 1940. 


In 1840 Britain sovereignty was pro- 
claimed over New Zealand. To celebrate 
the Dominion’s Centennial, the Govern- 
ment commissioned a series of historical 
surveys, of which these three books form a 
part. The limitation imposed on tke length 
of the surveys has in each case affected the 
author’s treatment. Dr. Beaglehole on the 
discovery has the easiest task, because his 
theme is the slightest. Professor Wood on 
imperial and foreign relations exhibits a 
masterly grasp of the essentials in a 
crowded hundred years. Mr. Webb, on the 
other hand, in his quest for striking gen- 
eralizaticns, has sacrificed both accuracy 
and judgment. 

The discovery of New Zealand is a good 
illustration of unco-ordinated international 
activity. The men who literally placed 
New Zealand on the map were of Dutch, 
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British, French, Italian, and American 
nationality—-sailing at different periods on 
voyages usually unconnected with one an- 
other. Dr. Beaglehole devotes most atten- 
tion—indeed nearly one-half of the book 
—to the explorations of Captain Cook. 
But this balance is only just. The earlier 
discoverer, Tasman, made only a very in- 
accurate chart of part of New Zealand’s 
west coast. After Cook’s voyages, nothing 
was left to be done save to fill in the de- 
tails and correct some minor errozs. Dr. 
Beaglehole’s account of Cook’s achieve- 
ment is based on his study of the manu- 
scripts of Cook’s journal. In utilizing this 
and other material he shows scholarly judg- 
ment, and the results of his research are 
conveyed to the reader in a style which is 
unimpeacheble save for two rather florid 
lyrical passages at the beginning and the 
end. The subject of discovery, however, 
though a stirring tale of courage end ad- 
venture, is too restricted to leave scope 
for social interpretations. 

Interpretation is deftly woven by Pro- 
fessor Wood into the fabric of his his- 
torical narrative. New Zealand in the 
World might possibly have been named 
“New Zealand in the Arms of the Mcther 
Country,” since the Dominion, though geo- 
graphically situated in the South Pacific, is 
psychologically placed in the English Chan- 
nel. Professor Wood adopts a sensible 
viewpoint about the proper relation cf New 
Zealand to Great Britain and to the rest of 
the world. He avoids the extreme argu- 
ments which insist that New Zealand should 
never raise a voice of its own in protest 
against the Government that sits at West- 
minster. Equally he paris company with 
those who would see New Zealand strid- 
ently proclaiming its independence of en- 
tanglements, Imperial and otherwise. He 
recognizes that a people of one and a half 
millions requires a protector under the con- 
ditions of modern “civilization”; and he 
feels that so small a population should be 
dependent without being subservient. For 
his sources he has drawn largely on the 
New Zealand Hansard, on the correspond- 
ence between the British and New Zealand 
Governments, and on the few biographies 
which have been written about the Do- 
minion’s public men. The quotations from 
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the original sources are of such value thet 
one wishes they had been offered still more 
copiously; but there the limitations or. 
length have provided a drawback. This 
book, written in lucid style, may well be 
recommended to all who are Pacific-minded 
and to all who ought to be. 

Mr. Webb’s book on government is the 
least satisfactory of the three. He opens 
with the broad statement that New Zea- 
landers “have, under pressure of social 
needs, evolved a political system which is 
in reality almost as different from tue 
British as it is from the American or the 
French political system” (p. 2). Unfer- 
tunately he makes no attempt to prove his 
assertion. If this be his argument, man- 
festly he should dwell on those very fez- 
tures of New Zealand politics which do 
differ from other countries. Three such 
features are the “country quota” (by which 
the rural population receives an additional 
weighting of 28 per cent for electoral pur- 
poses), the power of the party caucus, ard 
the triennial Parliaments—factors whch 
profoundly influence the operation of New 
Zealand’s political institutions. Yet zhe 
“country quota” receives only a meager Je- 
scription of less than a page (p. 32): zhe 
caucus has an incidental allusion on paze 
60; and triennial Parliaments find 2 cursory 
mention on pages 31 and 38, without ace- 
quate discussion of their effect on the 
Parliamentary system. 

Mr. Webb’s own research is also full of 
errors in a section where he attempts a 
statistical analysis of the personnel of New 
Zealand Parliaments and Cabinets. He 
divides the political history of the Do- 
minion into five periods, and under each 
period tabulates the age-grouping, the edu- 
cation, and the occupations of Members of 
Parliament and Ministers. His own tozals, 
however, for the same group of men in zhe 
same period do not always agree with one 
another. Thus, in the period 1911-31 :he 
total number of Members of Parliament 
under the heading “age-grouping” is 531; 
the total for “education” is 532; yet the 
total for “occupations” mysteriously r-ses 
to 555 (pp. 46-47). For the early periods 
he attempts to infer conclusions from sta- 
tistical tables where data are availabl2 on 
only 51 per cent or 55 per cent of the total 
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comprised in the group (pp. 41-42). 
Moreover, the comments on his own figures 
are at times strangely incorrect. Thus, in 
the period 1911-31, under the heading 
“education of Members of Parliament,” 
there are found to be 237 with primary 
education, 191 with secondary, 77 with a 
university education, and 27 on whom 
there ere no data. These figures total 532. 
Yet the author comments: “The standard 
of education falls still lower in this period. 
Mare than half the members of Parliament 
have only primary education” (p. 47). 
That ‘s to sav, 237 are “more than half” 
of 532. It is regrettable that such errors 
and omissions should disfigure what might 
have been a stimulating book. The correct 
generclizations would have been greatly 
strengthened, and the incorrect could have 
been discarded, had there been more care- 
ful and thoroughgoing research. 
LESLIE LIPSON 
University of New Zealand 


HERRING, Penpieton. The Politics of 
Democracy. Pp. 468. New York: W. 
W. Norton & Co., 1940. $3.75. 

While the philosophy of totalitarianism 
sweeps a large portion of the world, it is 
stimulating to read so provocative and bril- 
liant a deferse of the politics of democ- 
racy. Professor Herring analyzes the do- 
mestic arena—the American parties in 
action—rather than the international scene, 
for he believ2s that “if democratic govern- 
ment is to win a lasting victory, this must 
be an internal conquest.” With real charm 
and wit, Dr. Herring critically examines 
tke “rogues’ gallery” of American politics: 
machine control, pressure politics, propa- 
ganda, moneyed interests, patronage, and 
bureaucracy. He recognizes the importance 
o= human beñavior in the operation of polit- 
ical institutions under a popular form of 
government. Thus he stresses the extra- 
legal implementation of the democratic 
process, while acknowledging the impor- 
tance of the constitutional and legal aspects 
of the demeccracy. 

To Dr. Herring, our party conventions 
are “a romantic and flamboyant attempt to 
get a high degree of popular participation 
in the high drama of democracy.” These 
gatherings demand organizational skill and 
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manipulative genius—qualities exceedingly 
useful in popular government. Party plat- 
forms, seldom rising above negativity, and 
for the most part little more than political 
ballyhoo, constitute, nevertheless, a service- 
able preliminary process through which 
agreement is reached in selecting presiden- 
tial candidates. At the same time, Profes- 
sor Herring points out the weaknesses of 
our party structure and skillfully examines 
the factors hindering the develcpmeat of 
a national policy in this country as con- 
trasted with the British situation. 

The author comments on the close bal- 
ance between our two major parties—that 
a shift of 10 per cent is “frequently enough 
to change a traditional majority into a 
minority, and often hinges on less.” Yet 
we often speak of landslides. Even James 
A. Farley, in his Behind the Ballots, states 
that since the use of radio became general 
in 1924, there has been a “landslide” in 
every national election. 

Particularly instructive is Dr. Her-ing’s 
analysis of the relationship of pressure poli- 
tics to the major and minor parties in the 
United States. The balance-of-power poli- 
tics now played by farmers and by labor 
as well as by industry is carefully exam- 
ined. The New Deal policies in forestalling 
a party realignment, and the significance 
of third-pazty activities receive refreshing 
treatment. Especially illuminating are the 
chapters on “The Struggle with Spoils” 
and “A Democratic Bureaucracy.” The 
author here discusses the problems that 
must be faced in developing an adminis- 
trative service appropriate to the politics 
of democracy. He does well to remird us 
again that «he solution to our administra- 
tive service does not lie in blindly following 
the notable and successful British system 
which was developed under conditions 
peculiar to that country. 

We shouldbe grateful to Professor Her- 
ring for including in this volume nineteen 
reproductions of prints and paintings cov- 
ering American political subjects sparning 
a large part of our history and dealing with 
the “homely realities of American politics.” 
We are thus made aware that the “spirit 
of our democratic system finds artistic as 
well as political expression.” Another de- 
lightful embellishment is the appropriate 
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and telling literary quotations at the head 
of every chapter. Who would deny to Carl 
Sandburg, Walt Whitman, and Robert 
Frost an expository role in the politics of 
democracy? 

The appearance of this book IS well 
timed. Pendleton Herring’s faith in the 
underlying values of democratic govern- 
ment sounds an optimistic note at a time 
when democracies in Europe are threatened 
or have actually disappeared. He con- 
cludes that “our present two-party system 
with all its flaws remains a useful imple- 
ment for democracy.” In a narrower 
sense, this admirable study suppl:es the 
background upon which to build an under- 
standing of the many factors involved in 
the present presidential campaign. 

Dr. Herring has placed before students 
of American politics a challenging treatise 
whose philosophical and scientific approach 
makes it a valuable supplement rather than 
a duplicate of the many texts on American 
political parties that are now availatle. 

BELLE ZELLER 

Brooklyn College 


Jennincs, W. Ivor. A Federation for 
Western Europe. Pp. xi, 208. New 
York: The Macmillan Co., 1940. $2.50. 
Distinguished British publicists are con- 

stantly justifying the freedom of utterance 

which Great Britain accords her nationals, 

This work by Ivor Jennings is no excep- 

tion. It is a plan for making Federal 

Union practicable, but Mr. Jennings makes 

it clear that he does not speak for the or- 

ganization of that name. In this review it 
will be assumed that American readers, at 
least, are familiar with Briand’s proposal 
for a United States of Europe and Clarence 

Streit’s Union Now. In the event that 

they are not, reference should be made to 

Professor W. P. Maddox’ European Plans 

for World Order (James-Patten-Rowe 

Pamphlet Series No. 8, of The American 

Academy of Political and Social Science). 

There is noz space available to provide here 

the necessary background to Jennings’ 

work; but, very briefly, the antecedents to 
this plan are the scores of suggestions for 
improving the League of Nations, the 

Streit proposals, the British Federal Union 

plan, and a number of widely divergent 
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plans for world order which have been ex- 
pressed or hinted at by the leaders of the 
warring nations and those cortemplating 
entering the war. 

Jennings’ proposals are, like Streit's, es- 
sentially democratic, constitutional, and 
pacifistic. Obviously, they rest on the as- 
sumption of victory by the democratic na- 
tions of the world, even though the align- 
ment of democratic versus despotic states 
was not so clear when Jennings prepared 
his book for publication as it is et this writ- 
ing. In his tentative draft of a conszitu- 
tion for the new federation, Mr. Jennings 
designates as member states: Germany, 
Belgium, Denmark, Eire, Finland, France, 
the United Kingdom, Iceland, Luxemburg, 
the Netherlands, Norway, Sweder, and 
Switzerland. In another category, under 
certain restrictions, he has placed: Carada, 
Australia, South Africa, New Zzaland, 
Newfoundland, and Southern Rhodesia. It 
is not possible to summarize all the reasons 
given for this choice of member states, but 
it is clear that the plan differs ftom Streit’s 
in that it omits the United States, leaves 
the British Commonwealth of Nations in- 
tact, and includes Iceland and Germany; 
it is like Streit’s in that it regards the 
Soviet Union with some misgivings. 

The value of the work is that it provides 
a constitution as a basis for further discus- 
sion; analyzes in simple terms the prob- 
lems of the British Commonwealth of Na- 
tions, the colonial problem, defense, foreign 
policy, and the control of European econ- 
omy; and indicates the structure and the 
functions of the federal government the 
relations between the federation anc the 
states, and the nature of the judicial 
process. 

If Jennings’ plan is viewec as an ar- 
ticulated and reasoned step forward towarc 
the inevitable settlement of the prcblem 
of world order, it would be uncharitable tc 
point out defects; but the rap:dly de2pen- 
ing crisis which confronts the worlc at the 
time this review is written makes it im- 
perative that I, as an American, express 
vigorous dissent with many cf tbe ideas 
that have been advanced by previous ad- 
vocates of a new world order, 2nd thet are 
apparently accepted by Jennings. 

In the first place, no lasting wor!d order 
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will zesult until the British Empire is liqui- 
dated. No projection of the American 
federal system on an international scale is 
possible. As a matter of fact, the Amer- 
ican system is undergoing change internally, 
and its foreign policy seems to be moving 
jn the direction of a pan-Americanism 
which has already excited totalitarian in- 
terest and a distrust that might lead per- 
versely to an entente of regions dominated 
by mutually hostile ideologies. Further- 
more, when the time for settlement arrives, 
the problem of reallocating functions to 
various levels of the new world order will 
have to be worked out much more sys- 
tematically than it has been up to this time. 
If this problem is left to the next peace 
conference, it will be too late. 

Having uttered these sentiments, I must 
return to Mr. Jennings and acknowledge 
that he has performed a valiant service in 
giving thought to these problems and boldly 
submitting his conclusions. I must also 
record my conviction that the members of 
the British Federal Union and their schol- 
arly “fellow-travelers” have pondered more 
deeply, tolerantly, sagaciously, and con- 
structively about this awful problem of 
wor:d order than have the nationals of any 
other country. 

Roy V. PEEL 

Indiana University 


Smxraroson, Wuitney H., and WILLIAM 
O. Scroccs. The United States in World 
Affairs in 1939. Pp. xiv, 420. New 
York: Harper & Brothers, 1940. $3.00. 
Since 1931 these annual surveys, pub- 

lished for the Council on Foreign Relations, 

have brought frst aid to students as well as 
to editors and busy men of affairs. The 
authors, who assume sole responsibility for 
the contents of this volume, have under- 
taken not only to sketch American foreign 
policy for 1939 but also to select, record, 
and interpret those events abroad which 
they regard as having significance in rela- 
tior: to it. This is necessary on account of 
the fact that “the foreign policy of the 

United States during 1939 .. . consisted, 

in the main, of a series of responses to 

events which took place in other quarters of 
the globe” (Preface, xiii). When, for ex- 
ample, it became apparent almost immedi- 
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ately after the Munich appeasement that 
the concession of the Sudetenland to Ger- 
many only whetted the appetite of Hitler 
and inspired other aggressors to make fur- 
ther sweeping demands on their own ac- 
count, President Roosevelt recommended 
that the United States should use “methods 
short of war but stronger and more effec- 
tive than mere words” to discourage such 
aggressors. When Czechoslovakia was 
overrun in March 1939 in viclation of 
Hitler’s undertakings, followed by other un- 
lawful moves, the President sought pledges 
of nonaggression <rom Hitler and Mussolini 
and suggested a ten-year period of peace 
and the examination of armament and eco- 
nomic questions in a peaceful atmosphere. 
Failing in these tentatives, fearing the out- 
break of a European war, and anxious to 
discourage aggressors and give moral and 
material aid to their intended victims, the 
President recommended the repeal of the 
arms embargo. However, isolat:onists in 
Congress succeeded in preventing repeal 
until after war had actually broken out. 
At the same time, however, under the re- 
vised Neutrality Act the United S-ates sac- 
rificed certain neutral rights in order to 
‘avoid being drawn into actual war In line 
with the obvious desire of the ccuntry to 
keep the Western Hemisphere at peace, the 
Administration sought the support of the 
Latin American republics for measures de- 
signed to insulate zhe Western Hemisphere, 
as far as possible, from the war and its in- 
cidents. In the meantime another aggres- 
sor, Japan, was put on notice that the Ad- 
ministration would denounce the commer- 
cial treaty between the United States and 
Japan at the expiration of the required six 
months. 

In a postscript on American policy the 
authors render certain judgmen-s: The 
widespread condemnation of Nazi Germany 
in the United States has resulted from the 
words and deeds of the present German 
leadership rather than from Allied propa- 
ganda. A Germen victory ovez Great 
Britain “would do profound injury to the 
United States” (p. 294), for “it would sub- 
stitute a dynamic, dissatisfied and destruc- 
tive power in the strategic position hitherto 
occupied by a passive, satisfied and con- 
structive power. I: would crown with vic- 
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tory the program of the ‘Have-nois’ and 
put in jeopardy the interests of the ‘Haves’ 
—chief cf which would thereafter be the 
United States” (p. 295). 
Frank M. RUSSELL 
University of California 


Lavine, Harop, and James WECHSLER. 
War Propaganda and the United States. 
Pp. x, 363. New Haven: Yale Univer- 
sity Press, 1940. $2.75. 


“There have been excellent books expos- 
ing the propaganda of the last war and sub- 
sequent years of ‘armistice.’” But this 
work is probably the most interesting of 
the whole lot, for two reasons: (1) Its 
first chapter is the best available summary 
and survey of the technique and literature 
of World War I; and (2) according to the 
publisher its subsequent chapters are the 
best introductions to “what the prcpa- 
gandists are doing in this present war to 
influence the United States in favor of their 
separate causes. The book gives facts and 
names in its demonstration of what has 
been happening since the Germans invaded 
Poland. It not only describes the activizies 
of the agents of foreign governments; it 
analyzes the forces in American life and 
the elements in American thinking which 
are competing for mastery of this country’s 
foreign policy: forces ranging from zhe 
professional supporters of Anglo-American 
‘co-operation’ to professional believers in 
Albion’s perfidy. It describes the ‘propa- 
ganda of pathos’ conducted by pro-Ally 
relief societies in America and the ‘propa- 
ganda of hatred’ fostered by native fascist 
groups. It tells how the propaganda bu- 
reaus in the belligerent nations are or- 
ganized ani how they work; it shows the 
importance of American war correspord- 
ents to foreign governments; it points cut 
how the belligerent countries operete 
through prejudices and symbols that are 
already part of American thinking; it de- 
scribes the British lecturers, the German 
postcards, the social functions, the lunch- 
eons, books, pamphlets, radio talks, each 
with its special attack on Americar: opinion; 
it reveals the uses that are made of short- 
wave radic and newsreels—for instance, 
German submarine commanders have re- 
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corded the capture of enemy ships for 
moving picture theatres.” 

The work will be very popular with all 
students of contemporary world affairs. 
Its readability does not impinge at all on 
its ability to present definite fects. Some 
of the latter will make you “howl.” We 
learn, for instance, about Otto’s visit to 
America. When this “twenty-eight-vear- 
old, cultured, neatly groomed heir of the 
House of Habsburg (who spoke nine lan- 
guages)” visited that august and pompous 
defender of democracy, the United States 
Senate, “Kentucky Senator Alben W. 
Barkley proposed that the Senators rise. 
They obediently rose.” Furthermore, ‘Dtto, 
who was “the season’s social triumph,” 
preached “the cause of democracy, advo- 
cating a streamlined, modern monarciism, 
angling for American support of a Habs- 
burg ‘Danubian federation’ which would 
ostensibly bring calm to the turbulen: 
waters of Central Europe. He was lis-ened 
to adoringly by debutantes, respectfully by 
diplomats.” But “Otto’s chief value to the 
Allied propaganda machine was as an envoy 
to the debutante societies. It was not what 
he said but the way that he said it.” 

Our enjoyment of the book ought not, 
however, to blind us to the dangers inher- 
ent in the very nature of study of the whole 
field of propaganda. Propaganda is here 
defined as “a method, a device for condi- 
tioning behavior”; but the way the subjec: 
is studied here, it appears that every social 
process is “propaganda”’—that any step 
taken by any person or institution cf im- 
portance is “propaganda.” Somehow the 
reviewer feels that the whole field of propa- 
ganda needs to be separated theore-ically 
from other forms of “conditioning be- 
havior,” simply because everything we do, 
think, and feel is but “conditioning be- 
havior.” In addition, we must guard 
against the excesses of the current enthusi- 
asm for exposing everything as “propa- 
ganda.” In order to survive, any social 
organization must operate on the sasis af 
“myths,” “folklore,” and “indoctrination.” 
How can we reconcile this basic nead for 
survival with our insistence that all such 
elements must be exposed as “propagenda”? 
Here is a problem which is certainly not to 
be blamed on the Institute for Propaganda 
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Analysis, but which must be faced by all 
of us anxious to preserve this democracy 
against the possible moral disintegration 
which will undermine us if we are unwilling 
to use the same “irrational” methods that 
all patriotic causes must use. 
Josera S. RouceKk 
Hofstra College 


STEINER, H. ArTHUR. Principles and Prob- 
lems of International Relations. Pp. xii, 
835. New York: Harper & Brothers, 
1940. $3.75. 

Fortunate was the man who undertook 
to write a tex-book on international rela- 
tions in the halcyon days before 1933. In 
that bygone era it was taken for granted 
that the future course of nations would be 
worked out ir accordance with the best 
tracitions of international law and guided 
by the new international organizations 
which were dedicated to the promotion of 
a peaceful world. The task of the student 
of international affairs was for the most 
parz a description of these organizations 
and their operation. Many academic 
wrizers shared in the comfortable convic- 
tion that the Versailles Treaty was the 
source of all -he world’s ills; that certain ° 
principles of international conduct were es- 
tablished and would not be violated; that 
ancther war was impossible because no 
nation was in a condition to finance one. 
The preaching of brute force and aggres- 
sion by the Ccictators was not taken seri- 
ously; indeed, they were given the benefit 
of the doubt, and at most were considered 
relatively harmless maniacs who would not 
dare to start any trouble, because if they 
dic, their people, who really wanted peace, 
would rise and revolt. 

Those writing in 1938 or 1939 had quite 
a different task to perform from that of 
the writers of an earlier period, for accepted 
international institutions had collapsed and 
traditional practices had evaporated. 

The forego:ng is not in criticism of Pro- 
fessor Steiner’s book, which is a well- 
written, well-documented, scholarly piece 
of work fill2zd with useful information. 
Lize others, he was confronted with the 
dificult prob-em of what to include in a 
textbook on international relations when 
the flames of war had all but destroyed 
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time-honored institutions and prectices and 
had reduced relations between nations to 
the cruel reality of actual physical combat, 
characterized by rapidly changing condi- 
tions. 

The author has not set out to solve all 
the problems that beset mankind, nor does 
he make rash predictions, for he believes 
that man will work out his own destiny, 
that “sooner or later he must gez wise to 
himself.” Professor Steiner “appraises the 
principles that guide the existing conduct 
of states and attempts to gauge them in the 
light of efforts to modify or improv: them,” 
and adds that “indeed, the inability of the 
reasonable new to displace the irrational 
old is the fundamental problem in inter- 
national relations today.” 

The book was completed before the in- 
vasion of Belgium, the Netherlands, Nor- 
way, and Denmark, and, most important of 
all, the collapse of France. Consequently, 
not unlike most observers, the author could 
say upon the outbreak of war in September 
1939 that “France was somewhat stronger 
than in 1914” (p. 641). Alas, this was not 
true. The author also thought that “unity 
as a principle of German-Italian action had 

‘been destroyed” (p. 710). Prefessor 

Steiner, as many others, had hopes that 
Italy would hesitate to fight on the side of 
Germany for fear that she might lose 
Ethiopia, Eritrea, and Somalia, and that 
the Turkish attitude toward Italy might 
also contribute to the latter’s hesitation 
before joining Germany. 

This work conforms to the best s:and- 
ards of American textbook writing ir: the 
field of international relations. It is di- 
vided into five parts: Structure and Forces; 
Policy, Law and War; Economics and 
Politics; The League System; and Con- 
temporary Political Problems. Three docu- 
ments and five maps are included. 

f B. W. MAXWELL 
Washburn College 


HEILPERIN, MICHAEL A, Internaticnal 
Monetary Economics. Pp. xiv, 281. 
New York: Longmans, Green & Co. 
$4.20. 

This is distinctly a volume for the spe- 
cialist in monetary economics. As such, it 
is a valuable study. It was prepared as 
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one of a series of monographs published by 
the International Institute of Intellectual 
Cooperation, but, like the other mono- 
graphs of the series, the views expressed 
are solely on the responsibility of the 
author. 

On the negative side, Dr. Heilper’n vig- 
orously atiacks the views of Professor 
Gustav Cassel of Sweden and Professor 
Charles Rist of France, and in so coing 
presents a particularly effective argument 
against the validity of the theory of “pur- 
chasing power parity.” It is his contention 
that if price adjustments are to occur in 
connection with international disturbences, 
they will be related to the competitive posi- 
tion of particular industries. Of special 
interest in this connection is his insistence 
that we must “regretfully dismiss fror our 
vocabulary notions of over and undervalued 
currencies,” There is, he argues, “no a 
priori rate of exchange which can be con- 
sidered as representing the normal or 
natural parity between the respective cur- 
rencies,” anc “the test of a parity is in the 
way it operates.” Here, too, he argues 
against the common view that there is an 
antithesis “between internal and external 
stability as objectives of monetary policy.” 

On the positive side, two important 
points in Dr. Heilperin’s treatment deserve 
emphasis. One is a continual insistence, 
suggested by the title of the volume, on 
the importance of connecting monetary 
mechanisms with general economic relations 
instead of ccnsidering them as separate 
phenomena. ‘The other is an admirable 
stress on precision in the use of terms. 
Thus, an “international monetary system” 
is merely “a set of co-ordinated national 
policies.” This care in terminology is 
found throughout. 

Dr. Heilperin has presented a thoughtful 
and vigorous challenge to many current 
conceptions (oz misconceptions), and his 
study is warmly commended. 

ERNEST MINOR PATTERSON 

University of ‘Pennsylvania 


BDwELL, Percy W. The Invisible Tarif. 
Pp. ix, 286. New York: Council on 
Foreign Relations, 1939. $2.50. 

Here is a report on trade barriers other 
than those included in customs classifica- 
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tions and rates. Prepared’ under the gus- 
pices of the American Coordinating Com- 
mittee for International Studies, it was to 
be submitted to the International Studies 
Conference (Twelfth Session) at Bergen in 
the late summer of 1939. The tragic de- 
nouement in subsequent months jas only 
added point and timeliness to tkis treat- 
ment of a little-understood and cit2n ob- 
scure subject. 

Professor Bidwell’s book is of immediste 
interest to the general student as vel as to 
business men upon whose activities a srow- 
ing maze of government controls more im- 
mediately impinges. Any one who is ccn- 
cerned, for instance, with current efforts to 
strengthen pan-Americanism will fod much 
light thrown upon economic helps and 
hindrances in those sections dealing with 
flexible provisions in tariff laws of the 
United States, particularly as these ate im- 
plemented under the Trade Agreements 
Act (Chapter V), and in the discussion of 
our restrictions upon imports of animals 
and animal products, especially as these 
have unhappily affected our relatiors with 
Argentina and Uruguay (Chapter VII). 

“The way of the importer is hard’ might 
be Mr. Bidwell’s text. Until they are 
gathered together and systematically de- 
scribed—as in this book—the full extect 
of the hurdles to be leaped by goods flow- 
ing our way can hardly be comprehended. 
Important in the “invisible tari” are ad- 
ministrative and statutory customs Tor- 
malities, “administrative measu-es” being 
today “more comprehensive than tte visible 
tariff, since they affect goods whica are on 
the free list as well as those which are 
dutiable” (p. 2). “Invisible” protection 
further comprises embargoes for quaran- 
tine or other purposes, quotas, tarif quotas, 
countervailing and antidumping duties, cer- 
tain restrictive applications of tke flexble 
provisions, and various forms cf import 
control arising from Federal and szate 
legislation outside the scope of the tariff 
acts. 

The origins of these forms of “our in- 
visible tarif” are to be found «1) in the 
growth of protectionism as a pzinciple of 
our foreign trade policy, and (2} in the in- 
creasing regulation of interstate and intre- 
state commerce through the police powers 
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of Federal anc state governments” (pp. 4- 
5). All suck impediments to trade are 
visible and tangible enough, of course, to 
these who feel their weight; they may be 
considered “invisible” only in the sense that 
wrangling of pressure groups and Congres- 
sicnal logrolling in tariff-making come to 
public attention mainly in schedules and in 
specific ad valorem rates. 

All this, however, tells but part of the 
story of the importer’s trials. He must 
deal with a multiplicity of agencies whose 
lack of effective co-ordination “affords ex- 
cellent opportunities for domestic producers 
to harass importers of competing products” 
(p. 39). Expert legal advice is needed to 
thread one’s way through the labyrinth of 
customs laws, administrative regulations, 
end court decisions which “are expressed in 
a technical jargon almost unintelligible to 
the layman” owing to “a defect common to 
all Americen legislation, viz., the attempt 
of legislators to control administrators and 
the administrative processes by making the 
language of the statutes specific and de- 
tailed” (p. 33). Furthermore, importers 
are presumed to be guilty in undervaluation 
cases until they prove their innocence (p. 
53), and they, not the government, must in’ 
certain cases meet the expense of defending 
the legality of administrative rulings when 
these are challenged by competing domestic 
producing or wholesaling interests (pp. 
40-41). 

Nevertieless, in comparison with other 
countries. the lot of the American importer 
does no: seem insupportable. In the 
United Srates, we are reminced, there is as 
comprehensive administrative regulation of 
domestic trade as of imports. However 
technical and confusing are American 
statutes and regulations, they do avoid the 
“arbitrary official valuations” to be found 
in increzsing foreign areas. “American cus- 
toms procedure is not nearly so burden- 
some from the point of view of importers 
as the corresponding procedure in many 
foreign countries” (p. 6). Exchange con- 
trols and clearing and barter agreements 
are virtually nonexistent in United States 
policy, and political considerations have 
not transcended economic ones. 

This reader would have welcomed a dis- 
cussion of the possible uses of our “invis- 
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ible tariff” for political threat or pressure, 
The dangers, the opportunities, and the 
temptations in the way of statesmen in 
these harrowing times are little more than 
touched upon. The admirably clear an- 
alysis of some half-dozen defenses against 
unfair competition from abroad (identifi- 
cation requirements, antidumping statutes, 
countervailing duties against bounties, im- 
port prohibitions for convict and forced- 
labor products, penalties for discrimination 
against American commerce and for unfair 
competition in general) leaves something to 
be desired in more broadly covering the re- 
strictive implications of domestic social 
and economic legislation. In the opinion 
of this reviewer, the text would have been 
considerably strengthened by embodying in 
it a fuller treatment of the “Buy American” 
policy in government purchases and of 
state legislation affecting import trade. 
These topics are now relegated to the ap- 
pendices, to which perhaps might better be 
shunted some of the technical detail now 
in the text, particularly in Part II, which 
deals “with the police measures applied to 
import trade for the protection of the 
health and security of the population. and 
the health of domestic animals and plants.” 

As a factual statement and analysis the 
book is admirable, not only for its tech- 
nical content but also for the suggestions 
it evokes of further exploration. An alpha- 
betical bibliography and a usable index 
make it also a convenient work of refer- 
ence. 

LELAND REX ROBINSON 
New York City 


Younc, James T. The New American 
Government and Its Work. 4th Ed. 
Pp. xviii, 1118 New York: The Mac- 
millan Co., 1940. $400 
It seemed to some when the first edition 

of this standard text in American Govern- 

ment appeared (long before the depression) 
that the American Government had al- 
ready changed so much that the title was 
both ominous and prophetic. Certainly the 
author must feel that his choice of title has 
been vindicated by the efflux of time, be- 
cause the government described and an- 
alyzed and appraised in the fourth edition, 
while still the American Government, is 
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nevertheless quite different from che one 
describec <n the first edition. 

Professcr Young has done a very nice 
job of balancing the old and persisting 
against the new, and in the judgment of 
this reviewer, has selected for treatment 
those aspects of the new which are likely to 
remain significant for some time to come. 

Most of us have changed while the 
American Government has changed, and it 
may even be that the Government changed 
because we did. This change is reiected 
strikingly and intelligently in the authcr’s 
Introduction to this edition, wherein he 
stresses the change that has occurred .n the 
minds of Americans as to the prcper scope 
of governmental functions. On page 11 
Professor Young has this to say: 

“We are being brought into an ever 
closer national unity by the men who in- 
vented the steam engine, the electric motor, 
the radio, who discovered the germs of dis- 
ease, who perfected the passenger elevator 
and developed modern methods of farming, 
advertising and sales management. These 
men have strongly influenced the growth of 
national government powers. And they 
have done fer more. Unwittingly they 
have pointed out to us countless new means 
by which the government may render serv- 
ice to the people. Entirely aside from its 
work of regulating it can help. It can 
build interoceanic canals. It can develop 
new farm crops adding hundreds of mil- 
lions to the national resources. It can dis- 
tribute the results of scientific research in 
many fields *kus enriching the national 
wealth. It can aid the public health, voca- 
tional training, general education, thus as- 
suring to all classes a fuller participation in 
‘the general weltare.’ Far above the mere 
coercive power of government is its au- 
thority to encourage, to aid and to serve. 
It is this authority which promises most 
for the government of the future.” 

At the same time, the author realizes 
that too great an acceleration in the na- 
tional hfe may merely reflect nervous in- 
stability, and it is with this in mind that 
he cautions us that “such is quick govern- 
ment as now operated. Our nervous weak- 
ness in things political is fast making us 
the victims of those who promise us most 
and promise it now.” Professor Young is 
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uncomfortable over the changes in the re- 
lationships between the executive znd the 
lawmaking branches of our government, al- 
though he is aware of the distinctions be- 
tween emergency and normal times. He 
apparently does not believe that the emer- 
gencies continue indefinitely. 

This book always has been par-icvlarly 
distinguished because of its sections zelat- 
ing to government and business. When 
this aspect of political science was still 
unborn curricularly, The New American 
Government and Its Work contained large 
sections relating to the numerous and vari- 
ous powers and functions of the national 
and state governments with respect to the 
regulation of business. This edition con- 
tinues the earlier policy and brings the ma- 
terial abreast of current developments. 
This meant a great deal of new writing, 
and the reader will find in convenient form 
a summary statement of this subject as it 
now stands. 

The rising subject of personnel is dealt 
with in a concluding chapter, but for the 
most part, administration as such is not 
dealt with as a separate topic. It is dis- 
cussec in the numerous places :n which it 
appears as part of the governmental 
process. 

Prefessor Young has not coafired him- 
self to mere description and analysis, but 
at numerous points gives the student the 
benefit of his own critical observations and 
thinking. His comments on the subject of 
labor legislation in the National Govern- 
ment emphasize the need for more care in 
the drafting of such legislation, and par- 
ticularly stress the necessity for adminis- 
trative changes in the enforcement of na- 
tional labor relations laws. His comments 
at times are very pointed. For instance, 
on page 445 he says: “A vast network of 
agents [of the N.L.R.B.], animated by 
strong bias, were clothed wita the full au- 
thority of the Board.... It is small 
cause for wonder that such a system 
arcused the violent protests not only of 
those regulated but of thcse for whose. 
benefit the regulation was interded. 

“Tt would seem especially important that 
in the highly controversial questions of 
employment in which the Government is 
new intervening, quite extraordinary efforts 
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should be made to maintain a fair pro- 
cedure and an impartial, unbiased per- 
sonmel.” ` 

The section of the book dealing with 
locel government in its various forms has 
been expanded, but of course still remains 
the briefer portion of the book, The sum- 
mary is, however, a good one. 

The New American Government is a 
book that could be read by many outside 
the classroom with profit and interest. It 
tells a story that grows longer with each 
telling, but the story is one that needs to 
be heard repzatedly. The book has grown 
as the government has grown. The book 
remains in this edition one of the standard 
works on the subject. 

Oxrver P. FELD 

Indiana University 


Lyon, LEVERETT S., et al. Government and 
Economic Life, Vol. II. Pp. xi, 520- 
1301. Washington: The Brookings In- 
stitution, 1940. $3 50. 

Continuing the analysis of the relation 
of government to private enterprise begun 
n Volume I (see review, THE ANNALS, 
May 1940. pp. 225-6), this volume deals 
with the exercise of governmental authority - 
involving both implementation and regula- 
tion in reference to industrial areas and 
time pericds which have been singled out 
for special rather than general govern- 
mental treatment. The wide variety of 
objectives sought and of methods used in 
administration and enforcement of public 
policy in these special fields causes the 
subject matter of this volume to stand out 
in contrast with Volume I. More extensive 
restraints and more definitive procedures 
characterize the regulation treated in this 
new volume. 

In addition, three chapters (263 pages) 
are given over to an analysis of govern- 
mentally organized production such as 
direct production, public relief, and social 
security. 

Students of special aspects of govern- 
ment’s relationships to the economic areas 
designa-ed as foreign commerce, public 
utilities, transportation, agriculture, bi- 
tuminous coal, petroleum, and natural gas 
will find a treatment which in detail, foot- 
note r2ferences and comment, and issues 
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outlined is well above the elementary re- 
views of such fields found in many “eco- 
nomic problems” textbooks and even in 
whole books on these particuler' topics. 
Each chapter is sufficiently meaty and ex- 
tensive to merit the attention of scholars 
in the special fields. Each is also well de- 
signed to assist the mature student and the 
general reader with an equipment in eco- 
nomic terminology and analysis. 

It is not so much that altogether new 
points of view are obtained as that there is 
given in each case an orderly review of the 
problem as it developed historically; and in 
addition, an effort to reveal earlier, dom- 
inant, and emerging issues of public policy 
is clearly evident not only in organization 
of data but also in the sections devoted 
specifically to trends, issues, or group re- 
actions. Appraisal is not lacking but is 
always temperate. While presumptuous in 
a brief review to attempt detailed and 
critical anlaysis of so extensive a volume, 
the reviewer will indicate aspects of several 
of the presentations which caught his eye, 
humbly recognizing himself not competent 
on all the data presented. 

“Foreign Commerce” is discussed in 89 
‘pages, commencing with Colonial conditions 
and closing with present tensions. Les- 
sons from our tariff history are drawa, but 
the authors refrain from definitive judg- 
ment on the present Reciprocal Trade 
Agreement policy, suggesting that ‘never 
could a policy of tariff moderation have 
been undertaken under more adverse world 
conditions” (p. 598). The varied mean- 
ings of reciprocity in American tariff his- 
tory could have been made clearer. 

The chapter on “Public Utilities” em- 
braces 129 pages. Vigorous but judicial, it 
covers not only the privately owned public 
utilities but also the government ownership 
phase. One detects an economic “price” 
rather than a legalistic “property” note in 
the treatment. 

An emphasis upon “managerial super- 
vision” runs through the discussion of 
“Transportation” (117 pages) as applied to 
the railroads and regulation imposed by the 
Interstate Commerce Commission, and also 
as applied to highway, water, and air 
transport agencies. As might be expected, 
the effectiveness of the managerial super- 
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vision which has developed comes in for 
critical analysis. “Thus fundamental con- 
tradictions have developed between the 
stated objectives of railroad regulatory 
policy and the means provided ior achiev- 
ing those objectives” (p. 861). 

The chapters on “Agriculture” (83 
pages) and “The National Recovery Ad- 
ministration” (26 pages) carry cur knowl- 
edge of American experience in these fields 
little farther than former studies under the 
auspices of the Brookings Institution, and 
by others. Nevertheless, the pointing up 
of the agricultural problem as related to 
the whole economy (pp. 938 ff.) does bring 
forth excellently the major issues, whil2 the 
succint summary on the N.R.A. (pp. 1056 
ff.) not only suggests the fundamentel is- 
sues of that Administration’s procedures, 
but also connects the period in which it 
operated with subsequent developments. 

Of special immediate interest is the 
chapter on “War” (Chap. XXVII). There 
is included a review of the World War ex- 
perience in price fixing and governmental 
production, together with a brief historical 
summary of recent and proposed economic 
controls in reference to industrial mobil_za- 
tion, war profits, noninvolvement in ex- 
ternal conflicts, and neutrality. Significant 
is the fact that the problem of “prepara- 
tion in advance of war” (but without refer- 
ence to defensive preparation) requires 
only a half-page for treatment. This is no 
indictment of the authors. At the time of 
writing there was no more to be said! 

For general readability the reviewer com- 
mends sections IV-VII inclusive of the 
chapter on “Government as a Producer,” 
and the final chapter on “Concluding Ob- 
servations.” Both portions are highly sug- 
gestive and set forth the basic principles 
and considerations by and upon which ulti- 
mate decisions as to public economic policy 
must rest. 

The reviewer regrets that in a volume of 
this scope no especial attempt was made to 
draw attention to the use of the govern- 
ment or public corporation as a developed 
device either for special types of “control” 
or for direct production. In all, however, 
at least eighteen such government or “pub- 
lic” corporations were mentioned in the 
text and in the Index. 
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The Preface acknowledges the collabcra- 
tion in this study of Professcrs Frank A. 
Fetter, Ben W. Lewis, and Paul T. Homan, 
and of Charles L. Dearing, Edwin G. 
Nourse,‘ Eleanor Poland, and Charles O. 
Hardy, as well as many others. 

Together with Volume I, this volume will 
become a standard reference upon the sub- 
ject of the social control of industry and 
economic life. It should find its way into 
the libraries of business men and legislators 
_ as well as students. 

cee E ARTHUR G. Coons 
` Claremont Colleges 


LasxKı, Haro J. The American Presi- 
dency. Pp. viii, 278. New ‘ork: 
Harper & Brothers, 1940. $2.59. 


It is a pleasure to record that Harold 
Laski has written a well-rounded, pene- 
trating, lucid exposition of the American 
presidency. It is stimulating, suggestive, 
corrective. It is firmly grounded on an ex- 
tensive reading of the histcry of the office 
and the biographies of many of its tenants. 
Yet the valuable feature of Mr. Laski's 
interpretation is his insight into trerds, his 
forecast of future needs, his anticipation 
of developments. And, as is common in 
Mr. Laski’s writings, there are many acute 
insights, and many superb phrasngs of 
what is already known to students of the 
office. 

Mr. Laski’s dominant theme is that 
American national life, viewed icternally 
and internationally, requires and constantly 
will require greater national unity, and that 
the chief political focus around which that 
unity can be built is the presidency. The 
corollary is that the Nazion neecs strong 
Presidents: “A weak President, in a word, 
is a gift to the forces of reaction in the 
United States,” and, of course, a source of 
real danger in the conduzt of international 
relations. A negative ccrollary which Mr. 
Laski examines at some Jength is the weak- 
ness inherent in the separation cf powers 
especially the rigid structural separatior 
of executive from legislature, with the con- 
sequent inability of the Presidert to con- 
trol Congress except during the “honey- 
moon” period in more or less criss periods. 

“Democracy needs c:ear direction” and 


AMERICAN ACADEMY 


“it is not possible in the modern state to 
separate legislation from administration.” 
In our system the President’s nationwide 
power lies in the public support he can 
command; he cannot, therefore, proceed 
too rapidly, “for in democratic politics, the 
justification for drastic expedients is long 
familiarity with the idea; their possible 
coming must be part of the current coin of 
political controversy.” The attempt by 
President Roosevelt to reform the Supreme 
Court was a violation of this rule. 

Besides the introduction and the conclu- 
sion, three chapters deal with “The Presi- 
dent and His Cabinet,” “The President and 
Congress,” and “Foreign Relazions.” In 
the first, Mr. Laski offers a highly impor- 
tant analysis complementary to that of the 
President’s Committee on Administrative 
Management. That Committee empha- 
sized the President’s great need for an ade- 
quate staff for management purposes; Mr. 
Laski gracts that, but emphasizes the 
President’s equally great need for a politi- 
cal staff—e cabinet of first-rate men, able 
counselors, and, in part at least, under- 
studies for the presidency itself. His- 
torically, with some exceptions which prove 
the rule, cabinet members have been weak 
men, not nationally known before appoint- 
ment, and soon sinking into obscurity after 
leaving office. 

Mr. Laski’s treatment of ihe President 
and Congc-ess is naturally influenced by his 
great knowledge of the English cabinet sys- 
tem. He makes good use oi comparative 
analyses and gives an excellent résumé of 
the politics of President-Congress relations. 
This analysis is intensified in his chapter on 
foreign relations, where the Senate is the 
focus of interest: “No legislative assembly 
in the world rivals the Senate of the United 
States ir its influence in the international 
sphere.” While he analyzes carefully the 
well-known difficulties between President 
and Senate in the conduct of foreign rela- 
tions, he concludes that the President has 
ample power and that the Senate performs 
a fundamental democratic function. In 
fact: “But it is, I think, beyond doubt that 
the American safeguards against executive 
unwisdom—I use a neutral word—are an 
improvement of profound importance upon 
anything that Europe has so far evolved.” 
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He can, however, find nothing good to say 
for senatorial courtesy. 

This book is good reading for both ex- 
pert and amateur. It should be absolutely 
required reading for those obviously unin- 
formed persons whose primary conception 
of critical analysis of the President’s office 
is to shout “dictatorship.” 

HARVEY PINNEY 

New York University 


Hunter, Merri Harop, and HARRY 
KENNETH ALLEN. Principles of Public 
Finance. Pp. xx, 672. New York: 
Harper & Brothers, 1940. $3.50. 
Modern treatises on public finance cus- 

tomarily approach their problems in one of 
three ways. One group analyzes the fiscal 
institutions, usually those of the author’s 
country, from the historical, statistical, and 
administrative angles. This may be de- 
scribed as the realistic type. A second 
group indulges in a discussion of general 
fiscal theory, or the principles of credit, 
expenditure, and taxation. This is more 
or less closely related to “pure” fiscal 
theory. A third group represents a com- 
promise between the first two, and serves 
‘something of the same purpose as a de- 
partment store by seeking to satisfy every 
demand that may be made upon it. Trea- 
tises of this type deal with practical as well 
as theoretical issues, moving to and fro 
between historical, statistical, legal, and 
administrative analyses and an abstract dis- 
cussion of fiscal and tax doctrines. 

Evidently, the new book of Hunter and 
Allen belongs to the last category. Hence 
it is likely to disappoint more mature stu- 
dents in the field who look either for a 
complete picture of the American fiscal 
system and its present-day problems or for 
a comprehensive and consistent develop- 
ment of general fiscal theory. Just be- 
cause of its eclectic character, however, it 
will be welcomed by many newcomers who, 
without penetrating too deeply, are anxious 
to be stimulated and to get a bit of every- 
thing. Thus it will prove useful as an 
introduction into the field. 

The main attitude of Hunter and Allen 
is critical and skeptical. They like to 
emphasize the weaknesses end drawbacks 
of fiscal policies and tax laws and the lim- 
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itations of general doctrines. In this re- 
gard the book offers some illuminating re- 
marks. Unfortunately the inexperienced 
reader is sometimes left in the dark. For 
instance, after having surveyed the mooted 
questions of tax distribution, the authors 
conclude that ability to pay is not the only 
criterion on which a tax system skould be 
built. However, we miss a satisfactory 
substitute The final suggestion taat in 
the future more attention should be given 
to the “economic, social and individual ef- 
fects of texes” (p. 205) is too nebulous to 
serve as the guiding star of future tax poli- 
cies. Incdentally, this smooth advice is 
in obvious contrast to the old-fashioned 
conception, inculcated by a previous sec- 
tion, that “the state is a co-operative 
entity which can function only because of 
the citizens who compose it and who are 
members of the co-operative,” and. its 
corollary, that contributions should be 
made, as in a co-operative, not according 
to the benefit received, but according to 
the ability to pay (pp. 190-91). 
Frrrz KARL Mann 
American University 


CHATTERS, CARL H., and IRVING TENNER. 
Municipal and Governmental Account- 
ing. Pp. xviii, 794. New York: Pren- 
tice-Hall Inc., 1940. School Ed. £4.50; 
Trade Ed. $6.00. 

No introduction to Carl H. Chatters, 
executive director of the Municipal Fi- 
nance Officers’ Association of the 1313 
group at Chicago, is needed by public oñ- 
cials or by persons who are interested in 
problems of public finance. In this work 
prepared by Mr. Chatters and his asso- 
ciate, Irving Tenner, a very useful survey 
of the principles of governmental account- 
ing and financial administration is pro- 
vided. The approach to the prodlern is 
that of the expert who has mastered his 
materials. In twenty-four compact and 
tersely written chapters, the authors ana- 
lyze the procedures of accounting, audits, 
budgeting, purchasing and storing, assess- 
ing, and administrative organization 

More specifically, the subjects discussed 
in Part Two are “Funds”: the General 
Fund, Special Revenue Funds, Bond Funds, 
Sinking Funcs, Working Capital Funds, 
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Special Assessment Funds, Trust and 
Agency Funds, and Utility Funds. A final 
chapter in this section considers the prob- 
lems of General Fixed Assets, General 
Bonded Debt, and Inter-Fund Relation- 
ships. In Part Three of their work, en- 
titled “Revenues and Expenditures” the 
authors subject to critical appraisal the 
Classification of Revenue and Expenditure 
Accounts, Budgeting, Revenues, Expendi- 
tures, Cost Accounting, and Utility Reve- 
nues and Expenditures, Part Four, “As- 
sets and Liabilities,” analyzes such subjec:s 
as Cash, Investments, General Property 
Taxes, General Fixed Assets, Fixed Assets 
of Self-Supporting Enterprises, and Liabili- 
ties. Part Five consists of one chepter 
relating to “Reporting,” and Part Six is 
concerned with “Federal Accounting.” 

Supplementing the volume are three ap- 
pendices. The first one, labeled “Goverm- 
mental Accounting Terminology,” provides 
in succinct form a glossary of terms used 
in accounting. It will, I believe, be found 
invaluable by teachers and laymen who re- 
quire precise formulations of terms used in 
their work and in their thinking. The 
Bibliography composes Appendix II. In 
it the authors have listed the works which 
are absolutely necessary to the understand- 
ing of municipal finance and Federal ac- 
counting. For the benefit of research 
workers and public officials, they have in- 
cluded a list of all reports, giving the name 
of the unit and the compiler. The third 
appendix consists of a number of “Ques- 
tions and Problems” which add materially 
to the value of the work. 

The reviewer has felt obliged to enu- 
merate these points, since anyone who may 
be interested in the book will be more 
concerned about what is in it than about 
how good it is. He will take it for granted 
that this is the fruit of broad experience 
and unquestioned competence. 

Having disposed of the amenities, I must 
yield to a feeling of annoyance with this 
text, which affects me in much the same 
way that all standard textbooks in the field 
of economics do. It assumes in the voung 
men in the business schools and the sea- 
soned finance officers an honest sophistica- 
tion which I fear does not exist. For in- 
stance: “. . . the ability of a business to 
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borrow is dependent on the amount and 
liquidity of its net assets...” (p. 4). Was 
this true in the case of the late Mr. Coster? 
And again: “. . . the resources of the entire 
community form the basis of governmental 
borrowing” (p. 4). Not in the case of 
North Dakote. But let us not be captious 
critics. It :s admittedly impossible to 
write a book which summarily describes 
municipal finance as it is, and at the same 
time provides a systematic guide as to 
what ought to be. This work leans in the 
latter direction; and I know no one who 
is better equipped to define the standards 
of municipal finance than Carl Chatters 
and Irving Tenner. 
Roy V. PEEL 
Indiana University 


WEISSMAN, RUDOLPH L, (Ed.). Economic 
Balance and a Balanced Budget: Public 
Papers of Marriner S. Eccles. Pp. xxi, 
299. New York: Harper & Brothers, 
1940, $3 50. 


Mr. Eccles, whose more important pub- 
lic papers have been assembled in this 
book, has played an important role in the 
development of the easy money policy of 
the present Administration, first, as one of 
the few bankers in the country who in- 
dorsed the financial policies of the New 
Deal in its early days, and second, since 
1934 in his role of Governor and later 
Chairman >f the Federal Reserve Board. 
He has also been a leading champion of 
the idea that in order to restore prosperity, 
the easy money policy must be supple- 
mented by a policy of increased govern- 
mental expenditures financed by borrowing. 
Better versed in matters of finance and 
more interested therein than any other 
member of the New Deal Administration, 
Mr. Eccles quite early became the chief 
interpreter of the New Deal financial pol- 
icy. 
Mr. Eccles has discharged this responsi- 
bility with distinction. His addresses be- 
fore the American Bankers’ Association 
and other bodies and his testimonies before 
Congress have been marked by admirable 
clearness, straightforwardness, competent 
handling of facts, and high idealism; and 
they have justly attracted wide attention. 
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The papers, assembled by Mr. Weiss- 
man, author of The New Federal Reserve 
System and The New Wall Street, and pre- 
sented in this volume, cover a wide range 
of subjects. Some of them deal with 
highly technical problems of monetary and 
banking controls. In this group are those 
on the “Future of Banking,” “Government 
Ownership of the Federal Reserve System,” 
“Evils of Currency Inflation,” “Fallacies of 
the Silver Program,” “Monetary Measures 
and Objectives—Proposals to Maintain 
Prices at Fixed Levels Through Monetary 
Action,” and “Long Range Problems of 
Bankers and the Federal Reserve System.” 
Other papers, such as those on “Compen- 
satory Action and the Role of Govern- 
ment,” “Debt: Public and Private,” and 
“Government Spending: The Way to Bal- 
ance the Budget,” are concerned with fiscal 
measurts for the restoration of prosperity. 
Finally, still others entitled respectively: 
“Controlling Booms and Depressions,” 
“Obstacles to Recovery,” “Preservation of 
the Economic System,” and “How Are We 
to Put Idle Men, Money and Machinery 
to Work?” deal in their respective inter- 
relationships with the whole gamut of mon- 
etary, banking, fiscal, foreign exchange, 
labor, price, and other economic controls 
devised by the Government for the com- 
batment of dépression. As a result of 
competent editing, the papers are singu- 
larly free from repetition. Each is pre- 
faced with an explanatory note by the 
editor indicating the circumstances under 
which it was delivered and the economic 
conditions which existed at the time. 
These explanatory notes make clear to the 


reader the pertinence of Mr. Eccles’ ob- ° 


servations, 

Mr. Eccles is no inflationist. His ideal 
is a stable and prosperous economy. He 
considers it the duty of government to 
combat any major fluctuations in business 
activity by all the means at its disposal. 
He charges with inconsistency those per- 
sons who believe that it is proper for the 
government to use its monetary and fiscal 
powers to check inflation but improper to 
use them to check deflation. Mr. Eccles 
was much more concerned over the possi- 
bility of a relapse into a deflation than the 
occurrence of inflation. In fact, he denied 
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the likelihood of an inflationary rise in 
prices, no matter how large the budgetary 
deficits, as long as there was substantial 
unemployment and unused productive ca- 
pacity generally. The course of events has 
shown that Mr. Eccles was correct in this 
conviction. 

Mr. Eccles is no reckless spender He 
does not believe in government spending 
during a depression for the spending’s sake. 
He believes in such spending “as a supple- 
ment and stimulant to private sperding, 
using only the manpower, materials and 
money that otherwise would be idle, and 
using them only in a way that avoids com- 
petition with private enterprise” (p. 185). 
“Government” he said in one oi his 
speeches, “should get the maximum of 
value for the money it spends, recogn:-zng 
the size and inherent difficulties of the un- 
employment and the relief problem—ihe 
objective always being a maximum of pri- 
vate employment.” Mr. Eccles was more 
afraid, during the past seven or eight yeazs, 
of a persistently unbalanced national econ- 
omy than of a persistently unbalanced 
budget. Increased public indebtedness, in 
his opinion, was not dangerous so Jong as 
it helped to increase the national income 
in a lasting way. 

Nor is Mr. Eccles a foe of the capital- 
istic system. His advocacy of a positve 
interventionist policy by the Government 
during a depression was due to his desire 
to preserve that system. 

Sometimes Mr. Eccles made poor prcg- 
nostications, as for example when ke said 
on November 13, 1936, before the New 
England Bank Management Conference: 
“It is my belief that there will be very 
little more borrowing by the Federal Gov- 
ernment” (p. 61). But such errors of 
judgment on his part seem to have been 
relatively few. 

Students of finance will find in this booz 
the clearest and most comprehensive ex- 
position of the New Deal financial policy 
that has yet appeared. They will be im- 
pressed by the restraint and dignity with 
which Mr. Eccles has argued for this policy 
at a time when it has been the subject of 
bitter controversy. 

PAUL STUDENSKI 

New York University 
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STONE, Haron A., et al. City Manager 
Government in Nine Cities. Pp. vi, 544; 
City Manager Government in the United 
States. Pp. xvi, 279. Chicago: Public 
Administration Service, 1940. 

Both these studies were made under aus- 
pices of the Committee on Public Admin- 
istration of the Social Science Research 
Council. The fact that a number cf man- 
ager cities with varying political and geo- 
graphical conditions have operated under 
the plan for twenty years or more, ac-, 
counts for these timely and wor-h-while 
appraisals. The authors studied 2ighteen 
manager cities, and arranged for the sur- 
vey of thirty-two more by qualified teach- 
ers and students of government. The first 
volume presents reports on nine of the 
eighteen group; the second volume sum- 
marizes the results as found in zhe total 
number of fifty cities, two of which had 
abandoned the plan at the time the surveys 
were made, ` 

The Nine Cities study gives the student 
and the layman an excellent opportunity to 
picture diverse but typical situaticns before 
and afier adoption of this centralized ad- 
ministrative plan. It points out in scien- 
tific but easily readable style, the differ- 
ences in local governmental sceres caused 
by nature of populations, conditions of 
political control, degrees of state super- 
vision relations with coymty government, 
breadth of franchise, and many other fac- 
tors. The dependableness of diversity, as 
well as the possibility of specific regional 
aid, is merely indicated in an enumeration 
of the cities surveyed: Janesville (Wiscon- 
sin), Charlotte (North Carolina), Fred- 
ericksburg and Lynchburg (Virginia), 
Dallas and Austin (Texas), San Diego 
(California), Jackson (Michigan), and 
Kingsport (Tennessee). By expositions 
and comparisons of administrazions before 
and after adopting the manag2r plan, the 
authors have furnished existing and pros- 
pective manager cities with tangible guides 
for avoiding the depressing effect of similar 
local pitfalls, as well as for taking advan- 
tage of adaptable successes of other com- 
munities. Most of all, the book demon- 
strates that cities have persoralities which 
must be studied, understood, and catered 
to by their commissions, theix managers, 
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and their local civic leaders, if they wish 
to obtain maximum results with public 
approval. 

The broader study, summarizing results 
obtainzd from fifty manager cities, is di- 
vided into three parts, covering develop- 
ment, administration, and politics. All 
three sections are well balanced, inclusive, 
and satisfying. Their backgrounds are de- 
veloped in such manner as to offer an ex- 
cellent sweep of the progress and the 
processes of local government during the 
past fifty years. The contrasting virtues 
ard defects of the commission and man- 
ager plans present valuable student mate- 
rial, as well as convincing campaign sources 
for the crusading citizen groups. The rela- 
tionships of the principal factors of local 
government are brought out in a discus- 
sion of furctions, and their association 
with the short ballot. Proponents ‘of the 
manager plan will be interested in the sec- 
tion on “promotion and spread of the 
idea.” 

Part II, on “Administration,” thoroughly 
ana.yzes the manager, including his educa- 
tioral and experience backgrounds, term of 
service, salery, and many other details. A 
discussion of the widely different types of’ 
manager, each fitted into success and fail- 
ure pictures, emphasizes the lack of a fixed 
success pattern for all communities. Other 
sections deal with the manager’s part in 
planning, in personnel and finance tech- 
niques, and as a co-ordinator. 

“Politice” is the subject of Part III. It 
deals with the work of the councilmen and 
with the relations between the manager 
plan and political spoils, petty politics, and 
red tape. “The Conflict of Political Ideas” 
is a valuable and instructive conclusion to 
this secticn of the book. Special attention 
is directed to a four page (258-61) general 
conclusion, which should be dedicated to 
and studied by those busy business men 
who undertake to bring about a quick and 
permanent shift to automatic good local 
government. 

Henry G. Hopces 


University of Cincinnati 


Locan, Harotp A., and Marx K. INMAN. 
A Social Approach to Economics. Pp. 
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xvi, 659. Toronto: University of To- 

ronto Press, 1939. $3.75. 

FarRCcHILD, Fred Rocers, ef al. Econom- 
ics. Rev. Ed. Pp. xxx, 828. New 
York. The Macmillan Co., 1940. $3.00. 

SHANNON, Frep ALBERT. America’s Eco- 
nomic Growth. Pp. 867. New York: 
Tne Macmillan Co., 1940. $3.75. 

The first of the above books was writ- 
ten, the authors state, to provide Canadian 
‘students with an economics which is ori- 
ented in terms of the economy or their 
own country. Some statistics, facts, and 
description are drawn from Canadian 
sources, 

Analysis, unfortunately, is not in terms 
of Canadian problems. For example, there 
is little or no reference to the problem of 
regionalism in the Canadian economy—the 
divided interests which may yet tear apart 
the country; no analytical discussion of 
the enormous burden placed on Canadians 
by the tariff in contrast to the relatively 
minor burden in the United States with its 
large market; no study of the regressive 
character of much of Dominion taxation— 
all matters which economic analysis could 
illuminate. 

* The analytical part stands in the middle 

of the volume, isolated from the descrip- 

tion of Canadian economic life and prob- 
lems; the student will not see that the pri- 
mary purpose of economic theory and 
analysis is to shed light on the day-to-day 

-practical affairs of the economy. Thus the 

Canadian student may learn a few facts 

about his country, but he will not be in- 

ducted into thinking through these facts in 
terms of economic analysis. 

The authors have obviously read the 
recent literature on some of the technical 
problems in economics such as those asso- 
ciated with monopolistic competition and 
savings-investment controversy. Some of 
their references to United States matters 
are out of date; frequent errors occur, as, 
for example, the description of the Wis- 
consin unemployment insurance law; merit 
or experience rating is not set in clear 
form. 

The volume by Fairchild et al. is a revi- 
sion of the book which appeared in 1937, 
and continues as a shorter edition of their 
e well-known two-volume Elementary Eco- 


259 


nomics. The volume, however, covers the 
entire range of customary subject matter, 
including in addition chapters on railroads, 
socialism, fascism, and others. It is writ- 
ten for beginning students. 

While the book is concemed primarily 
with economic analysis, such analysis is 
skillfully oriented in terms of current prob- 
lems and statistical materials. The student 
is made to see that economics is nət so 
much a set of principles or laws, but rather 
a technique of analysis. The book has 
maturity and substance, and deserves care- 
ful consideration by teachers looking for a 
single-volume text. 

Shannon’s book is a revision of his Eco- 
nomic History of the People of the United 
States, and has been brought thoroughly up 
to date. The volume is skillfully written - 
and is designed to enable the studert to 
understand the economic forces which 
shaped the development of the United 
States. Although facts and statistics 
abound, interpretation is always inter- 
woven. 

The book purposes to be written -n a 
judicial frame of mind, yet the author as- 
sumes an obligation to weigh the events 
and judge them in terms of growth or 
decline. This attitude leads to interpreta- 
tion with which the reader may disagree. 

For example, such a judicial weighing of 
evénts should induce the author to think 
in terms of total effects, rather than to 
“play up” the sordid side of the private 
enterprise system. Yet this is not what he 
has done; rather an effort is made to “show 
up” the selfishness of entrepreneurs. Thus, 
especially in the last portion of the book, 
we generally find that Republicans, em- 
ployers, newspaper editors, American Fed- 
eration of Labor, and employers’ organi- 
zations are found wanting, while roses go 
to Democrats, workers, unions, and CIO. 
Thus on p. 747 the author says, “Judging 
by the almost universal condemnation of 
the S.E.C. by newspaper editors, since they 
opposed nearly all reform measures, its 
policies must have been excellent.” Here 
we have a new standard of historical cri-i- 
cism. 

The author’s understanding of economic 
theory is shaky. Thus we are told that 
because America was a creditor nation m 
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1929, it dragged other countries irto the 
depression (p. 731), The thirty-hour week 
if adopted in 1930 could have avoided the 
depression (p. 738). Because the R.F.C. 
made loans to insolvent banks, their de- 
positors lost their money (p. 743). Be- 
cause of the depression, citizens lost 808 
billion dollars, or $2,700 per family an- 
nually (p. 771). The author accepts the 
purchasing-power theory of prosperity in 
its crudest fashion; trained economists may 
wonder how an economic historien in a 
great university could so successfully es- 
cape simple economic truths and interpre- 
tations. ; 

Equally irritating are the numerous er- 
rors of fact. Thus we are told the A. F. 
of L. “refused” to organize labor in the 
basic industries (p. 778). The sit-down 
strike was inaugurated to prevent the em- 
ployers from using the mumitions stored 
within the factory walls (p. 778) 

A teacher in examining this book with 
a view to class use will have to decice 
whether he wants a racy, biased account 
permeated with a longing for “a new social 
order,” or something else. All teachers 
welcome searching criticism of economic 
practices and results, but this book appears 
to be designed to flame the embers of class 
warfare, 

Emerson P. SCHMDT 

University of Minnesota 


HeaLy, Kent T. The Economics of 
Transportation in America, Pp. xviii, 
575. New York: Ronald Press Co., 
1940. $4.00. 

This is a scolarly work, dealing as its 
subtitle states, with the dynamic forces in 
the development, functioning, ard govern- 
ment regulation of the several agencies of 
transportation. There is much historical 
material presented, and there is detailed 
explanatory analysis of past and present 
transportation practices and of government 
policy of regulation. While other trans- 
portation agencies are not neglected, most 
space is given to railroad transportation. 

As the volume deals primarily with the 
economics of transportation, rather than 
with the conduct of transportation as a 
business enterprise, much space is given to 
two subjects: (1) the costs of transporta- 
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tion and the pricing of services or rate- 
making; and (2) the policy and results of 
government regulation. As would be ex- 
pected, in the discussion of these two sub- 
jects, railroad transportation and its prob- 
lems receive major consideration. 

Possibly the author’s most valuable 
contribution is his analysis and discussion 
of the costs of railroad services. While 
the author had the benefit of the previous 
studies and writings of Dr. M. O. Lorenz 
of the Staff of the Interstate Commerce 
Commission, and of Professor J. M. 
Clark, he has carried the discussion be- 
yond the point previously reached. The 
evidence presented shows clearly that the 
fixed costs of railroad service comprise a 
much smaller percentage of expenses than 
they are generally assumed to comprise. 
The general conclusion reached by the 
author is “that, under present conditions, 
costs are made to vary closely with the 
volume of traffic handled,” and “that the 
average unit costs [of freight traffic] tend 
to be nearly uniform over a wide range 
of densities, and the costs of handling 
additionel increments of business are not 
likely to be much below the average 
costs.” : 

It was somewhat disappointing to find 
that the author was not able to throw 
much light upon the controversial ques- 
tior as to what share of tke costs of 
motor truck freight transportation is 
borne by the public. However, the 
reader should presumably not expect the 
impossible of an author. As regards the 
total costs of transportation upon rivers 
and canals, the author might safely have 
gone somewhat farther than he did with- 
out treading upon uncertain ground. 

The author’s study of the history of 
railroads has apparently given hım (per- 
haps unconsciously) a more critical atti- 
tude toward present railroad policies than 
he has toward other carriers. More might 
have been said concerning what the rail- 
roads are doing to solve their problems. 

Much of the work that hes been done 
by the Interstate Commerce Commission 
is discussed in the detailed and informa- 
tive treatment of the economics of gov- 
ernment regulation of the railroads. The 
Commission seems to have avoided mis- 
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takes; at least its policies and decisions 
are not subjected to criticism. 
Emory R JOHNSON 
University of Pennsylvania 


Stoxes, Mitton L. The Bank of Can- 
ada. Pp. xii, 382. Toronto: The Mac- 
millan Company of Canada Limited, 
1939. $4.00. 

In this volume the author faithfully pre- 
sents a clear story of the organization of 
the Bank of Canada, from the preliminary 
factual background and the wide range of 
controversies in the general text to the 
legal documents in the Bank of Canada Act 
itself in 1934 and the subsequent amend- 
ments in 1936 and 1938. His account is 
illuminating for any general reader and 
should be invaluable to students of central 
banking history. 

Canada, the author points out, was un- 
usually slow in being convinced of the ad- 
vantages of a central bank to that country. 
The Canadian banking system had attained 
a high degree of success. Moreover, like 
most other countries prior to 1914, Canada 
had operated smoothly on the automatic 
gold standard. In 1914, however, uneasi- 
‘hess over the international financial situa- 
tion forced Canada to pass the Finance 
Act; this in effect was equivalent to aban- 
doning the gold standard and increasing the 
note issue. Canada thereby averted the 
immediate threat of a panic, and financed 
the huge war expenditures. In 1919 a fur- 
ther act was passed to continue the 1914 
provisions, and in 1923 the original war 
measure was converted into a permanent 
peacetime measure. The Treasury Board 
administered the act in a routine fashion, 
without any attempt at controlling the 
amount of credit. By 1929 it became evi- 
dent that the Finance Act had serious im- 
plications and that some kind of a central 
bank should be established. 

In 1933 a Royal Commission on Bank- 
ing and Currency was appointed to hold 
hearings throughout the Dominion on opin- 
ions relative to the Canadian banking situ- 
ation. ‘The Commission’s investigation was 
thorough, and its report contained, in addi- 
tion to a summary of the findings, recom- 
mendations for appropriate measures to be 
adopted in establishing a central bank. The 
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Commission advocated the creaticn of a 
privately owned central bank which, with 
a capitalization of $5,000,000, should have 
the sole right of note issue and told the 
country’s entire gold reserves. This insti- 
tution should act as a bank for bankers and 
as fiscal agent for the governments, turning 
over its excess profits to the Dominion 
Government. 

A bill for adopting the Monetary Com- 
mission’s recommendations was introduced 
in Parliament February 22, 1934. Though 
a long series of debates followed, the Bank 
of Canada Act was passed in much the 
same form as advocated by the Commis- 
sion. The Bank opened for business 
March 11, 1935, with the following objec- 
tives: “To regulate credit and currency in 
the best interests of the economic life of 
the nation, to control and protect the ex- 
ternal value of the national monetary unit, 
and to mitigate by its influence fluc-uations 
in the general level of production, trade, 
prices, and employment.” 

Several features of the Bank’s o-ganiza- 
tion were not settled satisfactorily prior to 
its opening. Accordingly an amendment to 
the act was passed in 1936, increasing by 
$5,100,000 the Bank’s capital to 5e puz- 
chased by the Minister of Finanze, and 
thus insure the predominance of public 
ownership and control. In 1938 a second 
amendment to the act was passed, whereby 
the complete nationalization of the Bank 
was accomplished. Despite the rapid 
change from private to public ownership, 
however, the Bank appears to have func- 
tioned consistently and effectively tarough- 
out its existence. 

Lucite BAGWELL 

New York 


Woop, ELMER. English Theories cf Cen- 
tral Banking Control, 1819-1853. Pp. 
xiii, 250. Cambridge, Mass: Harvard 
University Press, 1939. $5 00. 

“The period 1819-1858 in Englard is of 
special interest,” the author writes, “for it 
was then that the ideas which prevailed in 
the later nineteenth century were largely 
formed.” From a thorough investigation 
of official documents and private records 
pertaining to the Bank of England’s opera- 
tions during this early period, the author 
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presents a scholarly account of banking 
procedure and current theories, and also 
gives his own clear interpretations of them. 
The book includes a wide discussion of the 
phases of the Bank’s development (excel- 
lently annotated) in the main body of the 
text, an appendix with a complete list of 
sources, an extensive chronological bibli- 
ography, and numerous charts illustrating 
statistically the courses of many related 
monetary factors. The full significance of 
this outstanding contribution to central 
banking theory can be but faintly indicated 
by a résumé of its contents. 

The method of approach is to discuss 
first the effect of the Bank’s operations on 
the city and country banks, and second its 
relation with the money market generally. 
Early in the period the Currency School 
considered variations in the discount rate 
or other operations as mere tools for regu- 
lating the circulation; after the Act of 
1844, which segregated the Note Issue and 
Banking Departments, this group held that 
currency was removed from the Bank’s 
control. A few observers, especially after 
1844, pointed out the significance of bank- 
ers’ balances from the standpoint of con- 
trol. While the Bank could not force the 
maintenance of reserves at any pre-estab- 
lished level, it did influence the action of 
the London banks and others through their 
reserves—in the form of Bank notes or 
bank balances. 

After 1829 the Bank often made tempo- 
rary advances to the market at a rate lower 
than the Bank discount rate, in order to 
offset the effect of seasonal accumulaticns 
of public funds. Also, special advances 
were arranged, usually through discount 
houses; during some periods funds were of- 
fered to the public at an advertised rate. 
An additional channel for adjustment to 
market needs was through the Bank’s dis- 
counts for commercial purposes, and occa- 
sionally for bill brokers, Open market op- 
erations with particular reference to the 
credit situation were not general. 

It was assumed in these earlier years 
that the international gold standard was 
governed by natural laws and that the 
Bank of England should conform to them 
in the best manner. On the other hand, 
contrary to this view and that of many 
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modem critics, the author’s opinions on 
this subject are expressed in the following 
quotation: “The Bank, instead of adjusting 
its position to an international standard... 
[actually] managed the international stand- 
ard... . Being the bank of last resort for 
gold the world over, [it] could [not] re- 
fuse to extend credit.” The Bank had an 
effective procedure (of internal control) 
for governing the terms of credit, although 
the policy was never reduced to a simple 
formula; such factors were weighed as ac- 
tual end probable future gold movements, 
trace needs, and the condition of borrow- 
ers, The author, also taking exception to 
a view often held with respect to the coun- 
try banks, proves conclusively that “nei- 
ther the note-issuing privilege of [these 
banzs] ... nor their manner cf maintain- 
ing reserves prevented them from being 
under the effective (though indirect) con- 
trol of the Bank of England.” 
Lucune BAGWELL 
New York 


CHAPMAN, JoHN M., and ASSOCIATES. 
Commercial Banks and Consumer Instal- 
wnent Credit. Pp. xxiv, 318. New York:. 
Mational Bureau of Economic Research 
Tac., 1940. $3.00. 


This is the third volume in a series of 
studies in consumer installmert financing, 
the others dealing with personal finance 
companies, sales finance compenies, indus- 
trial banking companies, and government 
ageacies. 

With funds supplied by the Association 
of Reserve City Bankers and the Rocke- 
fellər Foundation, a research staff has com- 
piled statistics supplied by co-operating 
barks. These, with analysis, are found in 
9 chapters and 70 tables, supplemented 
with 69 pages of appendices. 

Of the 1,200 personal loan departments 
in commercial banks, 80 per cent have been 
established since 1931; yet the consumer 
loans of 100 banks comprised only 1.9 per 
cect of their total loans and investments 
in 1938. Borrowers have relatively high 
incomes and are between ages 25 and 40. 
Mcst common reasons for borrowing are 
to consolidate debts, and to purchase an 
automobile or household goods. Collection 
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experience has been favorable, including 
that with the low income group. A 6 per 
cent discount is most common, the true 
annual interest on declining balances rang- 
ing from 7.7 per cent to 30 per cent. Bank 
net profit on personal loan departments in 
1938 was 5.7 per cent on the average loan 
account before setting up reserves for 
losses, leaving 4.5 per cent net after such 
provision. 

Heretofore banks have hesitated to enter 
the field of consumer loans, but declining 
income from commercial loans and invest- 
ments, together with rising reserves and 
profit prospects of personal loan depart- 
ments, has led to their expansion in that 
field. 

In some cases the statistical data are ex- 
tremely limited. One table (p. 74) is 
based on statistics from one bank, while 
other tables reveal results from 25 to 594 
banks. 

On page 76 possession of a charge ac- 
count by a customer is listed as a liability, 
while on page 110 there is an implication 
that a charge account is an asset, with defi- 
nite statistical evidence on page 132 that 
it is an asset. 

Advertising is less productive of new 
business than are the recommendations of 
present and previous borrowers (p. 81). 

While most banks reject between 1 and 
25 per cent of their applications (p. 93), 
consumer borrowers are not so critical (p. 
220). “Customer charges (prices) rarely 
constitute a clear-cut competitive issue. 
Borrowers are unlikely to compare very 
closely the charges offered by rival agen- 
cies . . .” because expressed in incompara- 
ble terms, because cost variations make no 
great difference in monthly payments, and 
because of non-economic considerations. 

This study and the series of which it is 
a part illustrate the value of institutional 
research. The busy reader will find the 
pertinent facts well summarized in the first 
twenty pages. Although the words “Con- 
sumer Instalment Credit” appear in the 
title, the book is better classified as an 
addition to the literature of banking prac- 
tice than to consumer economics, 


LELAND J. GORDON 
Denison University 
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Dorey, James C. Principles of Invest- 
ment. Pp. xii, 460. New York: Harper 
& Brothers, 1940. $3.50. 

Evans, GEORGE HEBERTON, JR., and GEORGE 
E. Barnett. Principles of Investment. 
Pp. ix, 225. Boston: Houghton Mifflin 
Co., 1940. $2.25, 

These two volumes have but one thing 
in common, namely, their title. They were 
written by schoolmen: Dolley of the Uni- 
versity of Texas and Evans and Barnett of 
The Johns Hopkins University. 

Professor Dolley’s volume is a textbook 
for beginners. In it he considers a number 
of collateral aspects of investments with a 
comparatively small amount of space de- 
voted to the essential elements of an in- 
vestment. The latter half of the book (pp. 
221 ff.) is given over to problems of mar- 
keting securities: original sale through 
underwriters, the role of the bond house, 
fly-by-night selling schemes, exchange 
methods of trading, and state and Federal 
regulation of security dealings. The first 
two chapters of the book outline the field 
of investment and the types of securities 
available to an investor (pp. 1-75). 

The balance of the space is devoted to 
the principles of scientific investment (one 
chapter) and the investment return (three 
chapters). Here are to be found the usual 
reviews of such matters as the advisability 
of careful analysis, diversification, and 
safety of principal. The book is reason- 
ably well written, though at points greater 
precision of statement and consistency of 
thought, together with more illustrative 
material, would be helpful. 

The much smaller volume by Professors 
Evans and Barnett is not a text. It is a 
deductive monograph having as a central 
theme that “an understanding of the prin- 
ciples of combination is of greater value 
to the investor than a mastery of the 
techniques for making specific investment 
selections.” The authors are not much 
concerned with ratio analyses or with in- 
vestigations of individual companies or 
groups of companies as a means of meas- 
uring relative investment outlook. Instead, 
they stress how investments are affected 
by changes in the pure rate of interest, by 
changes in the general level of commodity 
prices, by taxation, and by liquidity re- 
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flecting itself in the element of time, caus- 
ing, for example, long-term bonds to sell 
on a different basis from that of short-term 
bonds or notes. Since the setting from 
which Investor A views these factors is not 
the same as that of Investor B, each will 
need to select securities having a combina- 
tion of these factors best calculated to 
meet his needs. ` 

The authors use as a general guide in 
approaching their problem the yield on 
highly marketable, highest-grade, fully tax- 
able, long-term bonds. Such a yield i3 
assumed to be the nearest approximation to 
the price paid for the productive use of 
capital. Variations from this yield are 
then to be interpreted in the light of spe- 
cial factors to be included in or excluded 
from the investors commitments, depend- 
ing upon his requirements. To some, the 
tax feature may be of great importance, 
and tax exemption sought. To others, full 
liquidity (or what the authors call reversi- 
bility) may be required so that the inves?- 
ment fund may be recovered at any time 
and on short ‘notice. Here short-term pa- 
per or perhaps a savings account would be 
necessary. 

Few will quarrel with the authors’ view 
that these elements are fundamental. What 
are needed, however, are effective methods 
of handling them in investment practice. 
Who knows in even a small measure the 
future direction of interest rates on highly 
marketable, A-1-+, fully taxable, long-term 
bonds? Who knows the future course of 
commodity prices? Or better still, what 
are the factors to be analyzed to yield even 
a partial answer to these questions? Lack- 
ing answers, we do not know how to esti- 
mate effective yields on other forms of in- 
vestment. It is because those charged with 
the investment of funds do not know the 
answers to these most basic questions that 
they use their time in the more prectical 
matter of choosing between this and that 
specific issue. So we await a further vol- 
ume on the practical interpretation of these 
fundamental properties. 

G. WRIGHT HOFFMAN 

University of Pennsylvania, 


Meap, Epwarp S., and JULIUS GRODINSKY. 
The Ebb and Flow of Investment Fal- 
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ues. Pp. x, 513. New York: D. Apple- 

ton-Century Co., 1939. $5.00, 

Once the literature of capital values had 
three parts: (1) an abstract approach to 
the theory of capital and interest; (2) an 
ephemeralistic expediency in which the va- 
garies of the market place were considered 
in all sorts of techniques, real and imagi- 
nary; and (3) a descriptive treatment of 
the contracts between capital owners and 
capital users. The first floundered in the 
statics of logic and the impracticality of 
the hypotheses propounded; the second 
evaporated until it became the nebulous 
but gantle art of “tipstering’; the third 
died of descriptive indigestion. 

More recently, in the United States, in- 
vestment literature has emphasized a mid- 
dle course in which all three phases of capi- 
tal values have received more uniform 
emphasis. This particular volume may be 
sc considered. To suggest that it is eclec- 
tic would probably be to give the volume a 
meaning which the authors apparently did 
not have in mind. And yet, the volume is 
clearly a middle ground; the principles are 
paramount at a particular instant; but 
those principles change, and they are af- , 
fected by the psychology of the market 
place. 

Approximately one-half of tke volume 
(208 pages) is devoted to a discussion of 
expancing and declining industries. The 
remainder is devoted two-fifths (95 pages) 
to the purchase of securities and three- 
fifths (154 pages) to the sale of securities. 
The major thesis is to buy issues in ex- 
panding industries and to sell them in de- 
clining industries. Although there may be 
those who would quarrel with the suffi- 
ciency of the tests employed to distinguish 
between the two categories of industries, 
the present writer believes they are rea- 
sonably satisfactory for practical use. The 
contention is that the difference between 
expanding and declining industries explains 
largely why some issues move contrary to 
the general security market or move sub- 
stentially more than the general market. 
The conclusion is that if the distinction 
between these two types of industries is 
reliable, it may be used to forecast whether 
or not a given issue is a better-than-average 
“buy” at a particular time, 
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Some readers will be critical of the 
textual inclusion of so much detail about 
particular issues; others are likely to indict 
the authors for not giving more attention 
to the business cycle as a problem of in- 
vestment strategy. To the present re- 
viewer it would seem unwise to ignore too 
completely the political and psychological 
factors in the “ebb and flow” of capital 
values. Moreover, it is doubtful if the 
theses proposed are as applicable to the 
general field of investment as to the nar- 
rower zone of corporate securities in which 
there are fairly well-organized markets and 
which appear to be more subject to mob 
psychology than the other parts of the 
investment market. 

FLOYD F. BuRTCHETT 

University of California 


GUTHMANN, Harry G., and Hersert E. 
Dovucarrı. Corporate Financial Policy. 


Pp. xxxii, 795. New York: Prentice- 
Hall, Inc., 1940. School ed., $4.00; 
trade ed., $5 35. 


The preface announces that this text- 
book is written from the point of view of 
* internal, management policy, as opposed to 
the investment point of view. The sub- 
jects covered are, by and large, the same 
as those covered in most good corporation 
finance textbooks, but the authors hold 
throughout to their annofmced emphasis. 

Broad subjects covered are, in order, 
forms of business organization, corporation 
securities and capital structure, promotion 
and financing of corporations, investment 
banking and security exchanges, short-term 
financing, treatment of surplus, expansion, 
and failure, reorganization, and liquidation. 
Noticeable for its absence, except for al- 
most casual mention, is the subject of in- 
vestment companies, though this omission 
ig understandable in the light of the finan- 
cial management emphasis. Particularly 
well organized are the chapters on business 
failure, receiverships, reorganization, and 
liquidation. 

The treatment of investment banking is 
more extensive than is usual in textbooks 
on corporation finance. For example, 
there are discussions of the immediate fac- 
tors affecting the choice of the type of 
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security to be issued and the coupon rate 
of bonds, and such live topics as the direct 
sale of securities to large institutional buy- 
ers and the controversy over competitive 
bidding for issues. $ 

Much attention is given to current prac- 
tice, but guiding principles are not neg- 
lected, nor is the presentation of current 
practice as detailed with respect to method 
and procedure, as, for example, in the new 
edition of Gerstenberg. A good illustration 
of this bow to realism is the discussion of 
“conventional” debt limits for industrials. 
Undoubtedly students can gain much from 
this sort of thing, but it is dangerous in 
these fast-changing, uncertain times. Also 
in keeping with the authors’ realism are the 
explanations of variant usages for such 
terms as “capital,” “capitalization,” ‘“work- 
ing capital,” and so forth. 

Some portions of the book appeared to 
this reviewer to cover too much in too lit- 
tle space. For example, all of the subject 
of corporation stocks and bonds is covered 
in only 109 pages. But in these 109 pages 
there is a wealth of material, the subjects 
are, with very few exceptions, well covered, 
and the style is such that crowding is not 
too evident. On the other hand, some por- 
tions seem elementary in detail (e.g., func- 
tions of officers) or detailed beyond the 
needs and usefulness of this type of text- 
book (e.g, bank borrowing). Such detail, 
however, may be of value to those college 
students with little or no background of 
business experience. 

Illustrations, real and hypothetical, are 
plentiful and well chosen. But they are 
not so numerous as to encumber the ex- 
position, and are judiciously distributed in 
the text and the footnotes. In discussing 
principles and presenting illustrations, in- 
dustrials are given attention about propor- 
tionate to their importance, instead of the 
all too frequent emphasis on railroads and 
utilities. 

This is a well-written textbook which 
steers a middle course between oversimpli- 
fication and encyclopedic detail. Students 
should find it readable, though they cannot 
pay it the doubtful compliment of being 
“easy,” 

Howard M. Tear, Jr. 

Haverford College 
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ROCHESTER, ANNA. Why Fermers Are 
Poor. Pp. 317. New York: Interna- 
tional Publishers, 1940. $2.75. 


This is intended as a Marxian interpreta- 
tion of the American agricultural problem. 
The thesis is that the American farmers 
“present poverty is bound in with the pov- 
erty of the city masses, and this ir turn 
is created by the capitalist system of pro- 
duction and distribution. Technical ad- 
vance under capitalism has given us the 
possibilities of abundance. But the -mder- 
lying structure of capitalism has made it 
impossible to produce and distribute this 
abundance” (p. 250). In extenuation, 
Miss Rochester presents a large mass of 
statistics gleaned from various sources, 
chiefly U. S. D. A. reports, a good many 
of the platitudes of Marx and Lenin, a 
half-hearted indorsement of the New Deal 
agrarian program, and an unco-ordinated 
series of suggested reforms, some merely 
mildly Victorian in nature and others more 
stringently autarchial or fascistic. Chapter 
Five on “Rent and Land Ownership” is the 
purest Marxian, but even here sufficient 
classical economics is inserted to confuse 
the issues, thus giving the work a certain 
halo of traditional respectability. 

The work contends that American farm- 
ers are poor because of the monopclies 
established by the large farmers, by the 
middlemen, particularly large corporations, 
and by the inevitable inward development 
of capitalism according to the Hegelian- 
Marxian formula. As a result, they are 
being thrust more and more into the same 
helpless situation as the urban worker class 
under capitalism. To solve this situation 
Miss Rochester wants higher sales prices to 
cover “costs of production,” reduction of 
prices for things farmers buy, land for the 
poor, curbing of monopolies, co-organiza- 
tion of farmers with the proletariat, and 
“governmental control.” 

Most American agricultura! economics 
has been more or less of a semi-Marzian 
type since “The New Farm Economics” of 
the late twenties. Rochester’s work, while 
not new, still has a definite creative value. 
The author has really studied Merxian 
philosophy (which cannot be said for the 
amateur agrarian Marxians), so that she 
sees many of the fuller implications of this 
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system of dogmatics. Thus she recognizes 
that “the problems of the working farmers 
and city masses are bound up together” and 
“neither group can prosper long at the ex- 
pens? of the other.” Miss Rochester does 
a distinct service by pointing out these and 
other ultimate implications of the present 
situetion for agriculture. Consequently 
the work should be read widely by the 
amateur Marzians for their own edifica- 
tion, if not for benefit to American farm 
policy. 

The reviewer holds that most of the sta- 
tistics used in this work do not mean much 
in themselves. Perhaps it is not capitalism 
that is decaying, but the over-use or mal- 
use of it by farmers and farm leaders. 
Farming for a living has always been fairly 
successful; but farming for capitalistic 
purposes, seldom so. A capitalism patched 
up with reforms suggested by either pro- 
fessional or amateur Marxians may not be 
a solution, but rather a further decay of a 
system unworkable in itself. Finally, those 
who know the American farmer and his 
history intimately find nothing unusual in 
the present situation. The original Ameri- 
can settlers were merely pointed-stick 
farmers, being Anglo-Saxons long divorced ° 
from agriculture in Europe by the In- 
closure Acts. They never did know how 
to farm properly. The Germans and other 
Continental peasants who came later, and 
who did know something about farming, 
have been practically all engulfed and 
spoiled by the sharp-stick exploiting farm- 
ing of the previous Americans. Neither 
cepitalism nor Marxianism can do much 
for American farming when its troubles are 
fundamentally those of ignorance, careless- 
ness, disrespect for the soil, and lack of 
“soil and man” tradition. Miss Rochester 
should be thanked for putting the profes- 
sional touch to modern agrarian economics. 

Carte C. ZIMMERMAN 

Harvard University 


Ery, Ricsard T., and Grorce S. Wrur- 
WEIN. Land Economics. Pp. xiii, 512. 
New York: The Macmillan Co., 1940. 
$4.00. 

Professor Ely, the Nestor of American 
land economists and editor of the well- 
known series on land economics, bas added 
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to it a fourteenth volume by himself and 
Professor Wehrwein. It is a sequel to the 
earlier volume (with E. W. Morehouse as 
co-author) on Elements of Lend Econom- 
ics. While most of the other volumes in 
this series deal with certain specific sec- 
tions of land economics, such as city plan- 
ning, public lard policies, or various 
aspects of real estate, this volume offers a 
general survey of major problems through- 
out the whole field. 

In their preface the authors state: “Land 
economics may be defined as the science 
which deals with the utilization of the 
earth’s surface, or space, as conditioned by 
property and other institutions and which 
includes the use of natural forces and pro- 
ductive powers above or below that space 
over which the owner has property rights.” 
This staking out of the field of study indi- 
cates its intriguing vastness, It reaches 
deep into the domains of economic geog- 
raphy, agricultural economics—with special 
incursions into farm management, forest 
management, land valuation, and agricul- 
tural policy—law, public finance, economic 
policy, sociology, and others, Yet the key- 

_ note is economics. 

With so huge a field to plow, the authors 
have excelled in concentrating on central 
problems and avoiding too deep a penetra- 
tion into any. Naturally, many chapters 
give only a first general reconnaissance or, 
if one will, a last summary. Avoiding the 
danger of becoming encyclopedic, while 
seeking on the other hand to offer concrete 
examples wherever possible, has necessarily 
led to inequality among the several chap- 
ters. 

A few minor criticisms may be offered: 
(1) The whole concept of the “land-man 
ratio” remains unsatisfactory because the 
extent of man’s resources is not adequately 
recognized, and one may question whether 
thorough analysis would not practically 
eliminate the validity of that concept. (2) 
Among the major economic influences that 
affect land utilization, protectionism has 
been excluded. The reviewer would sug- 
gest inclusion of a discussion of this impor- 
tant and traditional type of policy, espe- 
cially its effects upon forestry and mining. 

Aside from such minor points, it seems 
to the reviewer that a real weakness in the 
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whole scheme of the book is that the analy- 
sis of so central an economic problem as 
that of land value hardly scratches the sur- 
face of the subject. In a competitive eco- 
nomic syster, land value is the essential 
complex of cause and effect in the interplay 
of forces; and the authors have almos: left 
out of consideration a topic that might 
have turned out to give the most illuminat- 
ing economic interpretation of the dynam- 
ics of land utilization. 

Yet, this only available guidebook 
through the maze of land economics—the 
result of twenty years of teaching the sub- 
ject—has one great quality that can hardly 
be overrated: While a large part of the 
subject matter concerns or touches upon 
highly controversial issues of contemporary 
public policies and social reforms, the au- 
thors have clearly pointed out alternatives 
and their respective results without falling 
victim to the great temptation of advocat- 
ing a pet solution of their own. One may 
disagree with the emphasis placed on some 
solutions and with the authors’ evaluations 
of merits or defects, but on the whole the 
treatise is free from the bias of the multi- 
tude of crusaders, professional reformers, 
and popularizers of issues of land econom- 
ics. 

KARL BRANDT 

Stanford University 


Mancus, A. R. Rural Regions of the 
United States. Pp. ix, 230. Washing- 
ton: Work Projects Administration, 
1940. 

It has been two decades since the then 
small number of rural sociologists began 
to discuss the concept of regionalism and 
to assemble data on two or three regional 
divisions of the Nation that seemed socio- 
logically more valid than the familiar divi- 
sions used by the census. Today the Fed- 
eral Government alone uses more than a 
hundred regional divisions of the United 
States. 

Professor Mangus’ study is a first and 
an ambitious attempt to define the concept 
and to derive & large number of regions 
and subregions sufficiently differentiated to 
have practical value, especially in the ad- 
ministration of the relief program. It 
emerges with 32 “general rural-farm re- 
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gions” and 218 subregions. “Taking into 
account the characteristics of the rural- 
non-farm population as well, 264 subre- 
gions have been delineated and combined 
into 34 general rural regions.” There is 
naturally great similarity between the two 
groups. The chief characteristics of each 
of these are described. 

From each region typical or median 
counties have been selected which may be 
used with confidence for social studies too 
detailed for a nationwide scope. 

Twenty “cultural indices” based on the 
census were used in determining the rural 
farm region. These include such items as 
children per 1,000 women, per cent farm 
tenancy, land value per capita, and the 
rural farm plane-of-living index. This last 
is itself derived from several types of data. 

For the subregions, fewer than half as 
many factors were employed. The factors 
finally chosen were selected by the aid of 
the correlation technique. 

This book contains careful explanations 
of the entire methodology. Admittedly, 
there were borderline counties which had 
to be arbitrarily assigned to one subregion 
or another. In the main, however, the sub- 
regions delimit areas of known similarity, 
such as the resort part-time farming coun- 
ties of Massachusetts, the Pennsylvania 
German counties of the Keystone State, 
the blue-grass area of Kentucky, and so on. 

Critics may debate as to why one index 
was used and another possible one omitted, 
but none can deny that Professor Mangus’ 
study is a real contribution to the question 
of rural regionalism. It should serve as 
the basis for further research. 

Valuable features of the book for re- 
search students are the statistical tables 
which compare the sample or typical coun- 
ties with their regions, those which give 
the indices for each subregion, and finally 
the Appendix, which lists every county in 
each subregion. 

EDMUND DES, BRUNNER 

Columbia University 


Doos, Leonarp W. The Plans of Men. 
Pp. xiii, 411. New Haven: Yale Uni- 
versity Press, 1940. $3.00. 

“My aim has been, therefore, to evaluate 
the difficulties and the potentialities of 
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planning by means of social science.” This 
sentence from the preface well states the 
book’s theme. Its chief contribution is 
properly evaluated in the following sen- 
tence, also taken from the preface: “In 
order to make concrete proposals to plan- 
ning and social science, I have stressed the 
significance of regional planning in the 
Unized States.” 

Part 1 states the thesis that plans entail 
a system of values, that no system of val- 
ues can be objectively shown to be better 
than another, but that the values prevalent 
among thoughtful men can be better real- 
ized if they make fuller use of the findings 
of the social sciences. 

Part 2 considers the spheres of activity 
under these headings: biological, social, 
political, economic, and human (this last 
considers the individual motives, Jearning 
processes, gratifications, frustrations, as 
studied by psychology and psychiatry); 
and concludes with a chapter on planning 
as a means of seeking “the maximum of 
gratification and the minimum of frustra- 
tion.” This part of the book is necessarily 
pretty thin. One cannot within such com- 
pass sweep over these vast areas to show 
just why the planner needs to be at home ° 
in them all, l 

Part 3 begins with a discussion of the 
blockage of individual plans by the larger 
plans of groups, and then presents chapters 
on social, economic, political, and regional 
planning. Highway planning is presented 
as a case of the forced submission of indi- 
viduals to central authority, but briefly 
noting the difficulties (especially those de- 
riving from vested economic interests) that 
intervene between knowledge of the way 
to build safe and efficient highways and 
the actual power to do it. Housing is con- 
sidered in the same terms; experts can 
plan, but wages and ground rents can say 
No. There is a brief—all too brief—dis- 
cussion of the alphabetical planning of the 
New Deal, and an astute characterization 
and repudiation of what is called “master 
planning” under the dictatorships. 

In the chapter on “Regional Planning” 
the book suddenly blossoms out, like a 
magnolia on the first warm day, and be- 
comes exciting. Careful attention is paid 
to modern definitions of a “region”: the 
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interrelation of geograpbical, economic, and 
cultural factors is considered, and (as an 
example) the Tennessee Valley Authority 
and its plans are described and finely eval- 
uated. The author believes that there exist 
within the United States numerous poten- 
tial regions and subregions in which rela- 
tive self-sufficiency, cultural homogeneity, 
and in-group loyalty would encourage au- 
tonomous planning. While encouraging 
subregional democratic political trencs, and 
providing the individual with some aware- 
ness of his own contribution, it should still 
be possible to go further in the direction 
of master planning than could safely be 
undertaken with the Nation as the unit. 
The author seems aware that no book 
of this length could get far in the evalua- 
tion of planning; there is just too much 
to be said. Still, the omissions are puz- 
zling. There is no history of the planning 
movement, There have been plans since 
men chipped stone instruments; but the 
self-conscious determination of groups in 
authority to plan more tightly and com- 
pletely, the “plan age” psychology, is not 
discussed. More serious, no one plan, such 
as that of the T.V.A., is sketched in suffi- 
* cient detail to make its rise and relative 
success intelligible; we are given no mate- 
rial to permit judgment as to the criteria 
of a successful plan. Here, for example, 
the role of the Executive, of Senate leaders, 
of technical experts, is left in the dark. 
Related to this latter difficulty is the neg- 
lect of the psychology of the planning proc- 
ess, the modus operand: of committees, 
commissions, and legislative bodies, by 
which we could learn to plan better. Fi- 
nally, the fact that individuals have their 
own beloved plans which the planner must 
circumvent or knock down—the plain fact 
that you can realize large plans only when 
you have the power—is handled sketchily. 
The implication is that we can do more 
planning, but must move slowly. That the 
author, in view of his understanding of our 
economic plight, really means to take so 
conservative a view, is to be doubted. I 
suspect that his hope is that a socially 
minded élite, such as is to be found here 
and there in the New Deal administration, 
will use the political machinery to beat 
down the individual plans which stand in 
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the way of democratic values, but do the 
job regionally so that each community can 
see how the planning is Cone and learn to 
respect the process. If this is not what he 
means, the book lacks focus. If it is what 
he means, I wish he had said so; for the 
book is full of evidence that what he wants 
to say, he cen say eloquently. 

There is a good index and a bibliography 
of 164 references. 

GARDNER MURPAY 
College of the City of New York 


Mancum, CmarLes S., Jr. The Legal 
Status of the Negro. Pp.x,436. Chapel 
Hill: University of North Carolina Press, 
1940. $5.00. 

Although much has been written on the 
various practices limiting the activities of 
the Negro as a citizen in different parts of 
the country, the book under review is the 
first systematic presentation of the legal 
status of the Negro in the United States 
since Stephenson’s Race Distinctions in 
American Law appeared thirty years ago. 

The author of this excellent study ana- 
lyzes the legal status of the Negro under 
eighteen heads covering every phase of 
race relations which has become the sub- 
ject of legal regulation. In the first chap- 
ter he discusses the development of the 
different legal definitions of a Negro. In 
the next chap-er he analyzes the court de- 
cisions with reference to whether the ap- 
plication of the term “Negro” to a waite 
person is libelous or slanderous. More 
than fifty pages are devoted to the ques- 
tion of civil rights, and another sixty are 
concerned with laws regarding educational 
provisions for Negroes. Then such mat- 
ters as property rights, segregation, and la- 
bor are considered from the standpoint of 
legal decisions and statutory law. The 
chapters on Jim Crow and marriage end 
domestic relations are -especially valuable 
in that they contain a wealth of factual 
information and provide an analysis of 
cases dealing with phases of race contacts 
which have attracted most attention, with 
the exception of mob violence. The sub- 
ject of mob domination and violence is 
treated in a separate chapter. Except for 
a chapter on charitable and penal institu- 
tions and a final chapter on the franchise, 
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the remaining six chapters desl with the 
treatment of the Negro in the czurts. The 
final chapter on the franchise cavers the 
situation before the Civil War as well as 
the situation during Reconstruction and 
the period from 1890 to the present. 

Although this book aims to present an 
analysis of Jaws and court decisions regu- 
lating the relations of the races zhe author 
has attempted throughout the book to re- 
Jate the laws and court decisions to the his- 
torical and social background ou: of which 
they grew. Naturally, because of the vast- 
ness of the subject, he has not zeen able to 
go deep into the economic and social fac- 
tors which are reflected in the formal legal 
regulations. But throughout the book, the 
author recognizes the fact that the mores 
and folkways of the various commumities 
are more effective than laws or court deci- 
sions. This is made especially clear in 
his analysis of the situation in the North. 

It is quite likely that despite the objec- 
tivity of the author, students =f race rela- 
tions may not find themselves in complete 
agreement with him on a numter of points. 
For example, the reviewer, aftez observing 
for many years the lower courts in the 
South, cannot agree with his statement to 
the effect that discrimination against Negro 
prisoners on racial grounds i3 a rare oc- 
currence. However, these are minor mat- 
ters in view of the primary purpose of 
this book. Both student anc Jayman are 
indebted to the author for this scholarly 
contribution which fills an important gap 
in our knowledge of race relations in this 
country. 

E. FRANELIN FRAZIER 
Howard University 


MacCronz,1.D. Race Attitudes in South 
Africa: Historical, Experimental, and 
Psychological Studies. Fp. xiv, 328. 
New York: Oxford University Press, 
1939. $4.25. 

This analysis of the racial situation in 
South Africa represents from certain points 
of view an important contribution to the 
methodology of attitude study. As the 
subtitle indicates, the problem of racial at- 
titudes is approached from 2 number of 
different directions. There is in the first 
place a full historical accourt of the vari- 
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ous South African settlements of Euro- 
peans and of their relations to the natives, 
from. the intermittent contacts of the fif- 
teenth and sixteenth centuries, through the 
establishment of the Dutch colonies, to the 
end of the eighteenth century. by which 
time the racial attitudes now current had 
beer. definitely formed. It is made clear 
that in the earliest contacts between Euro- 
peans and Africans, “the factors of race 
and skin colour as such played little or no 
part in determining the attitude of the for- 
mer to the latter” (p. 41). The line of 
distinction between groups was less affected 
by differences of race or color of skin than 
by differences in religion, and when these 
latter were overcome there was little or no 
objection to miscegenation. Baptism gave 
the native social as well as legal status. In 
general, the early days of colonization were 
marked by relatively free and easy con- 
tacts between the races, and color did not 
constitute an impassable psychological bar- 
rier. 

The change to the more rigid line of de- 
marcation which now prevails is explained 
as a result of “frontier” life. “Under fron- 
tier conditions, every society is engaged in 
a more intense struggle either against the ~ 
forces of nature or of man or of both than 
is usually the case with a more firmly es- 
tablished society; and the ‘atmosphere of 
war’ so engendered must affect, to a greater 
or lesser degree, the individual expression 
of attitude” (p. 125). In such circum- 
stances, the intense and exclusive group 
consciousness coincided with the distinc- 
tions based on creed and color. the latter in 
particular becoming more firmly estab- 
lished with the passage of time. Gradually 
the opposing parties on the frontier were 
differentiated on the basis of race alone, 
and the new criterion of superiority took 
no account of conversion to Christianity. 
This analysis performs the function of clar- 
ifying a particular variety of race conflict 
on historical and economic grounds, and 
is perhaps the most valuable portion of 
the volume. 

The second approach to the problem 
consists of the use of an attitude scale and 
a social distance questionnaire, admin- 
istered to three groups, namely, English- 
speaking South Africans, Afrikaans-speak- 
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ing South Africans, and Jews born in South 
Africa. The results from the attitude scale 
indicate a marked difference between the 
English-speaking (including the Jewish) 
groups and the Afrikaanders, the latter 
leaning heavily toward the anti-native end 
of the scale. “These facts confirm the 
prevalent view that the Afrikaans-speaking 
section of the population is, on the whole, 
less favourable toward the native than 
other sections, and may, therefore, be re- 
garded as evidence in support of the valid- 
ity of the scale” (p. 206). The reasons for 
this difference are not, however, made 
clear, and it is unfortunate that the histori- 
cal and the experimental portions of the 
study are left unrelated. In the further 
statistical elaboration of the results, Spear- 
man’s techniques, including his criterion of 
“tetrad differences,” are applied to the data 
in order to discover the common factors 
operative within the attitudes. 

The final, “psychological” portion of the 
book is really the application of modified 
psychoanalytic categories to the problem of 
prejudice, and there is some discussion of 
unconscious aggressions, anxiety and fear, 
. sexual attraction and repulsion, emotional 
implications of “blackness,” and so forth, 
from this standpoint. This is the least 
systematic of the three analyses, although 
it contains incidental observations of con- 
siderable interest. 

The threefold approach to race prejudice 
sets a valuable example of thoroughness in 
a difficult field, and the resulting contribu- 
tion is of value. It would have been still 
more valuable if the results of the three 
approaches had been more closely inte- 
grated, instead of being presented in rela- 
tive isolation. 

OTTO KLINEBERG 

Columbia University 


Huoves, Norman E. Your Marriage. Pp. 
xiv, 434, New York: Farrar & Rinehart, 
Inc., 1940, $3.75. 


One of the most striking developments 
in collegiate education in recent years has 
been the remarkable growth in the number 
of institutions giving organized courses on 
marriage and premarriage problems. More 
than five hundred colleges and universities 
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are now making some formal gesture in 
this direction. 

The content of these courses is still 
largely in the experimental stage of devel- 
opment. This is natural, in view of both 
the recency of their establishment and the 
complex scope of their purpose. Coming 
at this particular time, then, the book un- 
der review must be welcomed warmly, not 
only because it should prove helpful in 
furthering agreement on the content of 
such courses, but also because it will be 
sure to aid in their establishment on a 
sound scientific basis. 

There are at least four distinctive fea- 
tures about this volume. First, it covers 
a wide range of factors—economic, psycho- 
logical, social, and sexual—which bear 
upon the establishment and maintenance of 
happiness in marriage. In this compre- 
hensiveness of approach it differs from 
some other recent books which make a 
more specialized approach in terms of some 
one set of factors. The problems of mar- 
riage pay no heed to academic divisions, 
and the author happily recognizes this fact. 

Second, Dr. Himes has done an excellent 
job in the selection and the organization 
of material. The temptation in writing a 
book on marriage is to include too much, 
On the one hand is the pitfall of a plan 
which becomes encyclopedic; on the other, 
the confusing maze of endless detail. This 
book avoids both—a not easy achievement. 
Approximately one-third of the volume is 
devoted to premarriage problems—premar- 
ital sex relations, mate selection, marital 
prediction tests, engagement and early mar- 
riage; the remaining two-thirds concerns 
itself with problems of marriage proper. 
Here Dr. Himes considers such questions 
as home ownership, budget, use of credit, 
and purchase of insurance, in addition to 
those of personality and sexual adjustment. 
These are excellent suggestions, showing 
the realism of the approach as well as the 
variety of factors which affect marital ad- 
justment. 

A third feature about this book is its 
readability. It is written simply, interest- 
ingly, directly, frankly. Strange as it may 
seem, there are academic folk who will 
tend to depreciate the book because of this 
fact, seeming to think that obtuseness and 
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erudition are synonymous. Obviously, the 
author does not belong to this school. 
Neither does the reviewer. 

Finally, this book is honest and clean. 
It does not evade nor does it smirk. It 
hews to the line in a straightforward, mat- 
ter-of-fact way. The reference is intended 
here primarily to the discussion of the sex- 
ual factors in marriage adjustment. 

The author, who is professor of sociol- 
ogy at Colgate University, has written a 
volume which is bound to be useful both 
to those interested in working out their 
own adjustments in marriage and to those 
professionally interested in helping others. 
It should be widely used. 

James H. S. BOSSARD 

University of Pennsylvania 


HaĮmsmce, Gove. New Aims in Educa- 
tion. Pp. xviii, 226. New York: Mc- 
w-Hill Book Co., 1940. $2.00, 


This is a series of letters from a father 
to his son, presumably a freshman in col- 
lege. It is an interesting illustration of a 
method of popularizing, for students and 
parents, the findings of research, end in 
such popularization the author has been 
unusually successful. 

The major premise of the book is that 
education is individual, it is concernec with 
the acquisition of knowledge, and it is a 
preparation for life as a whole, It is diff- 
cult to understand why such a statement 
should be considered as “new aims in edu- 
cation,” for they have been reiterated from 
Plato to John Dewey, and, in varying de- 
gree, every generation has sought to trans- 
late these objectives into practice. Al- 
though the author states that he is not 
criticizing modern education, he demon- 
strates the need for change only by point- 
ing out the weaknesses of presenz practice. 
Such appraisal is based upon the memory 
of his own education, the conversation of 
his own children and their friends, and tae 
Pennsylvania Study. 

In his summary of the investigation of 
the Pennsylvania schools, made through 
the Carnegie Foundation for the Advance- 
ment of Teaching, Mr. Hambidge unfor- 
tunately, though perhaps inevitably, £c- 
cepts the basic assumption of the original 
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investigation—that the new form (objec- 
tive) tests are a true measure of educa- 
tional achievement and value. Utilizing a 
battery of such tests, given to fifty thou- 
sand students from the eighth grade 
through college over a period of ten years, 
the study shows wide variation in indi- 
vidual achievement. The “best” high 
school seniors received a higher score than 
the “weakest” college graduates, and a few 
teachers “know less” than their high school 

upils. 

Such data, taken at their face value, are 
a serious condemnation of the present edu- 
cational system. However, the assumption 
upor which such results are based can be 
seriously challenged, both from the data of 
the original study and from this summary. 
Several chapters are devoted to a criticism 
of the emphasis in school anc college upon 
knowledge, especially in unrelated courses 
for which credit is given and degrees 
granted. Yet nearly a third of the volume 
is spent in justifying and extolling the mer- 
its of the new-type standardized achieve- 
ment tests and their measurement of 
knowledge related to life. 


It is the present writer’s firm conviction , 


that true-false and multiple-choice tests 
can measure only factual knowledge, al- 
ways removed from its context and often 
of a totally inconsequential cheracter. 
They do not measure fundamental under- 
standing of relationships, reasoning about 
data, or ability to appraise their relative 
importance. Consequently, the writer can- 
not be alarmed by the fact that some 
teachers procured a lower score than their 
pup:ls, since the teacher is concerned with 
the totality of the field, while the pupil 
tends to grasp and memorize details. That 
the scores of children vary on such tests 
was fully appreciated long before the Penn- 
sylvania Study was made, but Mr. Ham- 
bidge does not point out, even though it 
has also long been recognized, that such 
variation is as much the result of the 
chance opportunity of the pupil to acquire 
such isolated facts as upon his ability to 
retain them. In fact, such variation in 
scores might be objective evidence to dem- 
onszrate that the school was providing for 
individualization, since a more uniform ed- 
ucational experience would have produced 
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greater similarity in scores. The present 
writer would even go so far as to say that 
this very emphasis upon oljective tests has 
done more than any other single movement 
in education to prevent the advance of edu- 
cation toward the realization of the “new 
aims” advocated by the author. 

Despite its paradoxical reasoning, the 
book contains much good advice to stu- 
dents, and presents a point of view toward 
college life that would be of genuine value 
to parents, teachers, and guidance coun- 
selors. 

Francis J. BROWN 

New York University 


Pancoast, ELINOR, and ANNE E. LINCOLN. 
The Incorrigible Idealist. Pp. 150 
Bloomington, Indiana: The Principia 
Press, Inc., 1940. $2.09. 


This is a brief account of the varied ac- 
tivities of Robert Dale Owen, the most 
colorful of Robert Ower’s sons—the son 
who most nearly perpetuated the icono- 
clastic and reformist tendencies of his 
father. The authors treat their subject in 
five concise chapters, enzitled: The Jour- 
nalist; The Lawmaker; The Diplomat; 
The Pamphleteer; and The Mystic. These 
deal in turn with Owen’s career in his 
twenties and early thirties as editor of New 
Harmony journals and as writer of reform- 
ist books and articles on his favorite sub- 
jects of women’s rights, popular education, 
liberal religion, and neo-Malthusianism; 
his equally reformist but somewhat dis- 
illusioning activities as a member of the 
Indiana Legislature, and of the National 
Congress (during which Le played a leading 
part in the establishment of the Smith- 
sonian Institution), and of his dominating 
part in the Indiana Constitutional Conven- 
tion of 1850 (in which he succeeded in 
liberalizing the statutes affecting women 
and in establishing the state system of 
public schools and libraries); his later Eu- 
ropean years as Minister to Naples (1853— 
58); the somewhat astonishing role he 
played as a pamphleteer for compromise 
during the slavery and secession contro- 
versies of the fifties and early sixties (e.g., 
his rationalization of the economic aims of 
a slaveholding aristocracy); and, finally, 
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his work as an analyst of, apologist for, 
and exponent of, spiritualism. 

Occasionally in the lines and more fre- 
quently between the lines, one notes the 
gradual retreat of a tired radical from the 
world of social reform, with its vicissitudes, 
disappointments, and disillusionments, into 
an attitude of accommodation, and finally 
his escape to the safe refuge of religion, or 
that close ally of religion, psychical re- 
search and spiritualism. 

The book is built on an astonishing array 
of documents in the form of letters, por- 
tions of diaries, Owen’s legislative scrap- 
book, his books, tracts, speeches, and pam- 
phlets, and his numerous articles published 
during his entire lifetime, a complete list 
of which is appended. It represents great 
industry, is comprehensive in its scope, and 
is copiously documented. However, con- 
sidering the adequacy of the resources 
which the authors had at their disposal, the 
brevity, the frequent sketchiness, and the 
absence of background material greatly re- 
duce its significance as a definitive biogra- 
phy of one of America’s most interesting 
characters of the nineteenth century. Nev- 
ertheless, it is welcomed as an addition to 
the literature about reformers and utopians. 

J. O. HERTZLER 

University of Nebraska 


Worr, A. A History of Science, Technol- 
ogy, and Philosophy in the Eighteenth 
Century. Pp. 814. New York: The 
Macmillan Co., 1939. $8.00. 


In this book, Professor Wolf, who is 
head of the Department of History and 
Philosophy of Science at the University of 
London, carries on the story of the devel- 
opment of the sciences from where he left 
off in his earlier notable volume on science 
in the sixteenth and seventeenth centuries. 
This volume has all the factual compre- 
hensiveness of the previous book, its lu- 
cidity of style, and its effectiveness in il- 
lustration by photograph and diagram. It 
is an indispensable reference work for any- 
one interested in the intellectual history of 
the Western world. The author treats not 
only the history of mathematics, mechan- 
ics, astronomy, physics, chemistry, mete- 
orology, geology, botany, zoology, medi- 
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cine, and technology, but also ia smaller 
scope psychology, the social scieaces, and 
philosophy. In no other volume in English 
is there available such a comprehensive and 
encyclopedic coverage of the scientific and 
technological contribution of what has var- 
iously been called the Age of Reason, the 
Age of Enlightenment, the Age of Criti- 
cism, and the Philosophical Cen-ury, but 
which Wolf prefers to call the Age of Hu- 
manism, As the author remarks in his 
Preface, the time is especially opportune, 
when large areas of the world are reverting 
to barbarism, to study the age in which 
Europe was successfully struggling toward 
enlightenment and toward the difusicn of 
that enlightenment to broader sestions of 
the population. 

The merits of the book as a scholarly 
compendium are indisputable. Yet the 
author has not successfully shown the 
interrelationships in the development of 
the sciences, nor has he correlated scien-ific 
developments with the social and economic 
changes that occurred during the century. 
Such designs were abandoned in che very 
plan of the book. The sciences, each 
treated separately, are arranged in the 
order of diminishing generality or abstrac- 
tion, beginning with mathematics end nd- 
ing with the biological sciences, with tech- 
nology and the human sciences following 
later. The author argues that, as the less 
general sciences are dependent for their 
methods and data on the more general sci- 
ences, this scheme makes it unnecessary to 
refer repeatedly to the interrelations be- 
tween the achievements of the various sci- 
ences. The result is, however, an etomiza- 
tion of the general progress of science 
which is especially unfortunate and unde- 
sirable in the treatment of the eighteenth 
century, when the specialization of the 
disciplines had not proceeded sufficiently 
to justify this compartmental insulation. 
While the more integrated study cf the 
sciences would have been more difficult, it 
would certainly have justified the effort. 
This would have permitted much more 
valuable use of the materials in psychol- 
ogy, philosophy, and the social sciences 
which are now merely an appendage They 
should, in fact, have formed the overtores 
and the undertones of the entire work, for 
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in the eighteenth century, as Wolf acknowl- 
edges, “almost everybody loved to pose as 
a philosopher, as a votary of world wis- 
dom.” Even more important is the failure 
to discuss, in any fundamental way. the 
basic institutional changes that transpired 
through a century stirred by religious, so- 
ciel, ezonomic, and political struggles. He 
declares these to be outside the scope of 
the book, and so he discusses “the spirit 
of the age,” but not its body. This affects 
particularly the discussion of technology, 
which is none the less a valuable contzibu- 
tion ta our knowledge of this period. 
BERNHARD J. STERN 
Columbia University 


Bocarpus, Emory S. The Development 
of Social Thought. Pp. viii, 564. New 
York: Longmans, Green & Co., 1940. 
$3.50. 


The appearance of Bogardus’ History of 
Social Thought in 1922 marked the first at- 
tempt by a sociologist to trace the gene- 
alogy of ideas culminating in the science 
of sociology. The work was revised and 


greatly enlarged in 1928, and in the pres- , 


ent volume has been entirely rewritten. 
Sentences and paragraphs have been recast 
in the interest of greater clarity, and many 
sections have been added to make the sur- 
vey more comprehensive and contempo- 
raneous. The original chapter on “Social 
Thought of Ancient Civilizations” has been 
expanded into four, dealing specifically 
with the social thought of ancient Egypt 
and Babylonia, India and Persia, China, 
and Japan. In former editions Durkheim, 
Small, Giddings, Simmel, Weber, Cooley, 
and Pareto and their interpreters were 
either ignored or inadequately treated, but 
new chapters have now been allotted to 
each of these schools of sociological 
thought. Bogardus’ work will thus con- 
tinue to merit the attention of the scholar 
and research worker as well as the general 
reader, notwithstanding the excellent his- 
torical surveys of Lichtenberger (1923), 
House (1936), Barnes and Becker (1938), 
and Ellwood (1938), which have appeared 
since thz original publication of this work. 
Howard E. JENSEN 
Duke University 
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To THE EDITOR or THe ANNALS 


The review by Dr. Richard F. Behrendt 
of my work on The Political} Organization 
of Bolivia in the July issue of THE ANNALS 
calls for a rejoinder. 

Dr. Behrendt devotes the greater part of 
his review of my book to what he is 
pleased to call defects and errors in the 
work. The one definite error of fact which 
he has been able to discover in the whole 
book was the misspelling of Professor 
Kemmerer’s name. It is remarkable that 
in a book of 253 pages the reviewer should 
have found only ome proper name incor- 
rectly spelled. Dr. Behrendt’s criticism 
that there is but slight attention to foreign 
policy is well taken, The manuscript orig- 
inally submitted to The Carnegie Institu- 
tion contained a chapter on the foreign 
relations of the republic; but it had to be 
omitted for Jack of space. 

Dr. Behrendt’s emphases upon what he 
terms “naivetés” in expression and conclu- 
sions are largely a matter of opinion and 
can be dismissed as such. Just why he 
should find my statement that the morals 
and the health of the Bolivian soldiery are 
* a concern of the governmental authorities 
naive does not explain itself. Had he 
taken time to look into the legislation on 
the subject he would have found the state- 
ment neither incorrect nor even naively 
stated. The same may be said of his criti- 
cism of my statement: of the purposes of 
the Ministry of Public Instruction. It is 
the purpose of this ministry to help the 
people to nurture wisdom and enlighten- 
ment. Mere opinion, too, is his objection 
to my calling Chuquisaca the Athens of 
America. He claims that honor for Bo- 
goté. His statement, however, that it will 
be necessary to look much more closely if 
we are to find the Platos and the Aristoph- 
anes of these Athens is an uncalled for 
reflection on the scholars which the two 
centers produced. 

Dr. Behrendt’s treatment of “errors in 
details” is really remarkable. He states 
that I gave the date of the independence of 
Panama from ths rule of Spain as 1903. 
He then reminds me that Panama became 
independent of Spain in 1821. The ques- 
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tion of the date of independence from 
Spain did not arise at all. My statement 
in the footnote on page 62 is thet Panama 
became independent of Colombia in 1903, 
which is the correct date and statement of 
fact in that particular case. The dragging 
in of this untruth is particularly unfor- 
tunate because it casts a reflection on the 
historical accuracy of the remainder of 
the work. Dr. Behrendt’s statement that 
the customs officials of Bolivia concern 
themselves only with the collection of 
duties on imports and exports is incorrect. 
These officials have the general supervision 
of imports and exports, not merely the 
fiscal end of the business. Peculiarly ob- 
jectionable, too, is his criticism of the man- 
ner in which I have treated agriculture. 
He states that the Ministry of Industry 
does not have control over agriculture. 
That is incorrect. The Ministry of In- 
dustry does have general supervision of 
agriculture as an industry, for this Min- 
istry has general supervision of the whole 
industrial life of the nation. Had he 
wanted to be fair he should have called 
attention to the rather large space I give 
to the treatment of agriculture in the dis- 
cussion of the Ministry of Agricul-ure. 
His comparison of the educational system 
of Bolivia in regard to the quality of the 
work done in the Kceos and colleges in 
Latin America with the collegiate instruc- 
tion of the United States is also a matter 
of opinion. 

And finally there is his statement that 
“there is apparently an error in the Spanish 
quotation” in the footnote on page 189. 
It is the business of a reviewer who sets 
himself up as competent to judge what he 
attempts to review to make a positive 
statement of fact. If he did not know that 
there was an error in the quotation, it was 
his business to find out. This, together 
with the statement of the date of Panama’s 
independence from Spain, is evidence of 
the hurried manner in which my work was 
examined. The reader, as well as the au- 
thor, has a right to expect accuracy in @ 
review, whatever else may be lacking. It 
is such superficial, biased, and inaccurate 
reviews that make book reviews often 
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worse than useless, and turn one away from 
them in utter disgust. 
N. Anprew N. CLEVEN 
University of Pittsburgh, October 18, 
1940. 
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